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VlRG!N:A O!L k~ GAS BOARD 

HEARING Of DECEMBER 13 , 1994 

9:00 A.M. 

AT THE S0Un1~ES7 VIRGINIA 4 - H CENTER 

ABINHGDON, V!RGINlA 

- - - - - - - - - - - - - - - - - - - - - - - - - - -
r,oca! acn1 an L'ourt: Report:1ng serv1ces. Inc. 

P. 0 . Box 833 

Ab1nodoo, V1r g 1n1a 

( 703} 157~:~ - 224 4 

I Do 54 -14 95140 
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4lt Jececb~r 13, 1994 

• 
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2 7nl~ aa:~e~ c3~e on ~o be heard befo re ~be V1r;1n1a Gas & 

3 &oara on ~nls en~ . J~ aay o f oececber, ~994 a~ ~e 

• v:~Q:r. . a ~ -H cent~r. H1lloan H1Qbway , Ab1nqdon. 

5 1r~:n1a pursuant co sec~1on ~~ .• - 361. 19 .8 ana 4S . l - 36 1 .22. B 

6 ~ = :ne code o: V1r q1nla. 

7 CKA.l.RHM · Gooa ~:~o::-n 1.na . MV name 1s Benny Wampler and I • m 

e D~pu:y 01recco~ : or ~he V1rq1nl.a Depar~en~ or Htnes. 

9 Hl.n~ra. • & Enerqy and Cha1rman ot ~e Gas & 0 11 Board. 

10 As we usua :1 y do . we'd .1t.e ~o nave our members introduce 

11 ~ea:s€ 1 '.'t<S t o yo:..1 s t ar c l.nQ w1t h Denn1s. 

12 1 M!.~ !:F S :~J7?0:lUCE D. \ 
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-~~~ 1. rr . vrr: and Xl 

2 

3 -~- C!!i.'LR}!A..~: 'T OE' :1rst 1tem on coaay •s aqena a 1s a petltlon 

4 t ro= Equ1 ~ao:e Resources Explor a t l.on for force pool~ng of 

5 lnter~s ts _n conventlonal dr1li~nQ un~t to oe served by 

6 ~ro?osed ~e ~! V-28~4. ~hlS 1s docket nucber VGOB-

7 94/07/:9- 0;59 . 1 wou~a asK t he part1es ~at w~sh t:o 

8 3daress toe Boar d 1n tnls gatte~ t o coge forward a t thl s 

9 t l l:!e. 

10 ~- KA!SER: H~ . C."' aH-.::Iar. and =cc.bers of the Boa...ro. J lQ Kuser 

11 on oenalt o : ~qu1table Resources Explor at1oo . Before we 

12 get ~ta~tea o~ I:e~ I Wl~ the Board ' s perolSSlon I ~ave 

13 

14 

a : e ~ ~~~o~nce~ents tha: e~: ect the rest of today •s 

docJ<.e t . 

15 <f. . Ctz.A: =t.'"!AN: o"av. 

16 ~ ..... 

17 

18 

19 

20 

2 1 .. 

22 

23 

24 

25 

KA!SE?: At t~~s ::~e fte•a l 1ke t o cake a ooc1on for a 

contlnuanc~ on Item 1:. ~at ce~q VGOB- 94/08/ lb- 0 461, 

VC.09- . ::!/ 13- 0 .. 87. 

·r.:.:R!-!.AN '. :u a:-e reques t :.:~c: : o Wl.tndraw? 

..A:i:SEY. Ye ~ . An:l we nave a reques;; co ;u;;hdraw Ite!Ol XI . 

we nav~ ~~~ ;:; x~. :cl=er a le;;t~r t o t ba;; e : fect: and have 

ciS. s~n• l~::e rs t o a2 _ tne unleased respondent:s 1n the 

un:• a~ a c;~rtesy t o \eeo :heQ troo coo1n9 up here 

· o:~.:~v. 7:1"" bou . a have rece1ved t nose on Thursday or 
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• 

• 

2 ~~- CHA!~~:. 7he c~cK~t o.uocer t or Item x: tha~ 1s be1o9 

3 r equestea t o oe ~!tnarawn ! S VGOB-9~/12/ 13 - oq g u . Does 

• anyo~e ne~e t oday nave any ob1ec~1oc or any prable3 w1tn 

5 :n~ con:_r.uaoce a~a Wlthcrawal as requestea? AnY 

6 questlons. me~ers o: t he Board? :~em II aca Item VII on 

7 : ne arenaa w1l! oe cont1ouea ana !tee X1 Wll l oe Wl~h-

8 dr3"'""'~· 

9 ~~. :u~~~?. : ~r . Cha!~an . proceed on the f1 r st lteD because I 

10 : ouna tnese couce~n!na th~ i~rst case . 

11 iP XA~S~~: -e·-- have anocher rev1.s 1.on to that , Mr . ~leer . 

12 ~R . CHAi~v;u, : Are t he re anv o tner s that w1sn to aadress ~e 

13 

14 

15 

16 .. ,.. • 

17 

: c.ara o:: :;:e c.rs t :. tam coc):et number VGOB-9~/0 7 /19-

0~S~ : 7h~ recorc w1:_ snow ~ere are none. You ~ay 

:)~:-..:ed. 

:~: s~~: ur ~~-,esses :n ~~:s matter w1ll be Hr . George 

He!!:n wn~ w ___ ~e a Wltness on land ~atters for us for 

18 t~- t :rs: ::=e acd ~- Bob D3hl ln. :: ~~ey cou_d please 

19 !l~ "'w:>rn at t :n .. =~"". 

~ ~R; o~po~7i~: ~~ea~s w:tr.esses.l 

21 r. 

22 

:~:~Ec. ~~ no~e ~sour w:tr.ess :or tne t l r s t t1ce today 

:; • • (:-.o~-~.? H~~.:n He'!- oe ca~1n9 ~r. oenn1.s Baker's 

2J p!f'~"" L!S our e:-n:- r~ wt .:ness !n :natters of land and lease 

2.a acau:s::. .on and a 1,. Cl.t. : qence 

25 
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G!:ORG~ HEfLIN 

2 1-.'ltness w::o. a : :er oav1nq oeen ac _y swor n. wa s exac1ned ana 

3 es t1f1ea ~~ t o11ows . 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.& 

25 

y 
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!>:?..EC':' EXAH!tlATION 

~=· r.~ :- :r. , :: you cou~c state you r n~e fo r t~e recor d. 

who you a r~ ezployea oy anti 10 wha t capacltY and then 

J~St GO : hrouan your educatlon and work exper1ence as 

a~o-cteti on your resume fo r t he Boa:d. please? 

!W nact: lS George a. lie.:: _:1 . r · m ec ployed by E:qul t able 

~~sour :es ~~~lora~ :on ou: o: ~1:1qspor:. Tennessee as 

-~a:a::. :ease ac~~1s:t:on~ ana p1pe!1nes . My educatlO:l

.,_ e:<\P.::--:.onces are bus:ness courses through Salem Col l ege 

~t Sa ! e~. wes t v : ra1n 1a . bus:ness management cour ses Wlth 

~e~- v :~a:n:a w~s tlana college. Buckhannon . west Vl rgln

.a. _ ~ ~ ~ecoer o: :~e Eas tern H: ne ra l t aw Founaat1on 

out o: ~or:cn:o~-n west \o :ra:nla where I attenaea va:-1ous 

-:=:r.a r~ c : o : 1 e=:1 cas re.a:ea c~tters. I' ve nad lana 

app~a:~a- cocr~es throu~h lntern~ t lonal Rlghtotway 

~scc.atlon. : •c a meooer o: :he Nat1onnl As soc1at1on of 

Pro:~ss:o:1a1 L~n~en. also the Appalachlan As soc1at1on of 

?rot~ss : ?~al ~~~~~en. I' ve ~aa var1ous educational 

cour5cs d~al:nq 1n =~nerals and land . Hv worK CxPerlence 

4 
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s~ar~ea as an equ!p~ent operator for Union DrLll!oQ, 

Incorpor ated wnere 1 had var~ous exper1ences 1n product

!O~ ~atters . :n 1981 I went - J wor k 1n the1r depa~ent 

as a lanaman. My responsLbil1t1es were obta:tn!nQ 01! and 

9as .eases. ~ease r enewals. pipellne rlQht-of - ways. I 

worked w1th surface owners on well Sltes, p1pel~nes, 

r oads, daoace set:lecents 1n West VlrQlnla and Pennsyl

vanla. In 1987 1 was -proooted to che poslt~on of 

suce rv:sor o: lana !eas1ng and r!ght - of-way where I 

sucerv~sec o~her land agen~s. con~act land agents, 

wo:-kea 'I'l l t!l per::11 ts . surf ace owners, coal compan1es, 

lease acqu~ s 1t1ons. lease r enewals. rn 1987 I was 

trans :~rrea t o ?e~o Resources 1n ~ngsport, Tennessee, 

pos1:.:on as d ls t=.:. c :: landman south. l'!y responsibl..ll.t:les 

wer e W!t~ tne opera~1ons department, land operatlons 

wh~~e : supe~v.:.sea the Kentucky l and operat lons out of 

tn;.- :i.l::ara c! t:.ce and also the K:.ngsport off1ce for 

a~:! !:nc pr ocracs. negot1a:::tons w1th surface owners, coal 

=o- oanleS. F:-oo . 989 t O t he present !'Ve been Wlth 

EQil taD . e Resources ~xPloratlon. I've been d1str1ct 

.u~~-~~ so~:n . . anacan c1pe:!nes . landman p1pe l 1nes and 

- - ~s~ ~cqu1s : t~ons . l ' ve served ~n va~~ous capac1t1es. 

~pe=v:~: r.c ~ent~cky land operatlons, superv1s1nq the 

p:n· -lr. .. :-:qht- o f - wav. acquls itlons department for 

v. :..·~:;, 1.1 ar.a an now 1n the c opaclty of leas e acquls1tions 

s 
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superv1sor n~ well as p:pel~e r~Qhe-o f -way superv~sor 

2 work1na w1~h cont r ac t land agenes. m~neral owners . coal 

3 cocpan:.es and settle~ents for rlQht - o f-ways. 

4 so. Mr . He tlln. you · va oeen employed 1n che o~l and gas 

5 1naust ry f o r t l fteen years come th~s March , ~s t hat 

6 correct? 

7 Yes . s:.r. 

8 Ana toe oulk oc your ~~er~ence ~n the lndustry bas been 

9 pr:mn~l-Y lease negot1a:1on and oegot~atlons w~th m1oeral 

10 1nterest owners, su~fnce owner s. coal compan1es and 

11 p1pe!~ne r :.qot - o t - way acqulsltlons? 

13 

14 

That's co:-rec<:. 

KA!S ER: H:-. Churman and members o f t he Bo.l .::t. a: th~s 

t1~e we'd subclt Mr . Hefl~n as an exPert Wltness on these 

15 natters. 

18 4~ CHA!~v~~= Ar.y quest1ons . members of the Soard? AnY 

17 ob , ·~ c:.::.on : O~t.s•·. he's accep~ecL 

18 

19 

20 

21 

22 ' . 
23 

2 .. 

25 ' 

~ ~~. K 3ls~:- conttrues.l Mr. He~lln. do your r~s~ons

: ~~l~t lo:S :.ncluo~ the lnnas 1nvolved here and 10 the 

· ;.~ r:.-o•,na 1nc: .:1rea 

A-:~ vou :nc:.!:.ar \llll:h Equlta.ble's appllcat~on for the 

~s - 1oll snment o t a a:-ll l tnq un1t and a poo l lng ot~er for 

£~~ ( h ~ ~ - V-l~~q wn1ch was dated June 17th . 1994? 

t~G. I <ll!:. 

6 



• 1 Q 

2 

3 

• ~. 
5 ~ 

6 

7 

8 A. 

9 o. 

10 

11 A. 

12 Q. 

13 • 14 

15 , . 
16 • 

1i 

18 

19 

~ 

21 

~ r 

~ ~? 

2~ 

~ 

• 

: s Equ!tab.e ~eeklnq t o t o rce pool the dr1ll1nq r tqbts 

unoerlv1nq th~ ar1l11na and spactnq units as depicted at 

Exhtblt A o: the app11catlon? 

correc·. 

Has Equltaole applled : o r a pe~lt and 1s a permlt now 

peno1nc befor~ the OKV£ and when was that perm1t appl1ed 

:or ? 

Noveccer l~tn. 199~ . 

Do~s Equl tanle own dr1ll1ng r~ahts 1n the un1t involved 

here ? 

Yes. t hey do. 

ooes the procoseo un1t aep1cted at ExbLb1t A 1nclude all 

ac rpaq~ Wlthln 2.6 ~ 0 feet. that 16 a 1.320 foot radtus of 

p~oposeo ~ell V-28:4? 

Yes. 

what was tr~ lnterest o: Equttable 1n the uo1t at the 

=-ne o: appltcatlon? 

A· t~e t!ce o: app. 1cat1on 1t was 60.3 7 percent leaseo. 

, · tn!~ cresen: t~e we've plcked up aoo1t1onal leases 

ana ~~r !nt~rest ~s ~0 .689~ percent. 

~ a t : tne u~!~asec 1nt erest 1n the ~,lt at th1s tiDe? 

A· tn:R t:~e It's JQ. JOlu p~rcent . 

~~I~E~: Hr. c~a1~an. a t thts t 1me I ' m go1nq to subml t a 

rf•Vlr.eo CXhlO!: & ro t he Board and we 'll QO through t h1S 

and denot~ :no~~ respondents that wl ll be d1sm1ssed and 

7 
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J. 

denote soce o~ersn~p changes and mar1tal s tatus changes. 

(Hr . Ka~ser conL~nues. ) Hr . Hefl1D, are all unleased 

part~es s et out at rev1sea Exh~blt B? 

Yes, they are. 

Pr1or to f~ l 1ng t he appl1cat1on were efforts cade t o 

contact each o f the respondents and an a t tempt made to 

work out an agr eece&t regar~g the developcen~ of the 

un2t 1nvolved? 

Yes . s 1r. 

subsequent to the f~llng of the appl1cat1on have we 

cont l nued to attempt to r each an agreement w1th che 

respondents llsted at rev1sed Exhlblt B? 

Yes. we have . 

As a result of these e:forts have you acqu1red other 

leasea ~ro~ ~,Y of tne respondents? 

Yes, we have . 

At thls t~e let 's qo t~rouqb t he ent1r e rev1sed exhlblt 

t hat the Board nas 1n tront of them and llst the add

lt l o~a- leases that nave been acqu~red and also llst any 

ot her oer t lnent chanqes t hat are reflected on th1s 

exn~blt as opposed t o the exhlblt that the Board bad 

pr1o~ to t ne hear1na. It you w1ll JUSt do that page by 

oaae for t hee. 

on Pace !. tract one ana t wo. a fter we acqu1red the lease 

t rom R~bertson we added h1s 1n1t1a l because that's the 

8 
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2 

way he s1qns n!G name: Robert. R. on Page 3, number 13 , 

James Hll lcockc. we acqu1rcd t.hot l ease. 

3 Q. so J aoes Hl llcocxs 1s now l eased t.o EREX? 

• 
5 

6 

7 

A. Yes on tract l u we' ve hao a chance of owne rshlP due to 

our t.lt. l e ln!orcat.lon . The t.ract. w1ll be shown now ~ 

tn~ ownersbl.p of FJ. rs~ Un1on Nat1onal Bank. we are now 

1n t.he p~oces s of work1nq w1t.h thee t.o obta1n a lease . 

8 HR. CHAlRHAN : l s l.t F :.~s : Un1on Nat.1 onal or 

9 :'HE WI'lNESS: F:.rs t Unl on Bank . I ' D sorry. 

10 0 (Hr . Kalse~ cont. 1nucs.) And 1n t.rac t 18? 

11 A . Tract 18. chat was a change o t ownersh1p. El s1e counts 

12 1s aeceased and her s on Donn1e ond hl.s w1fe Patty are now 

13 :ne owners o r r~co=a . 

t• ~il. LEWI S wnat? 

15 ~! w:TIIESS: She's deceased and theY ore now t he owners of 

16 r~corc on t ract . a. 

1; ~ o . t _w:s : vou aor.• t nave hat under lease? 

18 i r. WITNESS : ~0- Sl!. 

19 J IHr - Kal.scr co~tlnues .l Tne n•xt chan~e woul d be on Page 

20 b tract ~8. Tnat. · s n nace change t ~om Robert to 

21 r.3~.ana 3t:.lt~e~ . 

22 , Y<.!G. 

~ on troc 30 there 1~ also a n30e change? 

2• we tHld :. c1stype where we hod Robe rt Darr e l O'Qu1nn and 

~ 1- sr.?ula b~ P.obe~t Darr el Deol . 

9 
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Tne nex~ would o~ Pa ge 7. ~~ac~ 32? 

That lS a cnanqe o : owne~sn1p . Ang1~a W1ll1s had deeded 

~h~s ~o b~~ dauah~er L~nda Lou Wl l lls . We' re also ~ry~g 

to ~or~ w~th her at t h ls pa~~1cular ~~me. 

suosequent to ~he : 1l1ng ot ~e 1n1t1aJ appl~ca~ton. 

Tract 33 we naa o~~g10ally l~s~ed ~ne Pa~~on and Lewts 

h~trs as oe1ng unknown . we have 1den~1f1ed ~bose he1rs 

and have p:ckec up so~e leases on soce of t hose be1rs . 

Tna t cover s seve~al paces -- through Page 16 . The n~ 

change 1s 1 0 t~ac~ 34 . 

t~noa ~oc w:.!lts, t hat 1s tee same a s we spoke of before. 

he= r~:her Anglta haa deeded ~1s pa~1cular p1ece of 

proj:)e~~Y t o ner . 

Tne nex- codOge ~sa coanqe 10 owne r sh1p 1n ~ac~ ~7. 

?3C~ 18? 

7nat was at cce po!nt Dana T . owens• . Tnat prope~y has 

exccanoea ha~as ana ~s ne w Mav t s J . 0 QU~ . 

Ano~n~r conveyance t hat was ~aoe s ubsequent ~o che __ 1ng 

o: ~n~ appltca~l~n ~ June . T=ac: SO would be che 

chanc;,·~ 

Trac : 50. we · v~ aco~1red a l eas e s1nce our or1g~al 

apol.1ca::.on. 

• ~ac: ~- r 

Trac~ ~3. we d:scovered by our convers at1ons w1~h Charl1e 

De~ ~ a~d a-s~ tn r ouan : he tl ~le Oi' lntons tha~ Charlle and 

10 
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2 

3 

4 

5 o. 
6 A. 

7 Q. 

8 A. 

9 

tO 

11 Q. 

12 . 
~ . 

t3 c . 
14 

tS ~ . 
16 XP 

t7 

18 

19 

~ 

Ada oeel had a l1te es tate and the1r son J ames Helvln 

oeel haa the reoa~ndercen . we• ve since llsted blc on 

ne re ana also nave p!cked up the lease on h1s reca1nder-

men . 

7he~ ~ne next change 1 s 1 0 t~act 64 ~hlch lS on Page 21? 

Toat's a change o f aaaress and ~arltal status . 

And tract t5? 

Tract 6 ~ 1s a coange o f ownershlp . we had once bad 

Henela counts oeel. After : urtber 1nves t1gat1on L1nda 

Lou W1ll1s 1s the owner of that particular t r ac t. 

Ana tract 6b on Page 22? 

Tract 6 t , we have acqu1red all leases ln t hat tract . 

so t hat t=act was foroerl y unleased and !S now leased to 

KAlS£~: ~:. Cha1rcan and membe~s of the Boara. those are 

:~e ado1t1ooal l eases we oave pl cked up s1nce ~e 1n1t1al 

:1l 1nr o i the aool : catlon and any addlt lonal o~~ersbip 

cr.an~es c= status c~anges that subsequent tltle work ana 

oue al.lQence nave revealed. 

21 ~P. ~HA=~~ = Any auestlons o~ thls , c embers of the Boa~d. on 

~ r cv1s oc t xhlblt B~ Have you labeled both of those, the 

~ one tna t y~~ handed out, Tom . and then th1s one --

24 fUL~Ek· Yeah . 

~ CKA.~~ = Tne one you nanded ou t nad r ev1sed wrote above 

11 
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th~ oate. 7~ls one has r ev1s ed ae the top of the paoe. 

2 TD13 1s che o i t 1c1al one? 

3 

• 
5 

6 

:UL.'iER: Yean. 

LEWI S: Are you a l l oo1ng eve rythlnQ you can to try t o get 

these other -- parts you don' t bave leased? 

WITNESS: Yes. Sl r. We ' re contlnually tal~q Wltb the 

7 peopl~ ~ryLDg t o acqu1re tbe1r lease 1n:erests -- to :ry 

8 : o lease t he1r 1n:erests. L1ke I sa1d, I have a land 

9 agen t at : h : s particular t~e and that' s h1s well and 

10 we•re t alKlng w1~n people. ma1l1n9 documents t o them and 

11 t rylng t o acqu1 r e and obtaln r1gbts from them. 

12 _o. CHAI R..'tA.~: Ot:her questlons? You may proceed. 

13 ~-

14 

15 

16 

17 

18 

19 

20 .I 

21 

22 

23 

24 

25 

(Mr . Ko :ser cont10~es. ) Mr . Hef l ln, were any effo~s 

cad~ : o oeter=:ne 1: t he lndlVldual respondents were 

11v1r.g or a eceased and tbe1r wbe reacout:s and 1f deceased, 

were ~r:orts aade t o deteral ne the names and addresses 

anc w'-ereaoouts o f :oe successors to any deceaseo 

1nc:v1dua_ responde~ts? 

Yes. 

~ere r~asonaole and d1l1qent e:forts cade and sources 

checY.· a to lO!?OtlfY and locate unknown neirs . to 1nclude 

pr1cnry sources sucn as deed recor ds. pr obate records. 

assessor~ recor ds, t r eas urers recor ds and 1n add1t1on 

seco~ocry r ecor os such as te l ephone d1rector1es, city 

c1rec~or!es , fam1l y and f r lends? 

1~ 



• A. Yes . chere wer~. 

2 Q. In your pro: ess1onal op1n1on was due ~l1;ence exerc1sed 

3 ~o loca~e each ot ch~ responaenes oaQed bere1n? 

4 A. Yes . 

5 o. Ar~ ~~e aadresse s sec ou~ 1n che f~nal rev~sed Exh~1e B 

6 co che appl1cac:.on the lase Known addresses f or tbe 

7 responden~s ? 

8 . ,.. . Tna~ · s co:-rect: . 

9 Q. w:. ~b cne e~cepn.oo o: t hose part.1.es wb1c.b you are hereby 

10 d1s~1ss :.no t :"OQ the proceed~n; are you requestlDQ tb1s 

, 9oara ~o ro:-ce pool a!l o~~er unl eased 1ncereses l1seed 

12 

• 13 A. 

14 Q. 

·1es . 

:oas £qultab-e seek to i or ce pool drllllnQ r1qbts of each 

15 1no .v1audl resconaent 11 llVlDQ and 11 deceased. the 

16 u;:.'--:o;.-n s<Jccessor or successors t:o a."ly deceased 1nd1V1du-

11 al responaenc? 

18 ~ 

19 ~ :s ::.T.ll t. ab.l.e see:t1no t o tor ce pool the dr1l ll.Jlg r1c;hes oi 

20 ~ne oe~son o~s1qnacea as t ruseee 1f ac~1nq 1n the 

21 capac :ty o t ~rus~ee acd 11 not ac t.1ng 1n such capac1ey 1s 

22 _qu~tao. e see~_nq to :o~ce pool che dr1ll1ng r1ght.s of 

23 tr.e s~-c~ssor ot such t ruscee? 

24 ~ y .. :;, w,.:. a re. 

25 ~~. ne:-ln. ~=~ vou t ao1l 1ar Wlth the f a1 r market value 

• 
l3 
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3 

4 

5 

6 

7 

8 

9 

10 

t1 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

'J. 

). 

of d~l- l lnq r:qc ~s 1n ~ne un1t here and in ~he surround

l nQ area? 

Yes. 

woula you aa v1se t he Board as to wnat those are? 

A ss cons 1derat 1on . : 1ve year term. one- e1qnth royalty. 

01rl you ga1n you~ tam:l1ar1tY by acqu1r1nq oll and gas 

l eases and other agreec en t s 1Dvolvl.ng the t .ransfer of 

dr1ll1ng r1qnts 10 the un1t 1nvolved here and in the 

surroun~g a~ea? 

Yes . 

! n your op1~ 1on do t he t erms you have testlfled to 

rep~eseo~ t he fa1r mar ket value of and the fa1r and 

reasooaole compensat1on :o be pa1d for drlll~g r1ghts 

t-n.t.!nn t he un2.t ? 

Yes tney do . 

Based on that and as t o the respondents who have not 

vo l un:ar: ly agreea t o l ease do you r ecommend that the 

resooncen~s ! lsted a t r ev1sed ExhlDlt B who regain 

unleasea b~ allowed t he followloQ opt lons Wlth respect t o 

the! r ownershlp Lnteres t Wl t h2n the un1t: 1 ) Partic1pa

t :on. 2) h cash bonus of ss pe r net m1neral acre pl us a 

one - e t c;n:n o : e ! Qht - e : gh ths r oyal t y . 3l rn lieu of the 

cas~ conus ~•d one- e:ghth ot e:gbt-elghths royalty share 

1 0 :ne operat:on o t the well on a carr1ed bas1s as a 

carr1ea ooerat or under t he t o l l ow1ng cond1~1ons ; such 

14 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 h 

13 Q . 

14 

1S 

16 

22 ~. 

23 

carr1ed ope=a~or shall be en~1~led to ~he share of 

proauc~! on rroc ~he :races pooled accru1nq to b1s 

1 n~~res t but exc_uslve o : any royalty or overriding 

r oyalty reserved 1n any :eases, ass1qnments thereo~ or 

agreemen~s =e a~1cq there~o of such tracts but only af~er 

the proceeas allocable to o1s share equal A) 300 percent 

of t he share of such cos t s al l ocable t o ~he 1nterest of 

the carr1ed operator o: a leased tract or port1on thereof 

or 91 200 percec~ o f the share of such costs allocable to 

th~ l nterest ot the c ar=led operator of an unleased tract 

or por~:on thereof? 

Yes. 

oo you reco~end t he o rder prov1de that the elect~ons by 

respond~nts b~ ~ wrltlnQ and s ent t o the appl1cant at 

E~:~aole Resources Explorntlon. 1989 East Stone Drlve, 

? .O. no,_: 1983. Rwqsport . Tennessee, 37662-1983. attent

lon ~c rce He::1n. regulat ory? 

:'ha-•s co=r-ec ~ . 

shouta :n:s o~ t ne aadr~ss for all cocoun~cat1ons Wlth 

the app!_can: concern1nq the force pool1nq order? 

ves. 

ro yo~ r~~o ~end toe torce poollnQ order prov1de that lf 

no w:ltten elcct1on 1s properly made by a respondent then 

~ sucn r~s~ondeot shal be deeced t o have elected t o tbe 

~ casn r oyaltY optlon ~n l1eu of part1c1pat1on? 

15 
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6 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

~ 

21 

~ 

n 

24 

~ 

• 

J. 

A. 

~ 

~-

Yes. 

Should ~ne unleased responden~s be q1ven 30 from ~e date 

of the ord~r t o f~ le wr ltten elect1ons ? 

Yes. 

!f an unleased r~spondent e ! ect s to partic1pate should 

tna~ respondent be g1ven 4 5 days to p ay the appl1cant for 

respondent 's proportlona~e share of well costs? 

Correct . 

Does t he appl1cant expect ~e party elect~q t o partlCl

pate to pay 10 advance ~hat par~y • s share of the coaplet

ed well costs? 

Yes. 

snould t he appl~cant be allowed 60 days followlng the 

recordat1on aate of the order and t hereafter annually on 

:na t date ~ntll proaucc~on 1s ach1eved to pay or tender 

any cash bonus oeco~1ng due under ~he force poolinq 

ora~r? 

Yes . 

co you =eco~end t he fo=ce pool1nq order prov~de that lf 

a responaen~ elects t o p3rt1c1pate bu~ fa~ls to pay 

res~ooaent 's p=oportl onate share of well costs satlsfact 

ory to :ne appl1can~ for the payment of well costs then 

the r~spondent 's electlon t o part1c1pate shall be created 

as nav 1na been Wlthdrawn a nd vo1d and such respondent 

shoulo be treateo JUSt as 1f no 1n1t1al elec tlon had been 

l6 
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• 

• 

2 A. 

3 Q. 

4 

5 

6 

7 

8 

9 

10 A . 

11 Q. 

12 

13 

14 

E1 l ed under t oe tor ce poollD~ order? 

That' s correct . 

co you reco~end the : or ce pool ln9 order provide that 

wher e a r espondent elec t s to part1c1pat e but defaults lD 

regard t o payment of well costs any c asn s um becoa1n9 

payab l e t o such r espondent oe pa1d WlthlD 60 days after 

t he _as t date on wh1ch s uch res pondent coul d have pa1d or 

made s at ls t actory arranqe~ents f or the payment of wel l 

costs? 

Yes . 

c o you recomoend the force pool1ng order prov1de that 1£ 

a r espona ent r e fuses t o accept any payment due . lDClud1ng 

any paYQent de e under sa1d order or any paycent of 

royalt y o= cash bonus or s a1d payment cannot be pa1d to 

15 ~r.e party t or acy r~ason or t here 1s a t 1t l e de!ect 1n 

16 th~ re~pondent' s l~teres t that the operato r c reate an 

17 esc=cw account : o r t oe r~spondent •s beneflt untll t he 

18 ~oney can be pata t o t he par t y or untll the tlt le aefect 

19 1s ru=ea t o tee opera t or' s s at1s fact1on? 

20 t Yes. 

21 Q ~= He:l1n. wno shoulo h e naced the operator under the 

~ torce poo_! na or aer ? 

23 ;, ::qultah_e R~sources ::xplo rat l on . 

24 ~R. RA:S£R: H=. cna1~an . t ha t 's a l l ! have for thls Wltness 

~ at thls tlme . 



• ' MR . CHAIRMAN: ~~Y quest lons. members of the Board, ot tb1s 

2 Wl.tness? 

3 MS. RIGGS : cou l a you r epeat t ne address for the ma1l1n9 of 

4 eleCClOns? 

s MR. KAISER : s ure . l989 Ease Stone Dr1ve , P. O. Box 1983, 

6 Rlngsport . Tennessee. 37662-1983, attention George 

7 He:l.:.n. 

8 MR. ~RHAN : Any oLCer quesc1ons? 

9 (Wl.tness s tands as1de. ) 

10 ~~ . ~~~: You may call you~ next wi~ess . 

11 ~~. KAlS~R : I would ca! l Hr . Dahl1n at th~s t1me acd I 'd 

12 rem~nd h1m t hat he's been sworn . 

13 • 14 R03ER7 A. DAHLIN, II 

15 a w1toess wno . a rcer hav1ng been prev1ously sworn . was 

16 exao1ned a~d tes t l.fl.ed as fol l ows : 

17 

18 DIRECT EXAMINATION 

19 

20 bi' HR . KAI SER : 

21 . ' . Hr . :>a.11 1n . coul d you pl ease s t ate your name for the 

22 reco:-c . who you 're em~_oyed by and ln what capac1ty? 

23 1\. loiV nar::e lS Robert A. Dah-l.n, II. I •o eoployed by &R&~ BS 

24 an p:-oductlon specl\l ll.s t . 

25 ~ Hav~ you pr ev1ously t es t1f1ed before the VJ.rq1n1a Gas 6 

• 
18 
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2 

3 A. 

• Q. 

s 

6 A. 

7 Q. 

8 

9 

tO A. 

" Q. 

12 

• 13 A . 

14 Q. 

tS 

16 A. 

17 Q. 

18 

19 

20 

21 

22 A. 

23 Q. 

24 A . 

2S o. 

• 

011 Board ~na have your qual1f1ca~1ons as an expert 

w1~ness prev1oualy been accep~ed by the Board? 

Yes, s1r . t.hey have. 

Do your respons1b1llt1es 1nclude the lands tnvolved bere 

and 1n the surround lnQ area? 

Yes. s1 r. 

Are you taal llar w1th ~he proposed expl orat1on and 

development o f ~he un1t 1nvolved here under the appli

cant 's proposea p_an o t developaent? 

Yes. s1r . I am. 

wnat 1s the total depth o~ the proposed init1al well 

under the appl1can~ ·s plan of development? 

4 .600 : eet. 

~o< :.ll ~a1.s be deep enough to test all formations conslst

ent Wlt~ ~he well work perm1t? 

Yes . Sl ~ . It Wlll . 

:s tne apol1can~ r equestlnq the fo r ce pool1ng of convent

lonal aas rese~e s not onl y to 1nclude the des1qnated 

: orQatlons bu t any other fo rmat 1ons excluding coal 

t o rmat:ons wh1ch lll-'1' be bet ween ~hose tortlatlons deslqn

atea :roo the sur:ace to the total depth dr1lled? 

Yes. s1r. we are. 

Is t 11S 1n1t1al well at ~ leqa l l ocatlon? 

It l S. 

Wha: ~~e the est1mated rese~ves of the un1t? 

19 



• 1 A. we an~lc!~a~e 750 m~-l1on cublc foot o f gas . 

2 Q. Are you fam1l1ar wt th the wel l cos t s f or the proposed 

3 1n1t1al un1~ well under the appl l c ant' s pl an of deve l op-

4 ment? 

5 A. Yes . s1 r , ! ac. 

6 o. Have you rev1ewed, s~qnea and s ubmitted an AFE t o the 

7 Board? 

8 A. 1 have. 

9 Q.. was : n!s A! £ pr epared b y an eng2neer1ng department 

10 knowleage 1n t ne prepara t l on of AFEs and knowl edgeable 1n 

" regard t o wel l cos:s ~n ~hls ar ea? 

12 A. Yes, s!.r. 

13 Q. Does t he AE~ represent a r easonable est1mat e o f ~he well • 14 costs :or the proposed un~t well under appl~cant's plan 

15 of deve!OP:!Ient ? 

16 . .. . Yes. s1r, lt ~oes . 

17 (' wou~d you pleas e s~ate both the dry hole cos t s and 

18 co:!lple ted well costs ror the Board? 

19 A. Dry no e rosts are S125,950 Wlth cocpleted well costs 

20 s24 7 • • ~o. 

21 o. D~ ~hese cos~s an t1c1pate a multlple coopl etlon? 

22 ;. Yes. 

23 1,- Does tne A:E l~clude a r easonabl e char ge f or superv1s1on? 

24 A. Yes . s~r. 

25 o . Hr. JdD!!r.. 1n yvur profess1onal op1n1on Wll l the 

• 
20 
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• 

• 

2 

3 

4 A. 

aranc1ng of c~ 1 s appll.catton be ~ the bes t lnterest of 

conservatlon . preventton of waste and the protectlon of 

cor=e l atl.ve r1ghcs? 

Yes. s1r . 

s MR. KAI SER : I have no :u=tner ques t1ons of thls w1toess at 

6 thls t lme. Mr . Cha1rman . 

7 MR. CHA!RJ-I.AN: Q'.1est1.ons . CJembers of tile Board? 

a M..~. EVAllS: one quest1on for c larlftcatl.on . You've got 3,000 

9 foo: o: gatner1na l 1ne? 

10 THE WITNESS: Yes . s 1r. 

11 MR. EVA.'~S: At almos: S27.000? 

12 THE WITNESS: Approxtmately S9 a foot. Tbl.S !.s agal.n over ~ 

13 t:be Russell for~ faul t area a long the r1ver. !t*s a 

14 seep- out to the north and t he east . we have basl.cally no 

15 weLs Wl thl.n tWO mlles tO the nortr. and l.t's JUSt real 

16 rugcea and r ough and a llt t le far out. 

li HiL EVANS: So you' re 0:1 tile edge 0~ your progra.Iil to tryl.ng to 

18 extend~ 

19 -H=: '•C'i'JESS : .Je ' r.? JUS t sr.epp1ng out, yes. 

~ ~R . c~~!~~ : A~Y otner quest l.ons , members of the Board, on 

v :ne AFE o= anyth:ng t n1s Wl.tness has testifl.ed to? 

~ (Wl. tness stands as1.de.} 

CHA!RMAt. Do you have anythl.nQ further~ 

24 M?. KA!S:i: R: f';o t rung f urthe r , Hr . Cniu rman. 

25 H? . CHA!R.'·!AU : ! dor. · t. bave my b l.!:ocals Wl.th me this mornwQ 

21 
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• 

• 

2 

3 

and I cay need eo go back ~o ~he prev~ous w~eness, but on 

the plat chat you have can you locate for Qe - - help me 

loca:;e trac:; 66? 

4 MR. EVANS: RlQht ae the top. 

5 HR. CHAl R."tAN : Okay . There lt 15. Thank you . 

6 ~. HEFLI.N: Trac t 66 lS a cemetery lot. 

7 ~R. CHAl PJoi.AN : : •ve got lt. Thank you. 

8 MiL HEFLIN: '•U.th a l! the hel.rship wvolved. 

9 ~~q. CFJ.!RMAN : 'l"nere•s a lot . Any oener quest1ons, 

10 ehe Board . on thl.S case? Do we have a cotl.on? 

11 ~~ . EV~~s: : ~ove t hat we qrant ehe pecl.tl.On. 

12 ~. K£LLY: Second. 

13 M?.. C"rlA!'iU'.AN : A QOtlon and a second. Any fureher 

members 

14 a1scus~:on? Al l 1n favor sJ.qnl f Y by sayJ.nq yes . 

of 

15 (ALL AfFr?~.) Opposed say no . !NONE . ) It ' S a UUAn1mOUS 

16 apprcval . Tnank you. !~eQ II was cont l.Dued. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

22 



• 

• 

• 

ITEH II I 

2 

3 HR . CHAI~~= Item II! 1s a petltlon from Ratl 1ff Gas company 

4 fo r an order establlsh1ng a dr1ll~g un~t and force 

5 pool1ng coaloed ~ethane a=1 l l 1ng unlt 1dentif1ed a s U-19 

6 1n the oakwood Fle l d 1n t he vansant Quad= angle. Tbl.s 1s 

7 docket numbe~ VGOB-94/10/24-0475. We' d as k the par~es 

8 t hat w1sh to address the Board 1n ch1s oatter to come 

9 forward at thls tlme. 

10 HR. HUL~INS: HY n~,e 15 Tow Hull~s. I'm Wlth t he Street Law 

11 

12 

13 

14 

15 

F::.~ ~ Grunay, Vlr gl.Old. I' m here toaay representlng 

Ratll f ! Gas company and Wya t t Rat l lff pur suant t o t he 

appl1.cat1on f1led by t hat company for un1t U-19 . I 

apolog1ze t o the Boar d . I may not be able to talk very 

lono. I know that's unusual for a lawyer . but I've been 

16 SlCJC 

11 HR. PRU!TI : Good oorn::.:1o, Hr . Cha1rnan, gent l emen . I am 

18 Thomas Prult t. I'm an attorney 1n Grundy , V1rg~1a and I 

19 repr~sent the Wyatt Harr1son trust, Hr . Landon R. Wyatt 

~ 1s trustee. we 3re des1gnated as one oi the cla~ants 

21 pu:-suan-: ~o tnl.s appll.catlon . 

~ M~. SWARTZ. Mark swart~ . I represent Buchanan Product1on 

~ compuny ana ( lnaudlble. ) coal Company , both of whom are 

24 _ls~ed 1~ t:le appl1cat1on as pot entl.al claimants. 

~ ~~ . RATLI FF: I'~ wyatt Ratllff, president of Ratliff Gas . 



• 

• 

• 

1 ~R . PRU IT? . Mr . c,a1rcan . may I Ln~roduce Hr. Landon wya~~? 

2 KR. CHA1RMA."i: Yes. 

3 ~~ . PRUITT: ThanK you. 

4 MR. MULLI NS: Kr . Cha l.r:lan , ! would ll.ke ~o make some l.Otto-

5 duc~ory r euarks, bu t s1nce there are o~her par~ies here 

6 ~oday pursuant to the appl1.cat1on if there are 901.09 to 

7 be any oo) ec~ :o~s !: we cculd ge~ those before the Board 

8 up f ron~ caybe we can taylor our presentatlon and shorten 

9 the t~e l t w1ll t ake t o present tbe ca~ter ~o the Board. 

10 HR . CHA1~~ : I woula ask for a summatlon o f obJ ectl.ons at 

11 thl.s ~:me. 

12 ~~ . sw~~TZ : I f you look a t the appl1cat1on the pr1cary 

13 

1.$ 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

orob le~ ttat we nave -- 1f you look at tbe application 

the r e's a pl a t a ttached . The appl1cat1on seeks to pool 

an 20 ac r e oa~"ood un1t. Th1s well bore is dLrectly over 

a u l oea out lon~"al l panel 1n the Beat r 1ce c 1ne. As tbe 

3oar d. : •u sure , recalls ne1ther of the Oakwood orders 

apply ~o sealed goo . Oakwood F1eld Rules I 1s esseotl.al 

ly a se t o f : 1e l d rules w1th so acre un1ts for frack 

wel~s. wells toat are drlllea lnto tbl.s v1.rg~ coal or 

adJacent t o v1r o1n coa l and many of them were fracked . 

oa~~ood II appl 1es t o short bole active gob. Active gob 

hus gene ra!. ly been de f 1ned a s aob gas produced above 

l onawal l o1n1ng 1n a m1ne tha t ' s not sealed and that's 

ooeratlnq. The status o : the Bea~r1ce m1ne at this po1nt 

24 
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1 ~s 1t bas SLX sna!ts. Three of them have been sealed. 

2 Plans are b e1 n9 developea and negot1a~ed w1th the 

3 r egul a t ory people t o s eal t be o~her chree. so 1t' s 

4 partlally sea led at tb~s po~t. There's no act1ve =in1n9 

s 1n 1t . ou r pr1.cary probl em 1s we v1ew thls as a qob well 

6 and even 1: lt was ac ttve gob the rlgh~s of the people ~ 

7 the ent1re panel L, at ~1s well 1s over need to be 

a aaaressed. we can see that a s e aled gob sttuatton l.S 

9 co~1nq s 1nce nal f the shafts have b een sealed. In that 

10 

11 

12 

13 

14 

event you have t o take another look at what appropr1-

ate dra 1n a~e . Toat's our pr~ary problem. Also there's 

som~ dt ff1c~lt1es w1tb tbe appl 1cauon . If you l ook a t 

lt 1t 1s so~e wnat 1ncons1s t ent and hopefully ~oc can 

stra1Qh ten t h1s out -- a t t tmes 10 the appl1cat1on the 

15 appl1can t ~ep~es~ts they have 100 percent ownershlp ~ 

16 thls 80 acre un1t and then o ther ttmes 10 the application 

17 they acltnow!edqe ~at t here are cla1.1Dants such as my 

18 cllents and Mr . Pru~tt 's c ltents . In ad~tlon. when you 

19 looK at t~e eADlbl tS t o toe appl lcatlon there are no 

20 petcent ages o~ d1v· s 1.ons o f 1.nterests set forth for most 

21 o t the people who have be en JOl ned as potenttal c laim-

~ dots . so the r e 1s no way t o c alculate what people' s 

~ c lV-Slon of 1nte~ests a r e , what part1c1pat1on cost s 11119bt 

~ o e. 1hat s another p roblem Wl.th the applicat1on . In 

~ add1t1on Wlth rega rd t o well cost s -- and I' c not sure 

25 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

how 1 opor~an~ ~~1s 1s -- t here are exh1b1t s , well 

es~1ca~es froc other appl1ca~lons attached ~o the 

exh~lt. r ~1nk t hey 're a col l ectlon of Buchanan 

Productlon coopnny est i mat es , well estlmates and there 

oay oe so~e Co::tsol and PGP e st1oates. You need to be 

car eful w1tb those estlca~es because 1f my recollectlon 

1s cor=ect al_ o f tn~ deal Wltb frack wel l s . so ~ere 

are bugn nucoers assoc1ated w1~ fractur1Dq in the order 

of caqn1 t ude of S75, 000 / s80,000 . s o ~o the extent these 

well est1cates are relevant fo r comparis on purposes I'm 

not sure tnat ~ey are . but t o the ~ent that they ' re 

r elevant or you coruader thee you need t o be very careful 

to bac~ o~t f=ac~ cos t s. In addit!on there 1s a safety 

conce=n t hat we have. AS you w1l l l ea=n, th1s well was 

dr! lled bac~ 1::1 1970 as a de~as well to be vented. There 

was 1~tlQ8tlon 1nvolv1ng th1s well and at least by 1971 

Is land c reex nad essent l ally walkea away from the bol e. 

Mr . R3tl:f: bad taken possess1on ot 1t back as far as 

_,7!. 7nat l1~1gat1on ultlcate l y set t l ed and 1t was -

w~· ve gone o~cY. and rev1ewed the f 1les and so forth and 

1t 1s pret~y clear that the settle=ent contemplated that 

Mr. Ratll tt would have cont ro l and possess1on of the well 

bore ana Island creek had d1scl aioed any 1nterest in it. 

But no w=ltten document has ever prepared . No written 

agreecent . certa1oly what happened - - we have tendered a 

26 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
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20 
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22 
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25 

wr1tten agree~en t waereby Island creek would d1scla~ any 

1nterest at all 1n thls wel l bore and Hr . Ra~liff and/or 

his co~pany wouta as sume responslbilitY for lt recro

ac~l.vely . AS yet w~ oon't have a s1qned agreeQen~ , but 

chat ' s s oaetotnq ~at probably needs t o occur :rom a 

requlatory s tanopo1n t . so the 1s sues t o s ummarize are we 

bel1.eve thl.s 1.s a gob well. An eo acre un1~ 1.s not 

approprl.ate. Thl.s m1ne l.S 1.n t he process of being 

s ealed . There are some owners h1p 1ssues that the 

appll.cat~on ! do not believe addresses and the cost 

1.ssues cay not be approprlately addressed ~ the appll.ca

tlon e1ther. Last th~g 1s a safety 1ssue wh1ch really 

doesn ' t L~volve you al l. but co t he excent ~hat you wer e 

to approve th1s appl1cat~on the last: tb1..0g that I would 

sucaes t 1s as follows : wnen Mr . :Uloer•s off1.ce issued a 

per=~t w1tn reaard t o :n1.s well lt was cootl.ngent upon 

Mr . Rat l~f~ ana hlS co~~any com1ng t o you and pool 1ng 

to~s un: t appropr:at ely . At that t Lme the Beatr1ce Hl.De 

was no: :n ~e process oi he1no sealed and s afecy 1ssues 

r ela t 1nc t o a pressu~e change 1 0 the mine were not really 

on the t ab_e 1 n f ront of Hr. FUlmer . In the event you 

we r P to app rove th1s appll. cat l.on and development would qo 

torward I wou! d r eques: that lt he sent back to Hr. 

ru ln~r Wl t h an 1na1cat1.on t o h1m to r ev1s 1t s afety i ssues 

assoc 1.a ted w1t n tne seal 1nq of thls mine . Reall y wha~ 
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9 

tO 

tt 

12 

I'c calk1ng about 1s cbe vtrg1n coal pressure , you know, 

rouahly 10 the order o f 600 PSI. Once we seal the mine 

we woula an~ 1c1pa~e thac t he pressure cha t ~s well 

e>~er1ences would 1ncrease over soae perlod of tume. I'm 

not ~~ll1ng you 1t woula 600 pounds. but I thkOk lt's 

reasonable to ass ume ~nat lt ' s go1ng to 1ncreas e over a 

per1od o f t10e and that Hr . :Ul cer should be asked to 

look at whether or not chere are any safet y issues that 

need to oe adaressed 10 that peralt , to ant1c1pate 1n a 

safe way the potentlal ~crease 10 pressure. That 10 a 

nu~ sh~ll 1s wha~ cy cl 1ents ar e concerned about on ~s 

appllCat!.OD . 

t3 ~R. PRU!':l: ~r. Chairman. I would add one add.l~1.onal concern 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

to tha~ 11s~. The prope~y 1s 1denti f1ed on the plat on 

the un1 t cap -- che property of my cl teot as 819 Axe 

Tract 5. And ~oa~ 1s not the 1denti f1ca t1on we g1ve to 

~~e ptat . B:g AXe Trac~ 5 1s about s1x m1les away from 

~n1s locat:on. Th1s may be a typo. I'c JUSt not sure . 

but 819 A>:e Tr ace 56 lS the correct notatlon . ! •m not 

awar~ oi tne survey 1nformat1on that was used . If they 

~sed che Sl g ~xe Trac~ 5 descr1pt1on then that will not 

be correct and your plat w1ll be 1n error. I would echo 

on bf>na_: o;, ~be trust one concern Wlth regard to t .he 

:1ela. It 1s not necessarily beneficlal t o Hr. Wyatt to 

arcue to vou today thac che eo acre f1eld 1s not approp-
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r1at e because 1n a l l l1kel1bood be would recover more 

2 royalty 1f you a1d ~corporate that fleld. But lt's not 

3 real l y the r1gbt tbl.ng to do . We bel1eve there are 

4 other land o~~ers out t here who are affected by ~s well 

5 because of the panel ana because of t he fact ~at t belr 

6 land 1s be1n9 d=a1ned. And you have approp~ate rules on 

7 the proper appl1cat1ons cefore you t o take those people 

8 1n account. That l.S 1mportant to the trust. The crust 

9 owns approxteately 17,500 acres and we're flrm bel1evers 

10 that 1£ we do the r1gbt thi ng uniformly throughout th1s 

11 area tnen everyone ~11 benef1t. In so we encourage you 

12 ~o cons1der the fact that thls 1s a gob well. Thank you . 

13 HR. 

14 

15 

16 MR. 

17 M?. 

18 

19 

20 

21 

22 

23 

24 

25 

HUl,LINS: If ! could JUSt respond . Fi rst I do have some 

ot b<:r Op~OlnQ recarks , but let me bone in fl.rst on the 

Ob) eCtlOOS tnat have been ral.s ed. 

CHAI R.!'.A.~ : or.ay . 

MULLINS: Fl r s t . lt lS t:lY POSltl.on t hat the Oakwood I and 

tne oar.wooc I I Flela un1t rules orders are appll.cable t o 

th l s w~1- · As the Soard bas £1.led r espons es and as the 

Board 1s awa =e there 1s a certa1n court su1t that has 

been l.DStl.tuted by Ratl1ff Gas cocpany concerning th1s 

mat ter. Toe Board's own answer t o that law suit stated 

that the oakwood I F1eld Rules and the Oakwood II F1eld 

Rules qoverned thls well . so I th~k 1nsofar as the 

Attorney Gene ral's pos.1t1on 1. s t .ha-c would be our posi-

29 
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21 
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24 
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• 

~1on, that the Oa kwood I and the oakwood I I F~eld Rul es 

apply t o thls. As f ar as t he ownershlp concern ra~sed 

abou~ tne 100 percent owner sb1p 1 t is Ratl lff Gas 

company ' s pos1t1on ~ba t 1s lt 100 percent owner o f the 

gas be tng dralned . And t t 's a l ways been there postt t on 

that pursuant to the Board 's rules we have to list other 

peopl e who are pot enttal c lal mant s and that 's what we ' ve 

done. But lt lS our pOS l t l OD and lt' S CODSlStent LD both 

the ctrcutt court sutt and tn the appl tcatton be fore the 

Doar d of our 100 percent claLm to the gas but we ' ve als o 

ltsted other cla~ants are required by the Board. As far 

as safety concerns ~r . Ra~tff bas been runnLOg this well 

stnce 1971 wn~cb t s longe r t han any o f the compantes 

represented he re t oday have opera t ed a wel l LD Buchanan 

county t o c y ~owledge wtthout any safecy problem , 

Wltnout any tncldent, Wlthout any complaint . So I don't 

thtnk s afety , although lt sounds good ln argument , his 

track record 1s ~xtremely good . As far as doing the 

r1ght th:ng tnso!ar a s the land owner s that would be 

af rect eo we have afftdavlts here f rom ntneteen of the 

dt it erent land owners that are betng a ffected and are 

l l ntea 1n the appltcatton as clatmant s reques ting the 

v~ry act:on and the ve r y r eltef Ratltff Gas company is 

askl nQ for today. Thls t s the or1g1nal and he r e are 

coptes t or the Boar d members. These are all the people 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

t hat 11ve 1n the area around where ~his unit lt and are 

as~1n0 for the very rel1ef that Ratllff Gas company 1s 

p~oposlnQ. ( Pause .) I have one more that I oaitted. 

Just to go back to my other opeo~q reaar ks. pursuant t o 

the Boar d's own procedu~al rules number 5 1n 1990 . there 

1s a presumpt l on of val1d1ry that ooes Wlth the appllca

tlon as r1led. I t 1s up to any ObJec t or s t o prove by 

preponderance of the ev1dence that the appl1cant 1s 

1nva 10 for w~atever reason and that includes eA~ert 

tes t1oony or whatever other type of test~ony that would 

be requ1red to r ebut ~be presunptlon that goes Wlth the 

appl1cat1on . The appl1cat1on that 1s pen~q 1s pend1ng 

pursuar.t to t he !nspector•s , ~he Board' s and the Clr~t 

cou:-t: ' s o:-a('~ that Ra~l1ff Gas coapany do thl.s. we•re 

not, o : cou:-se, wa1v1ng any o f our constltUtl.onal or 

othe~ r1qht s that we nay 1n tbe C1rcu1 t Court case that 

w~ have ar.d I know the Board doesn ' t have ) Urlsd~ctlon 

ov~r so~e o. t hose 1ssues . but we want t o make 1t clear 

t hat "~ ' :-e not go1ng t o wa1ve any of those 1ssues here 

tod ~ .,· . 

21 ~s . RI GGS . ! have a clarlt!catlon that I would l1ke to ask 

~ aoout . When the perm1t was 1ssued sub) ect to the 

~ cond1 t 1on that you foro the proper dr1ll1n9 unit you 

24 t ll~d an appeal t o th1s Boara of that dec1s1on. When 

~ t hat cane on tor heartnq before th1s Board 1t l.S my 

31 



• 

• 

• 

t recollecc1on ~hac you al l came in he re and announced a 

2 secclement and cbat you would. 1n fact . comply wi th those 

3 cond~tlons pr ov1ded you were g1ven 365 days t o do so and 

4 cha t an order 1ssued by che Board 1.ssued to that e f fect . 

s I thlnk wnac I now hear you s ay1ng 1s you've unsettled 

6 chat 1.ssue because t he way l.t was l e ft w1.dl the Board was 

7 that you wer e not pur su1ng your appeal of the perm1t but 

8 that you bad seccled the 1ssue s ubject co be~g ~ven 365 

9 days to f1le tb1s appl1cat1on. 

to HR. MULLI NS: Hy recolleccion -- any maybe I'm 1n error and I 

t1 aon'c nave cbe order 1.n f ronc of me . Hy r ecol lectl.on 1s 

t2 thac tne C1~cu1t cou=t orde r ed us t o exhaus t all of our 

t 3 

t4 

tS 

a~lnlstratlve remed1.es wb1ch 10cluded com1ng before th1s 

Boarci pursuan t to dle perm1c's order for t orm1ng a un1c . 

Tnac· s my recollectlon ot the Circu1c court ' s order . 

t6 What we came 1n nere and asked f or was that we would not 

11 appeal che perm1c applicacl.on. but t hat does n't mean we 

t8 are wa1v1nq a~y of tne pos1t 1ons. It's stl ll our 

t9 pos::.t::.on the Act doesn't apply co us . 

20 liS. R:GGS: uor d 1d you appea l the pr1or Board order in th1.s 

21 case? 

22 "iR. HUL:.ItJS: It was my unders tandl.ng of t ne Ci rcul.t court 

~ rul1nq that we have to exhaust a l l of our adm101.s trat1Ve 

24 remea1es and t ~a t •s someth1.ng that will addressed before 

25 t he Ctrcult court. I don't itnow that t hat' s --

3a 
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MS. RIGGS : I JUS ~ wan~ ~o 9e c che s equence correc~ because 

2 che C1rcu1c court order, then you d1d come back and you 

3 pursued the appeal of coe perc1t up to ~his Board and the 

4 Board issued an order and t hat order has never been 

5 appealed as fa r as 1 know. 

6 ~R . MULLINS: we haven 't appealed that order , 1f ~at 's your 

7 ques t1oo. 

8 ~5. R~GGS : So the last aCClOD by ~he Board Wh1Ch was DOC 

9 appealP.1 adc1o~strac1vely 1s ~e order of ~e Board 

tO 1ssued on Hay 31st. 1984? 

11 ~~ . ~~INS: r don ' t have the order . I can ' t tell you if 

12 cnac -- I ' m sure lt !S . 

13 ~R . ~RMAN : I'll certlfY that ~at 1s correct. The dace 1s 

14 Hay 31st . 1994. 1 have the order here 1f you'd like co 

15 s ee 1~. 

t6 HR. MULL:Ns: No, I don 't need t o look a t 1t. 

17 MS. RIGGS: I ch1n~ lt m1oht be ~porcant for ~e Board co 

18 rev1ew chelr pr1or order wh1ch 1s ~e last acc1on chey 

19 took Wlth r egard to thls appl 1c at1on so thac they know 

~ t he!r star~1no po1n~. 1s my po1nc here. 

21 HR. CHAlRHAJ~ : ~et ' s cake a t en m1nuce break and let me pass 

~ tn l s out t o the Boaro members t o read. 

~ HR. MULLINS: c an 1 co ahead and flnish my open1ng statement? 

24 HP. CHAIR1-'.AN : Sure. 

~ HR. MULLINS: 7nac way lt will s ave ~em from having to rev1ew 
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a lot of stuff. 

2 HR . CHAI~~~: &na~ · s f1ne. 

3 MR. MULLINS: !t's our pos1t1on -- and I understand the 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Z) 

24 

25 

Boar d 's pr1or order . we' r e not try1ng to argue or assuge 

any r1ants we don' t have. lt 's our pos1t1on that the 

V1r~1n1a Gas & 011 Act does no~ apply t o Ratl lff Gas 

co~pany and that's the pos1t1on we've taken before the 

C1rcu1t court . Tha t ' s separate and apart from thls 

appl1cat1on. We' re do1ng t hat pursuant to the Boar d's 

orders . We're do1ng t hat pursuant to the Inspector 's 

pr1or or der 10 t he perwlt and we're doin9 it pursuant to 

th~ C1rcu1t court 's rullOq that says we have t o exhaust 

our aam1n1s trat1ve remed1es. That's why we ' re here 

today. It s also our pos1t1on. as I ~tated earl1er , that 

the appl~cat1on as framed 1s proper as far as un1t U-19 

and the 80 acre UD!~ pursuant t o t he pr1or orders of the 

Boarc ana pursu~t t o t he response fi led on behalf of the 

soaro 1n tnat ve=v s ame C1rcu1 t court s u1t. The way I 

lool". at t:nls appllcat lon 1s l1ke any force pooll.nQ 

appl1cnt 1on . !t's a llttle d1f!erent s1nce you ' re 

oea-~no w1th a ~u year old well that's been in productlon 

or usaae ror 20 year s . so ther e are some due process 

~oncc:ns tnot aga1n the Boar d does not have ) uri s dictlon 

to odoress. 9u t 1nsofar as the force poollng proceedlnQ 

lt,.cl£ I Vl"W th l s )Ust as any ot her force pooling 
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1 prov1s1on or appl1cat1on be f or e the Board. 1 don ' t 

2 bel1eve I have any other s ta~emen~s at thls t~e . 

3 MR. CHA~R.MA.N : we ' 11 t aJte a t en m1nute break . 

c ( AF'TER A SR!EF RECESS , TH£ HEA.RI:NG CONTINUED AS FOLLOWS:) 

5 MR. CHAI RMAN : I'll recall the meeting back to order . Tbe 

6 r ecor d w1ll re flec~ ~na~ I ' ve dis tributed cop1es of the 

7 pr1or Boar d or der to ~he counsel l.nvolved and t o all the 

8 Board oe~ers. You may proce ed. 

9 ~. MULLINS: F1rst , 1f ~here's go1ng to be any witnes ses that 

10 

11 

are go1ng to ~est1fy , Hr. Cha1rman , 1 ask that ~bey leave 

t he r oom pur suant :o the Rule . 

12 HR. PRU177: Hr . wya~~ . of course, 1s a cla~an~ . wou l d he 

13 have :be capac1:y :o r ema1n her e as a cla~an~? 

1c 115. RIGGS: As a represen~a~1ve? 

15 ~R. PRUITT: Yes. 

16 HS. R!GGS : He would . 

17 H!L CHAIRMAN : Any o~her Wl.~nesses? 

18 ~?. SWARTZ : !'d ask ~ha~ claude Horgan ~o be a l lowed ~o 

19 reca1n as a r~presen~at1ve o f Buchanan Product1on. 

~ we•ve a:so go~ Randy Albert wno 1 s uppose 1f you want to 

21 seQu~ster w1 ~n'.!sses then Randy ough~ t o take a h1ke for 

~ a ! ~t l e wn1le . 

23 C Thc:ot eupon . Tom HUll"-nS. couns el fo r the applicant, 

24 r equested th3t the Ru l e be appl 1ed and a l l Wltness es were 

25 e ):c. uaea :roo t ne room. ) 
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HR. CHAIRMAN : All r1Qnt. You may proceed. 

2 HR. MULLINS : Our :1rst Wltnes s Wlll be Hr . Wyatt Ratllff. 

3 COURT REPORTER : ( SWears Wltn~ss.) 

4 

5 WYATT RATLIFF 

6 a w~~ess who. af ter oav~ng been duly s worn, was examined and 

7 testlfled as f ollows: 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2-l 

25 

DIRECT EXAMINATION 

BY KR. HULL INS: 

Q. s~r. wou.a you state your nage? 

A. Wyatt Ratl l ff . 

Q. wne~e do you l~ve ? 

A. oa~ooa , Vlr~Lnla. 

o. What do you do for a l lv~n~? 

A. ! manage real estate property and rental 1ncome . 

Q. Are you t he pres1dent and c hJ.e f e~ecutJ.ve off1c er of 

" . 

I\. 

... 

Rat l ~:: Gas cocpany ? 

Yes. 

Hav~ you e~ther through Ratll ff Gas company or personally 

nac possess1on used and oroduced the well that 1s not 

des l qnated as De1ng WlthJ.n t he un1t U- 19? 

Yes. 

Fer how lonq a per1od o f t1me? 
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1 A. 

2 Q. 

3 

4 

S A. 

6 o. 
7 

8 

9 A. 

10 Q . 

11 

12 

13 

14 

15 ;.. • 

16 ~ 

17 A 

18 0. 

19 

2D 

21 

22 

23 

24 

25 

A. 

~· 

A. 

o. 

A. 

Q . 

S1nce approx1macely 1970/1971. 

Are you ta~1l1ar wlch the appl1cat1on that's been f1led 

by Ratllff Gas co~:~pany fo:- the dr1ll1ng un1t desiqnated 

as Racllff well number one and un1t U- 197 

Ye:s. I A.tl. 

A=e you as~1ng t bac ~he Board force pool t he ~terests 1n 

uo:t U- 19 1oent1f1ea on the plat f1led as part of the 

OPP-lCaClOD? 

ves. 

Now. : here was one of the s tatecents mad2 in the earlier 

part ot thls proceed1ng in~cat1ng there m~ght be an 

error on t he p l ac 1dent1fy1ng t he tract as Blg AXe Tract 

5 racner tnan B1g ~e Trace 56. Do you w1sb to amend 

tnat pl at? 

1es. Tbat 1s Tract 56 . I t's a typographical error. 

A cypoGTaph l cal error? 

PlQOt . 

Have no~lc~s b~en s~nt to the 1nterested parL1es by 

certlt l~a Q81l. return rece1pt requested? 

ves. 

Have coctes o :. t hose r ecelpts been f1led w1tb the Board? 

Yes. 

Wha t :s t he s1=e o f thls un1t? 

7~.q~ ac r es. 

Wha: a:-e Ratl::.:.t: Gas co~:~paoy •s lnteres t in t .he well? 
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2 

1\ . 

o. 
owns and cl a1ms 100 percen~ o f ~he vas . 

You' ve, ot course . 10 ~he appl~cae1on listed other 

3 potentlal c l alJ:Jan t s our suane t o ehe rules of the Board 

.. 
5 A.. 

6 o. 
7 

8 A . 

9 -Q. 

10 A . 

11 0 . 

12 

13 A . 

1C o. 

and the s tat ute and other regulaeions. 1s ehae correct? 

Yes. 

Do you w1sh t o ~s~1ss carson Brown and b1s w1fe as 

bav1ng been l e ased by Ratllf f Gas Company? 

No . 

You have leased carson Brown , haven ' t you? 

Yes . Yes . 

so you wan t t o ~sc1ss h~ . He would be the only party 

that you woul d want to d lsDl s s . 1s thae correct? 

Thae 's corr ec t . I'm sorry . 

we •ve a:so t oday f1 l ed aff1dav1ts be fore the Board 

15 ~nd1cat1ng the 1nter es t of the overwhelm~g cajor~ty of 

16 the other cla~ants l i s t ed, a sklnQ that thls appl1cat1on 

17 oe approved , 1sn' t that correct? 

18 A. 

19 0 . 

20 ;,. • 

21 c. 

22 

23 A. 

24 Q. 

2:5 A . 

That 's correct . 

Is the gas well aeslgnated as a coalbed c ethane well? 

Yes. 

wnat :o~a:1ons are you as~ng t he Board to force pool 

here today? 

Froc tne Tlller seam down to the Red Shell. 

What 1s the depth o f thls well? 

1.076 feet . 
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9 

10 

11 

12 

13 

14 

15 

Q. 

A. 

Q. 

A. 

Q. 

h. 

Q. 

A. 

Q . 

16 A. 

17 Q. 

18 A . 

19 Q. 

20 

21 

22 

23 A . 

24 Q. 

25 

Are t~ere two or core separa~ely owned tracts t hat are 

embraced w1 tb1n the drllllnQ un1t? 

Yes. 

As an exh1b1t to tbe appl1cat1on 1s there a l1st naming 

the part1es wb1cn Ratl l ff Gas company 1s as~; the Boar 

to fo=ce pool here t oday? 

Yes . 

was due dll1gence usee t o locate these part1es? 

Yes. 

Whose 1nterest 1n ~llinq r1gnts are be1n9 sought to be 

force pool ed here t oday? 

Tnos e lls tea 1n Exh~1t o to the ap~ltcatlon. 

I s Rat_tff Gas co~pany r equest1r.o to oe named the 

dr1 ll1na operato= ~ un1 t U- 19 and fo r Ratllff well 

nw:me= one? 

Yes. 

was a sacple AFE p=eparea and flled? 

Yes . 

r•o qo1nq to a sk you some other questtons. I s that a 

copu!dt l cn of other AF£s that have been prepared and 

~ubnltted t o tne Board os representatlons of costs of 

drlll~nq other wells of that nature? 

\'ec: • 

o: ~ourse. 1n tnls well you wouldn't be ask1ng for 

1ractur1no costs would you? 
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A. 

Q. 

3 A . 

4 Q. 

s 

6 

7 A. 

8 Q . 

9 

10 A. 

11 Q. 

12 

No. 

Does any aooun~ need ~o be escrowed by the Board? 

Yes. one-e1gh~h ot 100 percen~. 

so. 1n other wor ds, s~ce ~here's a con~esc of all che 

pocent.l.al r oyalcy owners you're asJung all che royalcy 

~terests be escrowed? 

Yes. 

What 1.s the es tl.mated produccion over the l1fe of che 

W.:ll? 

337.5 m~!l1on cublc feec . 

Does Ratl l :f Gas company have a bond as required by 

s t atute t o cover plugg~g and reclamatl.on costs? 

13 A. Yes . 

14 Q. 

15 

16 

17 A . 

18 Q . 

In your h1.s t ory of runn1ng thls -- operatl.Dg this gas 

well s1.nce 1971 have you ever had any safety l.DCl.dent 

tnat would quest1.on the safety of thl.s well? 

Not the f1rst one . I ' ve had a perfec~ safety record. 

! s l t your pos1t1.on that own the well? 

19 " · Yes. 

20 MR. HULLlHS: : don't bel1eve I have any other quest1.ons of 

~ Hr . Rat l lff . 

22 ~R. CP.Al? .. "'.AN : ouest1ons. members of the Board? 

~ H~. HARRIS : His statement that a OWE was presencly sampled. 

24 

2S 

Is tnere one that's been des1.gna~ed as a sample? I see 

chree. 
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MR . MULLINS: I thlnk we JUSt used ~hem as a copulatlon. not 

any one as - - thls wel l 1s 20 years old . I quess. ~s the 

best way t o put 1t . And wnat we were tryinq to do was 

be as -- we ~dn't want to p1ck one or the other, p1ck a 

n1qn one or a low one, a b19h ball or a low ball cost to 

the well . s~ce Mr . Ratl1ff owns t he well lt's our 

pos t tton taat cnat cost -- and that's 1n 1971 dollars an 

1 ' m not e\•en sure we can reconstruc~ that to be quite 

honest w~th you because 1t 1nvolved l1~iqat1on and 

several other 1ssues. Bu~ what we ~r1ed t o do was get a 

sampl tng of dlfferent AF£s and d1fferent well cos~s t o 

us e t o g1ve the Board an 1dea and real l y to ask for the 

advt r e o! the Board a s to wn1ch figure that would be the 

bes t :1gure o~ evan average f1gures. we have no ob)ec

t l O;"l t o that. 

16 l".i<.. !-I.ARR.l.S: ! qu~ss my concern was -- I don • ~ have tile law 

17 

18 

19 

20 

21 

22 

! =ont o : ~e but I JUSt wondered 1f wnen you have the well 

estlcat~ lf lt needs t o be spec1f1c t o thls well even if 

1t 1s an es tlmat e. I don ' t know 1f an average would have 

oeen approprlate . 1 quess mayoe I'm as kinq the Board. l.S 

t here one needs to s ay thls part1cular well rather ~ban 

three dl fferent? 1 don ' t know. 

23 MR . HULL!!1S: And that' s one o f ~he problems we have wl.th this 

24 we~l 1 ~~an. really w~th thls proceed1n9 because we do 

25 have a 20 year o d well. 
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MR. 

MR. 

MR . 

HR. 

HARRIS : I understand. 

Mt1LLINS: I unders t and your point , t:I)O. 

CHAlRMAN : That obv1ously is an issue l.f people were t o 

maxe t:be elect1on and dec1de whether or not t o partlci-

pat e and share 1n t ne costs. 

GARV'IS: I'd l1ke to ask some quest:~ons on the orig~n of 

your ownersh1p. could you g1ve me some detal. l on exactl y 

how -- I know we' ve already had some prev1ous testimony, 

but bow exactlY dld you come t o be the owner of the well? 

~~. RATLI FF: I Oft~ the property t hat the wel l i s sit:t~g on 

t o s tart Wlth . Back 1.n t he latter part of the last 

ce:1t ury my grandfather owned th1. s same property. He sold 

t o Howara and Tlller the coal on Tract 56 with the r1gbt: 

to remove the coal and that was the only r1qht that be 

let thls company have. Al l other rlght:s were deeded down 

to hls grandcb1ldren, wh1cb I ' m one of them. ana the coal 

company needed to put th1s degas hole in from what I can 

und~rst~nd because at t hat partl.cul ar t~e the Be&trl.ce 

Kln~ was p l ann1nq t o go through under that proper~y. 

There was so ouch gas that l t was shuttl.ng down the 

automat1c equ1pment from what I understand and they had 

to pu t that well whe re l t 's at. I told them they had no 

rlghts. They couldn ' t do it. Go down the road on some 

more property t:lat I had t hat was about 500 f oot from 

tnat . They said they couldn't do t hat . It had t o go 
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9 

10 

n 

12 

13 

14 

15 

~xactly where 1t 1s at. And I sa~d go ahead and do ~t 

but 1f you flnd out that you don't have these r1ohts -

he :1rst tol d oe that ne did . He sa~d. •we do have all 

the n .ghts ." The quest1on be asked me was . • Is th~s the 

Par1s H. Ratllff trac t of land?" I sa~d. •ves, it l s." 

But the deed that he baa ~ h1s hand of the Par~s H. 

Ratl lff tract of land was one-half a m~le away froo wher 

thls tract 1s at . He d~d have all the rlQhts on it . 

th1s part~cular t ract he had no r1qhts and once they got 

the well down I went to get a lawyer to he lp me and we 

ordered tnem t o s top becaus e they had no r~ghts at that 

t1ce . They turned the well oack over t o e and I aqreed 

with the~ ·to :eave 1t open and let lt bleed the gas out 

so the m1ne could ao ahead and produce coal from under 

~t. Tnat was f or a pe~lcd of about two years, I th~k. 

16 ana ~ben ~hey ca=e and settled w~th me as to what gas ha 

17 esc aped ou t o: the o 1ne . 

18 ~R . GARVIS : wnat oo you mean t hey settled w~th you as to wba 

19 gas had escaped? 

~ HP. RA7 LIF:: we as ~ed :he~ for a t~qure :or the aoount of gas 

21 tha~ ~ney had oled 1nto t he a1r and we est~mated what ~t 

~ o1qht cos t t o p=oduce that gas at that t~me and they paid 

~ t or lt . 

MP. GARV!S. 

MR. RATLIFf: 

How mucn coney was that? 

At that tlm~ l t was about 57~,000 . 
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HR . LEWIS: And chey blew th1S ou~ inco the a~mosphere? 

MR . RATLIFF: Yes. 

3 HR. HULLLNS: our of!~ce handled ~ha~ l1~1ga~ion. Of course, 

4 I wasn · ~ around when ~ba~ ~ook - lace bu~ I have reviewed 

5 che file on cha t . It's pret~Y much as Hr . Ra~lLff has 

6 sec forch . r~·s my recollec~1on of ~~ ~at Island creek 

7 t ook the pos 1~1on chat ~bey bad ~be r1gh~ ~o dr111 a VVH 

a bole on the l ocatlon ~a~ ~ey chos e . They ~d. in fact, 

9 enter upon che prope~y and drill a VVB hole. Hr. 

10 Rat l lff ~st~tu~ed a trespass su1~ and there were several 

11 al!eqat:1ons 1n the law su1~ concern~ng the 1ssue. The 

12 l ~t1ga t:1on -- due to ~e health of the at~orney handl~g 

13 t he maccer wh1ch was JlQ s~ree~ who bad a lo~ of health 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

pr oolems ac cbe time -- and some of ~he Board members 

probabl y r ec ember Mr. Street -- it took several years ~o 

resolve 1t aue to ~hose problems. But ul~~ately a 

se ttlement was reached and Hr. Ratl1ff claimed and 

contlnues to cla1Q 1n that law sui~ and subsequent to ~e 

law su1t t hac he 1s Che owner of the proper~y and 

anyth1ng and everyth1ng upon and underneath the prope~y 

except :or th~ coal l.tself he bas all r1ghts ~o the hole 

1n the ground . has all r1.ghts to the gas and wha~ever gas 

comes out o f that. That was his pos1~1on in ~e prior 

law sul.t and that's how he came to have po3sess1on of ~e 

well. 
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2 

HR . GARVIS: At wnat po1nt did be start coptur1ng the gas and 

then e1ther selllng lt or us10g it? At what po1nt d1d 

3 that beg1n? 

4 HR. RATLIFF : 1 never d1d sell t he gas . but along about 1971 

5 or 1972 ! s tarted going to different oas coapan1es in th 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

area. Blueueld Gas Coapany . tbe Bristol Gas Co;apany. 

asked t hee quest1ons , talked to their employees, findlno 

ou~ all t he 1nformat1on I bad to f1Dd out in order to 

make thls gas useful 10 homes because the 1nforaation 

that was spread 1n the commun1ty and the coal f1eld was 

1t was a methane gas ~hat was no~1ng but a nui sance gas 

that could not be used for anytiang and couldn't be used. 

I wanted to prove that they wer e wastlng oas. I got sel 

t =alnlng as to bow to operate a well, bow to control it, 

how t o use all ~be r egulat ors to make lt s afe and as I 

16 learned ·~es~ th1ngs I s tarted book1ng up the gas to my 

17 o·KO per sonal prope~y and my ne1ghbors seen that it was 

18 workin~ and were so well pleased wltb lt they ran the 

19 l1nes f rom ~he end o f my property to tbeLr'& under my 

~ superv1s1on as t o what ~nd of l1ne they bad to have to 

21 make tt sate. the type of regulators I required them to 

~ put on che1r homes. I think one t1me I had about 80 

~ hones 1n our commuo1t y that I was serv1ng gas to for a 

24 per~od ot almost 20 years. 

~ ~R. GARV: s. Dld you collect any revenues from that? 
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7 

HR . RATLIFF : : never collected the first penny. I oave 1~ 

a ll to thee. I bear al l the expense. I stayed awake 

many a n1ght woen 1t was freez1no weather to see that 

~he1.1 l1nes were kep~ open . And up unt1l I tb1nk about a 

year ago the Stat e corporat1on comc1SS1on sa1d I was in 

v1olat1on o! the law because I was not a public uti~l~ . 

They gave me 30 days ~o close 1~ down and I compl1ed ~tb 

8 ~hat law. 

9 • HR. CHAIR.\iAN : Other quest1ons , members of the Board? Hr. 

10 

11 

12 

13 

14 

Prui~t. 

BY MR. ? ilUITT : 

CROSS -EXAMINATION 

15 Q. Mr . ~yat.t . who were ~he partles ~o tha~ law s uit? 

16 A. 

17 o. 

18 A . 

I sland creek. You' r e talk1n9 about the one back 1.0 1970? 

Yes. 

Yes. 

19 HR . MULLIUS: ! ' d )ust. l1ke ~o maxe an obj ecu.on. I don'~ see 

~ bow that s r e levant to the force pool1.ng appl1ca~1on here 

21 

22 

23 

:oday . I don ' t th1nk that that' s hear1ng on the applica

tton befor e us as who was the party to the prior law 

SU lt . • 

24 HR. PRCITT : The s l cnlflcance of the question was to illus-

25 tro te t o the Board t hat we had not settled our cla~ as 
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to the ownersh1p, that we were s tlll a claimant . In tba 

2 sense 1 th~ l t 1s r elevant. 

3 HR. CHAI~~~ : Ob]eCt lon overrul ed. 

4 HR. MULLINS: Toa t l.S not part of our appl1cat1on. We've 

5 llsted thee as a claLmant. We' ve also l 1sted all the 

6 part1es who are claLman~s. s o I don ' t th~ that i t's 

7 relevant. I understand tbe Board 's ruling . I J USt want 

8 to qe~ oy pos1t1on ~ the r ecord. I don ' t th~k l.t's 

9 rel evant. We've not taken the posl.tl.on that they bad 

10 

1t 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

se t tled out. We ' ve llsted toem as a claimant as we bave 

other people ana I don't s ee t he question as advanc1ng 

the appl1cat1on. 

HR. PRUITT : Hay 1 proceed? 

HR. ~RHAN: Yes. 

Q. 

A. 

(Mr. Prultt cont~ues.) Hr . Ratllff. you have adv1sed 

the Board that lt's a typoqrapbl.cal error on your 

nota tlon on the plat. 9lg Axe Tr ac t 5. I note 10 the 

appllcatlon ~at t he ad~tlonal llsting o f the tracts 

al Go llsted as Tract S. so Tract 5 has made 1t ' s way 

1nt o several d1f : erent nota tions w1th1n tbls applicat1on. 

can you say for certa1n t hat t he deed used to determine 

the property l1nes was t he deed f or Big Axe Tract 56 and 

not th~ deed tor Blg Axe 5? 

~et ~e look at this one more time t o be pos1tive. 

! Pause.) Ye s . 
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1 Q . 

2 

3 A . 

" Q. 

5 

6 A. 

7 

8 

9 .Q . 

10 

11 

12 A. 

13 Q • 

14 

15 

16 A . 

11 G 

can you say for certaln ~hat -- do you know wbe~her the 

surveyor s used t he Tract 5 deed or Tract 56 deed? 

The lana wnere the well 18 is Trac~ 56 . 

If you don't know for certaln the surveyors used that's 

all I need to know . 

Down here 1n t b1s corner. possible 1~ could be another 

tract and that ' s what it looks l1ke ~ th1s area. The 

ma)orltY o f all thls lS Trac t 56. 

Are you cert a1n that the surveyors used the deed for 

Tr act 5b, I guess. 1s my quest1on? If you don't know 

p l ease JUs t say so? 

I'c not sure . 

T~e aftldavlt wn1ch you have obtained and have presented 

t o the Boara. those are all people l1v1ng Wlthln the are 

of you= des 1qnat ed U- 19 , are they not? 

Yes. th~y are. 

Do you have any aff1dav1ts from people who 11ve outs1de 

18 tb~ area o! that des1qnated un1t but do 11ve above the 

19 m1ne panel? 

~ A. ! onl y got the ma1n 

21 HR . HUL:.:tJS: Ob)ec t lon . I'll state Ule r eas on for my 

~ ob)ec tlon. we·r~ only here on the un1t U- 19 and be' s 

~ as KlnQ for an area outs1de the un1t U-19 . There would be 

24 no caus e for Mr. Ratl1f( to go out and get an aff1davit 

25 fro~ sooebody not w1th1n t he un1t . That's the pos1t1on 
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we've taken . 

2 ~R . PRUITT : H~ . cna1roan , may 1 JUSt brlefly respond to that 

3 MR. CHAIRMAN : Sure. 

• MR . PRUITT : The aff1dav1ts as I recall were tendered in 

5 

6 

7 

r e sponse to my open1ng recark that we cons1der thls to b 

a gob well and we felt tne correct thing to do for those 

other land o·..mers wa s to make them a part of this 

8 proceeding . I' m JUSt cont1nu10g along that line of 

9 quest lon~ng . 

10 MR. CHAIRMAN: :•c go1ng t o go ahead and overrule the objec-

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

o. 

A. 

tlon. You ' ve already clarif1ed for the record. Because 

o f the nat ure o : t he c l aim and because of the nature of 

the obj ect1on I' m go10g to leave some latitude here for 

those ktnds of d1scuss1ons . I thlJlk the Board can sort 

out t he r elevanc y later. 

(Mr . Prultt cont1nues.l Mr. Ratltff, I don't recall 1f 

you answerea that ques t1on or not . I f you did that's 

f1~e. but the a ff1dav1ts that were submltted , are any of 

those people l ocated over the m1ne panel but outs lde the 

bounds o : u - 19? 

Some o f tnec have property that ~xtends outside the 

bounds ot un1 t U-19 . 

~ HP. LEW I S : Your property does? 

24 -tP. AAT!..IFF : soce of l:l\' orope r t y does , too. U-1 8. 

~ o. (Mr. Prul tt cont lnue s .) Are there other property owners 
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that are located over the m1oe panel tha~ are not 

r~presented here t n th1s appl1cat1on? 

3 HR. MULLINS: ! don·~ wan~ to prolong th1s . We're ~alking 

5 

about a mtne panel. we don · ~ have any parame~ers as t o 

the area we • r e talklng abou~. so unless we can ge~ so~e 

6 parame~ers ~o the area I don·~ th1ok that quest1on can b 

7 answered because we ' re deal1ng w1th an unknown area . 

8 HR. CHAlRMAN : so you're ob)~ct~g? 

9 · HR . MULLINS : !'o ob)ectlng. 

10 HR. CHAI~~ = susta~ed. 

11 HR. PRUI':'i: I aon • t t.hlnk ! have any other ques~1ons . 

12 HR. CHAl RHAN : Mr. swar~z . 

13 

14 

15 

16 B 'i H.ct . SWA.'lTZ : 

CROSS-E~lNATlON 

11 o. H~ . Ratl1f:, your app11cat1on seeks t o pool all t.he seam 

18 ~rom -n~ T1ller on down to the Red shells , 1s ~hat what 

19 

20 

21 

22 

2J 

24 

25 

A. 

Q. 

1\. 

o. 

you've :old us? 

Tha;•s what I've asked f or . 

'il.~ Red Shel ls 1n your unders tanding, woul d t hat be 

below the Pocahont~s cJ s eam? 

Yes, lt. would. 

I th tnk you 1nd1ca~ed 1n answering some of your own 

attorney 's quest1ons tha~ l~'s your unders~andtng that 

so 
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24 

25 

A. 

0 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q . 

thls hole was drllled or1g1nally as a ver~1cal ventlla

~l.on bole. l.S that correct? 

Yes. l.t. was. 

And you apparently had some communicatlon w1tb -- le~ me 

back up a llttle bl.t. The law sui~ actually named 

Beatrlce rather than Island creek? 

I thl.nX 1 t cild. 

Dld you have soce cocmunl.catlOD back 1n che early 

sevent1es when ~1s well was proposed to be drilled ~tb 

people !roc t he Beatrl.ce M10e? 

Yes. I d1d. 

: tn1nk you ' ve 1n~cated t hat they were -- lt was your 

understanaLng that th1s vert1cal vent1lat1on bole was 

dr1lled t o ass1st t hea 10 degass l.ng part of the Beatr1ce 

!'Jne? 

It was. 

And ultl~ately thls bol e was dr1lled apparen~ly over soc 

ob)eCtlons you naa tendered? 

Yes. 

1s :t your understan~ng f r oc talkl.ng t o the Beatr1ce 

peopl e 1n the early 1970s or see1ng ml.De maps since then 

that t h1s nole -- th l.s well that we ' re talking about 

toaay 1s, 1n fact, over a par~ of ~he Beatr1ce H1ne? 

It 1s over part of the Beatrl.ce Hine . 

I'd lt~e to s how you a port1on o f a map o f ~he sea~r1ce 

Sl 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

o. 

A. 

o. 

A. 

Q. 

Mine. Have you s een t his map or part of it before, Hr. 

Ratll.f f ? 

1 haven ' t saw t hls one before. I don't thLnk so. 

Does l.t look fac1l1ar, though? 

I see the nucber two degas bole . Yes. That's approx

~ately wnere 1t would be or where I th~ lt should be. 

so although you may have not seen exactly this map you•v 

seen other maps and thls looks like a portlon of maps 

you ' ve seen before? 

Yes . 

Just t o descrlbe for the Board where we're ta.l.king about, 

1f t hey count t wo panels up from the bottom of the map 

the second panel ~ere JS a number VNo hole 1.n~cated, 

correct ? 

Rlght. 

woul d that be the well that 1s the subJect -- the VVH 

that' s the SUDJect oi your application? 

I t l S . 

And tnat' s r1gbt over -- well. it' s almost 1n the center 

of a portlon of the second lonqwa11 panel from the botto 

of the exhlblt t hat I' ve shown you? 

Yes. 

I s l t you~ understandl.ng that thls -- you've t old me tha 

you understood that thls hole was drilled to degas or to 

as s 1st 1n degass1na the Beatr1ce H1ne . I s it your 

sa 
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5 
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10 

A. 

o. 

A. 

underst andlng t hat soce of t he gas t hat coces out of tbl 

hole does, 1n fact , come r1gh t out of the aeatr1ce Mlne? 

I thlnk 1t d~es, yes. 

Does ~he 80 acre un1t -- thls U- 19 un1t that we 're 

talKl nq abou~ today , tha~ does not 1nclude all of that 

lonqwall panel , does lt, t he second one up froQ the 

bottom? 

r don ·~ ~h1nk 1t does. ! th 4Dk the unit would extend on 

beyond that 80 acre unit both t o the left and to the 

r1ght . I'o not sure . ! JUSt don ' t know . 

11 MR. MULLINS: I 'd l 1ke to make an ob)ectlon for the record. 

12 

13 

14 

15 

16 

17 

unders~and the Board's pr1or rul1ng . It's our position 

that t he appl1cat1on l S made pursuant to the Board ' s 

!1eld rule s . I f H: . swartz 1s goLOg to establish that 

~be f1ela rul es don't appl y then that ' s f1ne. Sut I 

t h lnk that the appl1cat1on a s it's stated makes this 

o f ques~ 1on1ng 1rre!evant . 

18 MR. CHAIR.u.AN: I would agree Wl th that , but I'm goinq to 

19 ove rrule the ob)ectlon 1n l1ght of what I s a id earlier 

~ a _low t ne other t eSt lmony t o cont1nue . 

21 ~~. SWARTZ: Well . I guess maybe t o just go r 1ght for it. I 

~ mean , I ' l l dS~ the quest1on of Hr . Hullins. Your client 

~ has ) us t :es t1f1ed and I th1nk lt's test1oony certainly 

~ cons1s tent W!th what he was tell1ng you when you asked 

~ n~o on d l rect that this well 1s produc1ng froc the gob • 

S3 
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I cean, i ~' s 10 cocmun1ca~lon wi~h the 8eatr1ce Hlne. I 

1~ your contentlon that oakwood I and oakwood II -- that 

oakwood I appl1es t o gob wells? If l. t 1s your contentl.o 

that !t doesn't 1s 1~ your cootentJ.on that Oakwood II 

app l 1es to ~n1s well as a g~b well and 1f so could you 

~ell us wnat plans you have ~o pool other un1ts in tbLS 

m~e. cer~atn ly un1ts that would include th1s panel? I 

mean. 1f we get ther~ cayb~ we're done. 

9 . HR . MULLINS : ~hat . I thlnk, was addressed to me . so I'll 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

~ake a r esponse on behalf o f Ratl1ff Gas company. 

1t's our pos1 t1on wh1ch I unders~and 1s the pos1tion tha 

the Boar d has taken 1n the c1v1l suit ~hat the oakwood I 

and oakwood II rul es do apply if the Act appl1es . We ' re 

not say~q that the Act applies, but 1f l.t does and 10 

~he alterna t 1ve -- I guess to cover all my bas1s for the 

C1=cu1t cou=t case . l t 1t does then the Oakwood I and 

oa r.wood II rules appl y . I don·~ think they do apply t o 

th1s we l l . As fa r as pool1n9 o~her un1ts, that's not 

relevant t o tnls applJ.catl.on . I don ' t th1nk 1~ matters 

one wa~· or ~he other whether Ratl1ff Gas Cocpany plans o 

go1na rorwara any mor e. whether t b1s 1s l.~ ' s one pay day 

and ~verycody aoes hooe after ~h1s. I don 't see how 

that 's relevan t . :don ' t see how any r esponse needs to 

be made ~o ~hat. au~ i t 1s our pos 1t1on thot thes e 

tlelds rules apply. I ~h1nk the var1ous orders --
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• 

there 's . I thlnk, !1ve o rders or four orders . I can't 

r ec ember o f f t he top of my head -- that address lt and 

spec1f 1c ally do s ay and I d i sagree with the statenent 

e ar l1e r. I th1nk t he order s a1d t hat they apply 1n 

advance , dur1ng and a f ter . I think the orders say that. 

I believe t hey do. I don ' t have lt at my f1ngert1ps, 

bu~ t ha t • s my under s tandl.ng of what t .he three Board 

orders s ay f1ve or de r s. Excuse me. 

HS. RIGGS : I t says 10 COO) UDCt lOO wi th the Oakwood I order 

t hat the Board has e s t abllshed a un1form method of 

development 10 the Oakwood Methane Gas Fleld for var!ous 

me thods and phas es of pr oduct1on, both before. during an 

a fter l onqwall m1n1ng of the coal s eams located therein . 

Then they proceed t o adopt the method under Oakwood II 

for ac t 1ve gob and short hole and i nc r e ased density 

wel ls. But 1t 1s my understandl.ng that ne1ther Oakwood 

or Oakwood II appl y t o sealed gob un1ts and, in fact, 

t hey spec 1E1c al ly exclude sealed gob uni t s . 

HR. MULLI NS: !n t he f 1nd1ngs and the orders of the Board or 

onl y 1n the rec1ta t1on of t he Board order . And that's 

1nco~s lstent w1th the pos i t1on that the Board has taken 

1n the C1rcu1 t court . 

HS. RIGGS : It' s my unders tand1no tbnt based on the evidence 

pr esen ted b y t he Board t o t h i s point -- and I still do.n • 

know t hat any ev1dence has been pres ented with reference 
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to sealed areas o f Beatr1ce Hlne . As far as this Board 

has rece1ved ev1dence to date there bas been no appl1ca-

t1on for a sealed gob un~t. Therefore I don ' t know 

whe~her the ~Lne bas been s ealed yet. we still haven't 

gotten t o tnat po1nt 1n the ev1dence. so I don't know 

that thls Board 1s yet to a point that it can determine 

at wnat phase of mi nlng we're at ~th regard to tblS 

well. Based on what we know, though, we know we have 

f l elas r ules for 1n advance of mining, we know we have 

f1elds rules for short bole , active gob and increased 

densl tY wells and we know 1n the past the way that seale 

gobs have been handled bas been by creat1on of the seale 

gob un1t to conform w1tb the sealed area of the m10e . 

That's what we know. Now, as tb1s evidence comes forwar 

our pos1t1on may change based on what you're ~ling to 

tell us today . I don't know. 

~R. CHAIRMAN: But we're treatlng this . absent 1nforcation 

otherw1se, as an act1ve gob well. 

~R. SWART: : I th1nk you need to because 1f I call any 

w1tnesses tney•re go1ng to t es tlfY that three of the 

seals are 1n place and three aren't . So lt's not a 

completely sealed ~ne and that's not coming. Ul~atel 

1t w1ll be a sealed m1ne and I th1nk we're going to have 

a case on the docket later here t oday where we klnd of 

address some of the same 1ssues. when the other three 
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shafts a r e sealed wn1ch 1s presumably going to happen in 

the foreseeable future 1f you enter an active gob order 

today the re's go1ng to have to be a come back at some 

po1nt . But oy pos1 t 1on t oday 1s consistent with Sandy's 

su~ary . And I think we need to treat this I know 

~bat Hr . Hul l1ns doesn ' t agree with me, but my view is w 

need t o treat t hi s as 1f we 're deal10g with one or more 

l onQWal.l panel s that we need to look at as if they were 

act1ve gob subJ ec t t o Oakwood II . I think that's in the 

reco=d at least at thls po1nt. And you're not going to 

hear from me toat t h1s m10e 1s s eal ed at least today and 

get us lDtO some other pos itlon . Hy po1nt with regard t 

t ha t 1s -- I r eal.1ze I asked Hr . Ratliff to kind of 

superLmpose th1s 80 acre onto thls panel. It's prettY 

ObVlOUS, tnough, knOWLDg t be dll!lenSlOnS of the panel 

the map you' ve got 1s a s cale o f an inch to 1,000 -- tha 

port1ons o f that pane l t hat conta 1n the number two hole 

a r e clearly out s lde of th.l s 80 acre unit. The Oakwood I 

order con templates an allocatlon of production and the 

peopie who are 1n th1s 80 acre un1t are only go1ng to be 

ent1tled t o some portlon of the production under Oakwood 

II wh1ch 1s a r esul t of rat1o crea t ed by div1ding the 

ac r eage Wl th l n U- 19 over the t ot a l acreage in the panel. 

That otves you a percentage. And whatever comes out of 

th1s well bore , that percentage t.lmes whatever comes out 
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of thls well bore 1s alloca~ed t o thes e people. But 

~ere are ac least one or cwo other 80 acre units that 

need co be deale w1 cb f or the balance of the product1on. 

The po~c her e 1s -- and my cl1ents -- from ~he beQinnin 

1n t he lltl gation and all ~is other stuff 1t 1s not our 

pos1t1on t hac Hr . Ratliff should not be allowed to 

oper ate this well. I t 's no~ our pos1tion ~at the perm1 

shouldn't be granted . It just needs to be done right 

and the un1t needs t o be the r i ght s 1ze. our v1ew today 

1s th1s is an Oakwood !I unlt. It ' s an act1ve gob or a 

hybrld tnat would fall ~thin the active gob parameters 

and lt needs to be dealt Wlth accordingly. What you're 

bear1ng essent 1ally 10 the appl 1cat1on 1s all you need t 

concern your self w1ch 1s ch1s 80 acre unic and these 

people are go1ng co get 100 percent of the production . 

well, that 's not the scenario thac your rules contem

plate . 

Q. (Hr . swart~ cont1nues.} Hr. Rat llff. do you 1ntend to 

pool any other ~cs. units co the east and west, for 

exacple. of U- 19 and allocate product1on from thls 

Racl.uf number one well to those units? 

A. It' s my 1nteot1on to pool un1t U-1 8 or from the segments 

that you've Qade , 1£ I have co pool other units surround 

ing t hls area tnen I w1ll do so. It' s how the Board 

feel s. ~f they requ1re 1t . 
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Q. 

A. 

Q. 

A. 

Would lt: be your unders tandlng or your 1ntention to only 

allocate to t h ls unlt , mean1n9 U-19 , a percentage of the 

productlon coc1ng out of thl.S wel l bore and then to 

allocate the balance of the produc tion to adjoining 

units? 

Those thlngs w1ll have t o be determ1ned. That's not 

already detenu.ned . 

But 1t' s soce thl..Dg apparentl y you have thought about? 

Uh --

10 HR. HULLIUS: Hr . Ratll.ff cay not be faailiar Wl.t.h all t.he 

11 

12 

13 

14 

15 

16 

terms of al l the or ders. so be may not be 10 a pos1tl.on 

co answer the t echnl.cal questions as to tbe appll.cation 

or the orders . I guess 1s what he's tryl.Og to say. 

~R. RATL!:F: v~s . that 's true. 

Q. (Hr . swa~tz cont1nues.) I s your claim to 10 0 percent 

ownersh1p essent1ally based on adverse possess 1on? 

17 MR. MULLINS: Ob)ect:1on. That' s a matter of title and that's 

18 not before the Board. 

19 HR . CHAIRMAN : Restate your quest1on. I'm sorry . 

~ ~R. SWAP~Z : The ques t ion was 1s your claim t o 100 percent 

21 

22 

owne~sh!P based on adver s e possession or 1s it based on 

deeds . 

23 MR. MULLINS : And our res ponse was that 's a matter of title 

24 

25 

wh1cn the Board doesn't have ) Urlsdl.ctlon . It's really 

dlscovery c atter for a separate s uit qo1no forward 1n th 
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Clr cul t court . 

MR. CHAIRMAN: s us ta>.ned . 

Q. (Hr . swar tz contlnues.) would you agree that your 

appl1cat1on does not s t ate a percentage of lDteres t for 

each trac t and each cla~ant? 

A. That ' s true . It doesn't . 

Q. would you aqree t hat that needs to be done at some po1nt 

so that you can pay people or escrow money associated to 

cer t a l.n claJ..ms? 

A. r r e al l y con' t th~ it needs t o be done. 

Q. Why 1s t ha t ? 

A. Because I' c c l a1m1ng 100 percent ownership. 

Q. What happens 1f you lose on your 100 percent cla~? 

Doesn' t lt need t o be done a t that po1nt? 

A. It would have t o be done a t t hat pol.nt probably. 

Q. r sup~ose 1t woul d also have t o be done if some of these 

people 1n thls un1 t wanted t o partl.C l.pate and escrow som 

o f thel.r money? Otherw1s e they woul dn't know what to 

e scrow? 

A. I 1maq1ne so, yes. 

KR. CHAIRYJU~: Let me l nterject a questlon at tb~s point. w 

there ever 1n any of the pr1or l aw sui ts or anyt:hl.ng a 

cost estaol 1shed for th1s well? I s there anythlng of 

record that you' re aware of t ha t es tabl 1shed the cost of 

t h ls well ? 
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HR. RATLIFF : I have some of t he old records . I could get tb 

answer to that and get back to you, but I've not saw tha 

f 1gure anywhere. 

4 HR. MULLINS: To my knowleage after reviewing the litigation 

s 

6 

7 

8 

9 

10 

files that we had r never found any 1.nformat1on lll any o 

the d~scovery that 1dent1f1ed the cost because that was 

not the 1ssue . Mr . Ratllff wasn't concerned at that 

po~nt 1n tlme of bow much 1t cost them to put the bole 

1n the gr ound. He was concerned o therw1s e that they bad 

v1olated. so I don 't know t hat we have that information 

11 HR. SWARTZ: Tha~•s a ll I have of Mr. Ratllff. 

12 ~R. CHAIRMAN: AnY questl.ons, members of the Board? Do you 

13 

14 

15 

16 

17 

18 

19 

20 

HR . 

~R. 

~iL 

HR. 

M?. 

have any t ur~er ~tnesses? 

MULLINS: No, s ir . 

CHJURMA.I~ : Do you have anyth1ng further ? 

MU"LLINS: Not at tbls t1me. 

(Witness stands as1.de. ) 

CHA:RHAN : Hr. Prultt. . do you have any Wltnesses? 

PRU:':"T : Yes, Hr. Cha1.rman . I'd like t o call Hr . 

wyatt . 

21 COURT REPORTER : (Swears witness.) 

22 

23 LANDON WYATT 

Landon 

24 u w1tness wno afte r bav1ng been duly sworn, was ~~amined and 

25 ::es t1fled as follows: 
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DIRECT EXAMINATION 

3 BY HR. PRU I'M' : 

4 

5 

6 

7 

8 

Q. 

A. 

Q. 

Slr , would you s~are your ful l name for ~he Board , 

pleas e? 

Landon Rus s e ll Wya~r . J r. 

9 • A . 

Mr . wya tt, are you the same Landon R. Wya~~ . Jr. listed 

as t rustee 1n t he appl i c at1on that' s before the Board? 

correct. 

tO 

" 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.S 

25 

Q. The appl !catloo descr~es ~be trus t as the Big Axe Coal 

company Trus t , ! bel1eve? 

A. Th1s appl1cat1on does . we ar e not a corporation. It's 

the Harr1son & Wya~t Gran~or Trust . There are 23 

benef1c1ar1E~s. ch1ldren of t ne W.R . Harr1s on and Landon 

R. Wyat t . sr., cy genera t1on and t he nex~ . I ' m a 

trus-:ee. 

Q. How many trus tees are t here? 

A. Two trus tees. 

Q. How long have you served as trustee for the trus t ? 

A. S1nce 1971 when my fa t her died. 

Q. What lS the corpus or t he body of the ~rust? 

A. surtace and o1ne ra l 1n Buchanan coun~y. Approxima~ely 

17,SOO acres . 

~. I tblnK the ev1deoce 1 s alre ady before the Board. This 

may be a llttle b1 t cuoula t 1ve, but ns ~o the tract 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

shown 1n ~ne appl1cat1on, Big AXe Tract S, is ~at t he 

correct ~ract for t he locat1on of this part icular well? 

Trac~ 56 1s the correc t nunber . 

Does the t~ust cla~ the coal under l y1ng ~e trac t on 

wh1cb thls well was drll led? 

'fes, we do. 

And that claLm. of course, 1s be1ng l1t1gated in tbe 

C1rcu1 t cour~ of Buchanan county, V1rqin1a? 

Correct. 

Is chere any ot her obJect1on that the trust woul d have a 

to thls appl1cat1on as 1~ bas been se~ fortb? 

we feel tlla ~ 1 ~ should be applled for as a gob wall and 

th~ r ules tha~ would pertain to the operation of a gob 

well . 

!'ve expla1ned t o the Boa~ ~at that cay not p~1cular 

ly help the ~rust as ~ar as collect1on of royalty at thi 

po1n~ 10 ~1me. How can you as a ~rustee ask that lt be 

treated as a gob well even though that hurts you 1n tbls 

par tlcular well? 

~el:. as a benef1c1ary I could look a~ lt one way but as 

a trusta~ 1 obv1ously have an obl1gation t o look at the 

wnole p1ctur~. In our area we probably have 100 of 

:hese Qethane wells or mor e and we ' d llke for them to be 

Judqed and operated properly, fa irly . What we need to d 

for one we would llke to s ee done for all of t hem. 
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Whatever 1s our share, be 1t less or core, 16 not 

1eportant on tbts one. We'd JUs t like for 1t to be falr 

And as a trustee I have an obligation to pursue that. 

4 MR. PRUITT: That'S all I have, ~~ . cb~rman. 

s HR . ~~~: Questtons, members of the Board, of this 

6 wttoess? Thank you. Kr. Pruitt . 

7 (Witness stands aside.) 

8 HR . ~RXAN: Mr . swart:t . 

9 . MR. SWARTZ : I don·~ feel l~ke I need t o call any witnesses a 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

th1s pol.ll~ . I'd like to make a couple of coll!lllents at th 

end or I ' ll oake ~hem now, whatever your p l easure 16, an 

I'll be f1n~sbed . 

MR. c:HAZRMAN: That. • s f 1ne. Go ahead and Ei!ake them now if 

you'd llke. 

HR. SWARTZ : Hy co~ent or oy conclud1ng remark 1s che gob 

well -- at th~s potnt 1t' s probably reasonable to look a 

as an actlve gob well. I tb1nk on the bor1zon we're 

go_nq to mayoe be look~ng at 1t as a sealed gob well . r 

Oakwood II 1s appl1ed to tbts well, mean1ng that there i 

a proposal on the table or an undertaking on the table t 

pool wnatever untts lntersec~ t.b1s panel that tbts well 

is 1n ana t o al locate productlon from this well to the 

t wo or three un1ts tha~ tntersect that so that we apply 

the oa~wood II rules to th1s well, my cllents have no 

probl eti! whatsoever. Approving tb1s applicatlon and 
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o~her appl1ca~1ons oake ~he oakwood II f1eld rules apply 

And ~a~ needs ~o happen . Tb~s appl1ca~1on assumes -- a 

l ease on 1~8 face, assumes ~ha~ all produc~ion is 

allocable ~o ~b1s so acre un1~ U-19 and ~ha~ is no~ what 

needs t o happen under OakWood II. so to ~he exten~ ~ha~ 

~e appllcan~ 1s w1ll1nq ~o c oge back and pool the numbe · 

of un1~s ~ha~ need ~o be pooled ~o address th~s, fine . 

That 1s our only pos1t1on. ThlS JUS~ needs ~o be done 

r1qh~. 

MR . CHA!R."..AN : Do you have any coD.Cients? 

~~. PRUITT: Hr. Cha1rcan , I tb1ok Hr. Wyatt has simply se~ 

fo~b our pos1~1on. If Mr . wyatt Ratl1ff 1s successful 

1n p=ovlng ~at he bas good tltle to this property by 

wna~ever means ~hat ' s ano~er case, and more power to 

h 1m 1: he s ucceeds. He's en~1tled to use ~be qas ~ 

cer~a1n ~anners. If he doesn 't no~. of course, we wan~ 

~o me p=otec ted and ~e applica~ 1on -- 1~ doesn't appear 

! have c e rca1n ques ~1ons as to whether the applica~io 

i s correc~ a s to the t1tle l1nes. cer~ainly we think th 

owne r s b 1p ot the po~ential cla1.mants should be set for~h 

I : M~. Wyac~ Ratl lf! succeeds, 1f be falls. our only 

po l nt 1s s 1mp l y that the Board be consisten~ ~ apply 

l C' s tlel a rules. our concern is that if ~e Board make 

a s pec 1al c a s e here and 1qnores ~e panel of ~e m1ne 

the n ther e are property owners out there or royalty 
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owners who are not before the Board that haven 't receive 

not1ce , don' t get due process and we may be ~a positio 

the neY.t t1me and we just encoura9e the Board t o be 

coos1stent and cons1der those things. Thank you. 

HR. CHAIRMAN: Tnank you. Hr . Hull1ns. 

HR. MULLINS : I ' ll try t o be short. It's our pos1tion that h 

onl y ev1dence t hat 's before you today suppor ts the 

appl 1catioo pQrsuant to the Board's own procedural rules 

the presumpt~oo of val1d1cy goes with the application. 

There's been no ev~deoce presented in confl1ct of the 

appl1cat1on and t hat's our pos1t~on. AS far as the 

concern over title l~es . there' s no ev1de,nce that those 

tltle lines are 10 error. I mean, we can s tand up and 

argue t hls or argue that. but we' re looking t o the 

ev1dence . The ev1deoce 1s 10 the application. There's 

presucpt lon o f valtdltY that goes wi th that appl1ca~on 

purs uant to the Board's own rul1ng. ! ~nk the applica 

~ 1on speaks fo r ltsel f . we've had the requ1red test~on 

t o support the appltcatton . It would be our position t o 

~ ask ~he Board at tn1s t~e to rule i n favor of tbe 

21 appl 1cat1on. 

~ HR. CHAlRHAN : Anyth1ng furthe=. member s of the Board? 

~ Ques~1ons or comments? 

2~ MR. EVANS : Hr . Chali"llUI.:.:n..:.•_..:l=-...:::..=..:....::.--=.:.:..::=..-=:.:..::;::_=~=::.:......:.::::.....:.::~::.::.:~ 

25 ana that the Boar d tmme~ately r econvene in Executive 
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closed Hee~1n for the ose of consuleae1on w1eb le a 

counsel and by br1ef1ngs by s taff members and attorneys 

perta1n1na to ac tual and/or potential litlQation and 

other leaal matters w1tbin the jurisd1ct1on of the Board 

as perQltted b sect1on A 

o f the Code of V1ra~ia . This mot1on is nade wi~ 

respect to the matters 1dent1fied as agenda Iteo VGOB-

94/10/24 - 047 5. 

HR. LEWIS: I w1l l s econd that motion. 

HR. CHA~RMAN: A mot1on and a s econd. Further discussion? 

All 2n f avor s1qn1fY by say1ng yes. (ALL AFFIRM.) 

Opposed say no . (NONE. ) It' s a unan~ous approval . 

We ' re 1n Execut1ve s ess1on . 

(7hereupon. ~e Board went lnto Execu~ve sess1on at 

11:00 A.M . and returned to open publ1c hear1n9 at 11:40 A. H.) 

~- CHA~RMAN : r d call ~e meet1ng back to order , please. I 

ask the Board meQbers do you afflrm that during the 

Execut1ve sess1on you ~scussed only publlc bus1ness 

matters lawfully exempt from the statutory requ1rements 

:or open meet tngs and do you fur~er aff1rm that during 

t he ExecutlVe sess1on you d1scussed only bus1ness matter 

1dent1f1ed 1n t he mot lon t o convene the Execut1ve 

Sess1on? (ALL AFFIRM .) Thank you . Do I have a motion 

1n th1s case? 

KR. EV~~s: Mr . ChalrQao. I move that thls matter be cont1nue 
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~o affo r d ~he appl1can~ an oppor~uni~y ~o supplemen~ h1s 

appl1ca~1on because ~he appl1ca~1on 1s 1ncomple~e as 

submi~~eo pursuan~ ~o Virqin1a Gas ~ Oil Requ!a~1ons VR-

480-05- 22.2. sec~1on 7. Subparagraphs 11 and 15. 

HR. HARRIS : Second . 

MR. CHAlfU-tAN : A mo~1on and a second . Any further 

~scuss1on? Al l :n favor s1anify by say1nq yes . 

I MAJORITY AfTIRMS. ) Oppos ed say no. (ONE ABSTAINED. ) 

one abs~en~ 1on. Thank you. 

HR. MVLLJ:NS: so as ! unders~and the rul utq, 1f we supple.men~ 

the appl1ca~1on pursuan~ to those ~o subparagraphs of 

tba~ requla~1on ~ba~ Wll l satlSfy the Board a s ~o ~he 

appl1ca~1on? 

HR. gvAJIIs: Th1s appl1ca~ion 1s 1ncomple~e as suba1tted . You 

haven ' t o1ven anybody a r1ght or a number for part1c1pa

~1oo . 

HR . HULLrNS: Par~ of ~hat 1s due to difficulty 1nherent 1n 

th1s 20 yea r old well and f1xutg a f1gure t o 1t. And I' 

not t~:nq t o a rque w:th ~he Board, bu~ 1s what the So 

say1ng t hat e1ther -- s1nce ~he records aren't comple~e 

and not even 1n our possess1on as to ~he cost o f the wel 

then 1t we can't c ome up Wl~h a f1gure we'll have ~o qiv 

t he well, as f a r as the expense of putt1ng 1t 1n, to 

o t her clalman~s 1f we're ul~1ma~ely no~ ruled ~o b e the 

owner ~hereof ? 
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HR. EVANS: HY mo~~on and t he second and the rul~n9 was that 

2 ~~ ·s 1ncomplete. It's up to you to make it complete. 

3 HR. ~~~s : r think maybe 1f you bad an e s tLCate of what lt 

4 woul d cost lt you were to drill it or to complete lt to 

5 po1n~ 1f you are go1ng to market and sell gas -- I mean, 

6 I'c sure there are some costs assoc1ated with th!s and I 

7 ~h1nk tha~ 1f someone wanted to part1c1pate -- 1f at som 

8 po1nt 1t was deemed that other people do have an ~nteres 

9 ~ t h:s and dec1de well, I want t o partlcipate then I 

10 thlnk th~re would have t o be some amount for t hem to --

11 HR . MULLINS: sooe hard f1gures. 

12 HR . LEW:S : Yeah. And ~hen look at 1t and say we will 

13 

14 

part1c1pa~e or we won't . 

HR . HARRIS: I ' m not s ure 1f t he Board knows what's approp-

15 ~late 1n terms of expense , but I th~k one of the tb1ngs 

16 we were concerned Wl th 1s that the three AFlis were not 

17 parttcular to that well and that an average of other 

18 we.ls. espec1nlly 1nclud1ng fracklng charges , that that 

19 was no- app~oprlate for that wel l. 

~ ~~. EVANS: 7nere's the dlVlSlon o f 1nterest 1ssue and also 

21 what l n teres~ 1s b~1ng d1v1ded -- they have to have some 

~ nucber . You nave to have sooe number and remember , it's 

~ an e$tlma~e . They have to have sooe number to apply 

24 percen tage o t ownersn1p ~o to say okay. I want to pony u 

25 x nutnbt-t ot dollars to partic1pate 1n this well because 
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that 1s part of the1r elect1on r1;ht. 

MR. HULLIUS: Other than that the applicat1on was found 

complete except fo r those two def1c1encies , is that 

MR. CHAIRMAN : Ther e was no dec1sion made on that completenes 

overall. 

~~. EVANS: lt was ~complete because of that. We ~d not go 

beyond that. If you want t o supplement to check over 

your appl1cat1on . c aY.e sure that everything else is okay 

thls 1s f1ne. But those 1ssues are not present. 

MR. CHAIRMAN: They weren't before the Soa~d . So we didn't 

act on all toe otner 1ssues s t1pulated 10 the requlat1on 

that t he Board set out on the appl1cat1on to pool the 

lnterest wn1ch 1s 1n s ect1on 7 of t he Regulations. 

MR. KULLlNS: L~t me ask a quest1on about not1ce now. What 

w1ll be requ1r ed oi us i nsofar as not1ce to the parties 

or to the 1nd1v: duals s 1nce our -- lt's our position 

s1nce our appl1cat1on has been pend1ng we don ' t need t o 

prov1de supplemental not1ce to everybody as t o this 

proceeo1ng. All the lnter ested part1es were not~f1ed an 

coulo have been present. ls the Board going to require 

us t o send out e1ther ent1r e new appl1cat1ons to all the 

: nterPsted partles or 1s the Board only go1ng to requ1re 

us t o prov1de supplemental 1nformat1on to the partles by 

reaular ~a11 1 What 1s the Board go~g to require of us 

as tar as the supplement 1nformat1on t hat 's go1n; to be 
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4 

requ1red oy the Boar d? 

HS. RI GGS : : assume you' re go1ng to amend your applicat~on 

least as ~c exhlb1ts to set out the percentage of 

1nterest of t he confl1ct1ng cla~ants? 

5 MR. MULLINS: Wha~ I would have ~n m~d 1s JUS~ prepar1no 

6 addenduo ~o ~he appl1ca~ion ~o sa~isfy wha~·s been 

7 brough~ up by ~he Board. I hadn't 1n~ended t o redo the 

8 ent 1re appl1cat1on ltsel f . 

9 HR. HA.~R.!S : Mr . Chairman , there · s a questi on I have about 

10 1nteres~ ana lt may not be appropr1ate, but I think the 

11 Board 's 1 n~erpre~ation of int er est 15 people who cla1m 

12 

13 

14 

15 

ownershlp 1n the gas, 1n thls part 1cu1ar case the gas 

unde r ly1ng t he t rac~. The affidav1~s ~hat you s ubm1tte 

were from lot s of the folks ~ha~ we r e llst ed a s interest 

ed partles. Is your l nterpret ation of i nteres t people 

16 the su~foce who may have been connec~ed befor e who are 

11 say1nq -- accora1ng ~o ~he1r a f f 1davi t it appears 

18 ~hey • r e say:.ng , " I • m 1nterest ed ~ seew g the gas 

19 pr oduced nere." I s ~he 1nterest t hat type of interest 

~ terms of a suppor t of ~he appl1cat1on or 1s lt really 

21 1nt er es t 1n te~s of our l nterpr etat ion that thes e peopl 

~ Dr~ actually cla1m1ng owners hip? 

~ HR. MULLINS : I have a broad v1ew per sona l ly of c laimants. 

24 1ncludes and I don't thlnk you can restrict 

~ coal owners or qas owner s. I' ve also i ncluded surface 
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owners because there is no V1rq1nia law on the point as 

t o who owns the gas . 

3 MR . HAJUUS : so 1.f I 11.ve 1n tile nelghborhood and I'm l.nteres 

4 ted in tha t gas 

s HR . LEWIS: If you own the s urface, not the mineral . 

6 KR . KELLY : so 1t 1s l 1m1t ed to s ome type o f owners~p? 

7 HR. CHAIRMAN : If I can go back and answer your question that 

8 you asked , t hough . about not1ce, the partl.es before 

9 they had an opportun l t y, the ones that we r e not i ced . to 

to attend tbl. s hear 1ng today . The continuance of the Board 

tt t he Board w1.ll publ1sh 1.n l.t 's next agenda will be 

12 publl.shed. I t hl.nk ~h"" r. · i ng you need t o be concerned 

13 

14 

15 

about to the ex tent cH1Y parties not named 1n t.be hearwg 

t oday , any ln t erests that are affected l.n any way or 

changed, the partl.es woul d have to be notl.fl.ed aqa1n. s 

16 t he notl.ce requl.rements of t he Board fo r pooll.ng l.S very 

17 str 1ct notl.ce r equ1remen t s, t hat everyone have an 

18 oppor~un 1ty . so anythl.ng t hat affects that l.nterest, if 

19 it 's c~anaed 1n any way or new partles are added Wbl.ch 

~ typ1c al ly change l.t - - not always, but t ypl.cal l y change 

21 1t w~ula requ1re 

~ MR . MULLINS: Are you talk1ng about transfer o f ownership or 

~ s oQetnl.ng llke that? 

24 MrL CHAIRMAN: I ' o talklna about if you have to identify othe 

part l. es o: t he pool that you 're d=al.nl.ng and those kinds 
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of t h 1ngs. You'd have to not1ce any change 1n tbe 

owners hlP 1nterest . 

HS. RIGGS : Here t he a l locat1on of a percentage of interest 

thelr cla1m would constltute something materlal to them . 

They may w1sn to challenge the percentage allocated t o 

the 1r 1nterest . So that affects an ownersb1p interest. 

That 1n term lQpacts on the cost of part1c1pat1on to 

t hem. You may say t hey own two percent as a conflictl.D 

claJ.Cant. They may say t hey own 20. Do you see what I' 

say t ng? so 1n that you haven't outlined any percentage 

o f 1nter est t o t hose people now 1n order for them to 

calculate part1c1pat1on and you are now go1ng to do tha , 

that woul d impact on the1r decislons whether to contest 

o r not to contest. Does that make sense? 

~R . MUL!.IIIS: ! t hUlk I follow. 

~s. RIGGS: ~hat ' s personal to them, the allegat1on as to 

what t he!r potentia l c la1m may be . 

HR. MULLINS: '!'o answer a question you asked, dur1nq the 

pendency of ~ pe r1od o f productlon of th1s well there wa· 

a s tatut e 1n place 1n V1rg1nia that gave s urface owners 

t:h~ presumpt1ve r:.ght s to all migratory gases. That 

s t a t ute 's been appeal ed but 1n lt's repea l the Legis

lat:ure spec1f1cally sa1d that i t was not saying t he 

sur: ace owne r d1dn' t own 1t but they were say1ng t .hat 

we're remov1 ng the evidentlary pres umpt1on. so that was 
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one of the reasons ~hy we felt lt neces sary to 1nclude 

surface owners because ther e 's that questlon out there 

during the aQe of thls well and all the other factor s 

t hat led us ~o tblnT. that we had to g1ve -- that we ough 

to g1ve not 1ce to all these people. 

~~ . HARRIS: Hy quest1on stecs again froc the aff1dav1ts 

because t be aff1dav1t;s by and large sa1d that we support 

tbe appl1cat1on and we encourage tbe development and 

whatever. It ~dn ' t really say we cla1m 20 percent. Yo 

s ee what I 'm sayl.ng? 

MR . MULLINS: Rlght. I understand . 

KR . ~~s: so the l.Dterests that the Board looks at I would 

~!nY. would be here ' s someone who's a surface owner tbat 

s ays I own ten percent of that gas that coces out of the 

ground. I didn't s ee t hat from any of the affldavits. 

Al l l s aw was we s upport the appl1cat1on and we encourag 

the development and whatever. To me the 1nterest 1s 

d~fln~d dlffereotly ~ those cases. 

~. L~~IS : He cla1ced 100 per cent. 

~. MULLINS : Jhgnt. . Mr . Ratllff claLmed 100 percent and the 

purpose ot the aff1dav1t wasn't really to establ1sb the 

oercer.taqes. The purpose of the affldavits was t o show 

ot thos~ that S1Qned the affidavlts that be was able to 

qet up Wlth that they support ed the appl1cat1on. It 

wasn - made to def1ne the l r 1nterests . 
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HR. HARRIS: Wha~ promp~ed ~he question was you asked about 

2 no~1ce. If ~bese people 1ndeed cl~m a percen~ of 

3 1n~erest then toey need t o be not1ced, I would ~ag10e. 

4 MR. MULLINS: They've been not1ced pursuant to our or1g1nal 

5 appl1cat1oc. I mean, t hey've been not1ced of what ' s 

6 go1ng on here today and the contlDUation of, if that 's 

7 what you were ask10g. 

8 MR. HARRIS : I don·~ know 1: I need to be l abor that , but I 

9 guess 1t' s the def1n1~1on of interest and I guess if 

10 are c l a1m1ng a percentage of owners hi p then they are 

11 

12 

13 

14 

tnteres~ed partles. If they are say1ng I'm interested 

caklnq sure t hat tnls goes forward then I don't know 1f 

we use the same word ''lnterest". It's not def1ned the 

s ame way. 

15 KR. MULLINS : I t hink I'm beg1nn1ng to see . In other words , 

16 you' r e say1ng 1f they don't want to cla~ any percent w 

17 don't neer to wool w1th them bas1cally . 

18 MR . CHAIRMAN: I would JUSt ofter t hat the Gas & Oil Office 

19 w1l l oe ava1lable to ass1s t w1th any quest1ons you have 

~ and ~~ ~o nel p 10 any way ~hat they can 1n making the 

21 appl1ca~1on complete and aet 1t properly before the 

22 Boar-a. 

~ HR. HULLINS : we' ll try to do that the next monthl y meet1ng. 

24 

25 

As the Board w1l l recall , our deadline to get this d.one 

pursuan~ to the permit was by February lSth, 1995. We 
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would 11ke ~o ask as a separa~e matter s~nce the Board, 

due ~o unavo idable c1rcums~ances was unable to meet last 

month . t nat we be g1ven a 3 0 day extension or to the 

Board meet lna 1n Harch . We anticl.pate being back in 

Janua_-y but we 'd l 1ke to ask fo r an ext ens1on t o the 

March hean.ng . 

HR. CHAIRMAN : we can ~ake ~hat up next month and you can ) US 

1nclude t hat 1n t he contlnuatl.on as a part of the 

r eques t . 

HR . FULME R: I s t hat a mot1on t o modlfy the or1q1nal Board 

order? 

MR . CHAI~~ = we ' ll JUSt take lt up ne~~ month. 

MR . FULMER: Wbat. I •m aslung J.S l.t a ~equest to modify becaus 

have t o put l C on t.ne agenda J.teo , a request to modify. 

~S. RIGGS: ~ght. . 

HR. CP~?~~~ = Yes . R1got. . The Board on it's own motJ.on Wl l 

cons l.der l. t . 

~R. MULLINS : could you g1 ve me the regulat ion number aqa1n? 

I coulon•t. get lt al l down . VR~ S0-05- .2 . 2 

HS . R:C~S: Sect l on 7 . 

HR. c.~:RMNI: We ' r e ao J.ng t o adJourn f or lunch . Try to be 

back he r e by 1:00. 

I AFTE R A LUNCHEON RECESS , THE HEARING CONTINUED AS 

FOLLOWS: ) 
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ITEM VI 

3 HR. CHAIRMAN : we •re go1ng co cove on the agenda ~o I~em VI . 

4 Thls 1s a pe~1~1on froc Buchanan Produc~ion company for 

s an order creat~ng a sea led gob un1~ and pool~o . The 

6 un1t 1s 1dent1:1ed as VPJ-SGU and 1s loca~ed beg~~g 

7 V1rg1n1a south s~ate Plane coord~nates tha~ are lis~ed 

8 cbe appl1cat1on . 7hls 1s docket number VGOB-94 / 12/13-

9 0485. we ' d ask tbe par~1es that w1sh to address tbe 

10 Board ~ thls ma t ter to come forward a~ tnis tlme , 

11 p lease. 

12 KR. SWARTZ: Hark swar~z here represen~~g Buchanan Producti 

13 

14 

15 

co:~~pan}' . the appl1cant. 

MR . CHA!R."!AN : Are there any others that wish to address the 

Board? Ta~ record wlll show there are none. You may 

t 6 proceed, Mr . swar~z . 

11 MR. SWARTZ : :• o l1ke ~o ~ar.e a few m~utes a~ the beginn~g 

t8 ~o JUS : :am1l1ar1=e you W!th wha~ we'll we t~g abou 

19 today . The~e ar~ a couple of 1ssues that are wr1nkles 

~ that are a !ltt le unusual that I'l l talk abou~ so that 

~ the tes ~1cony proceeds you can perhaps focus on those . 

~ Th1s :s a sealed goo unlt. Exh1b1~ A-1 wh1ch 1s behind 

23 tab o ne 1:1 th1s bound volume s hows tl'e sealed gob uni~ 

24 wn1ch !S ~h1 s black, almost a rectangle and it's overla 

~ over a port1on o f ~he oakwood Fleld, no~ because we're 

n 
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suggest lnQ that fleld rul es are relevan~ bu~ because it 

l ocates 1t for you. Then 1f you turn to the back of th 

book ~here are t wo maps that fold out and maybe we 'll 

start Wlth the las t one to again qive you -- ~he s ealed 

gob un1t that we're go1ng to be ta~g about 1 s outline 

1n orange on ~xhLbit A-A which is behind tab eleven. 

You'll s~e that we trl.ed to follow the intersectl.OD of 

entr1es at the per~eter of the m~e and solid blocKs o · 

coal where we can . It shows -- by looking a~ the encr~ 

and so forth you can tell where the seals have been 

1nstalled . aut th2s 1s the s eal ed area of the VP3 m1ne 

that we're attempted to create a s ealed uni t for today 

and tnEn t o pool that unl.t. The map ahead of the 1u.ne 

map sho~s you the 32 tract s that are involved ~ the 

pool1ng appl1cat1on and puts the oakwood qrid over it 

)USt t o g1ve you an 1dea somewhat of the s1ze of ~s 

un l t . It's sl1ghtly less than 2,000 acres. Agal.n . w1 

reference to EY~1blt A you'll no~1ce there 

klnds o: well sYQbols here . Inltlally the 

a re ten wel ls do~~ 1n the R row t hat have been producing 

froo the R and s rows and t hat are b lack . Those wells 

ar e pe~ltted wells. They had been produc1ng active qob 

Thls m1~e was $ealed Deceober 23rd , 1993, roughly a year 

ago . At the tlme and Les w1l l talk about the sealing 

and so fortn. but at the tl.oe the m1ne was sealed these 
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ten we lls had been pr oduc1ng act1ve gob and when the m e 

sealed, of course, we were 1n a se~led gob situation. 

The brown wells above are add1t1onal proposed we lls as 

we l l as the t wo blue wells up here . Since Dece=ber 

Buchanan Productlon oas cont1nued to produce the ten 

pen:at ted wells and essentially we were fonunate enoug 

that the acreage all ten o i t hose wells - - I ' ll g1ve 

another cap and then we con ultimately gove t o the 

testloony, but I th~ you need to understand some of 

th1s. we were fortunate enough that the areas around 

ten of those wells were subJect to l eas es and we 

form voluntary un1ts . It' s a little different. 

the ra~us. aas1call y t he only difference for the new 

l1nes Ln Exhiblt E that I JUSt gave you i s lt draws ~ 

rad1us around e ach of the ten wells that I've been 

tallung about l.t. It 's a 251 foot radius. so the 

d1amete~ o: t nese un1 ts ar e roughly 500 feet . The 

statew~de spac1ng for sealed gob would drl.ve a un1t of 

th:s s1ze. And essentlally . as Les w1l l indicate later 

Lo you. the acreage Wlthin that c1rcle is a ll sub)ect t 

leases 1n favor of Buchanan Product1on Company Wlth 

reoard t o all of these un1ts . What we are going to be 

os~1ng for t oday 1s to create this s ealed gob unit as 

dep l eted 1n the exh lb1 t s that we have quickly looked at 

and make t ne order re troact1ve to December 23rd, 1993 s 
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that the product~on froo the ten wells which have been 

produced as voluntary units -- gob units s1nce that po 

1n t1ce can be allocated to the owners of the 32 tracts 

1n the un1t we ' re ask~g you to create from day one, fr 

the day ~hat lt was sealed. ID general t he revenue bas 

oeen suspended, alchough some of che royalty owners 

rece1ved for some per~od of tLme some money . But we 

~ a pos~~1on . 1f th~s 1s approved , to make the deposlt 

for the unleased owners w~ ~h the escrow agent and recou 

any over payments t o our lessors and square up with 

everybody £roo the date of sealing forward. There lS o 

o ther wr1nkle that's a l!ttle ~fferent that you don't 

normally see here . I n our applicat1on and in thls tab 

boo~ of exh1b1ts you've got today there are several fo s 

o f what we normal.ly show you as Sxhibit B. Normally in 

~xh1b1~ B we llSt everybody that we want to force pool. 

Here there 1s an ~xh~lt B and several other exb~its 

wh1ch follow -- I thlnk B- 3 which different~ate 

between people that we have jo~ed as respondents who w 

hav~ leases wlth and people we' ve JO lned as respondents 

because we do not nave leases. we have dec1ded to and 

have . 1n fact, not1ced all of our lessors with regard t 

thlS poollna appl!cat l on and appl1cation to create a 

unlt wh lch ~s somech1ng that we normally would not do. 

'i'he reason our lessors hnve been notl.ced in t .he applica-
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tion 1s our pool 1ng prov1s1ons in our leases with our 

l essors d1d not env1s 1on or allow us to c reate and 

volunta~1ly pool a 2,000 acre un1t. Typlcal l y they ' re 

160 acr es. 240 acres. so we have not1ced all of our 

lessors. The appl lcation and the notice actually state 

that we're creat~ng a larger unit and states that they 

are not go1ng t o be afforded election rights because we 

have leases w1th tbeQ . But 1n order to create th1s un1 

we felt we bad to g1ve everybody notice because we do n t 

have a contractual abilltY to create a voluntary unit o 

tbts s1ze and that's why we have not1ced those people . 

so the t wo wr1nkles that you don't noraally see are 1) 

We'll be ask109 that th1s order be retroact1ve to the 

date the ~1ne was sealed. 2) You 'll notice that our 

1S lessors are JO~ed as part~es. That' s to create the 

16 un1t . Obv1ously we t alked to a number of them about 

17 thlE. but ~o create a un~t of th1s s1ze only and that 

18 w~· re not reques~1ng that they be afforded election 

19 r _ qh~s . And tney are clearly identlfied in the appl1ca 

~ tLon. Because t hls 1s a little dlfferent feel free to 

21 ln~e•rupt dS Les and I go through thls or as usual you 

~ can have lt when I finish . 

~ COURT REPORTER: (Swears Wltness .) 

24 

~ 
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LESLIE K. ARRINCTOtl 

a w1tness who. after havinq been duly sworn , was examined an 

test1f1ed as follows : 

DIRECT £KAMINATIOU 

SY HR. SWARTZ: 

Q. could you s~ate your :ull name for us? 

A. Leslie K. Arrlngton. 

Q. And who do you work for . Les? 

A. . Consol. 

Q. Are you here on behalf of the appl 1cant? 

A. Yes . I am . 

Q. The appl1can~ 1s Buchanan Produc~~on? 

A . ves . lt 1s. 

Q. Old you do the draftlnq and work on the not~ce of beari 

and the appl1cat1on? 

A. Yes, I d1d. 

o . In fact. you have taqned both of them. have you not:? 

A. ves. ! have. 

Q . ls eucnanan Pt·oduct :.on compony a V1rg1n1a qeneral 

pat"tnersn1p? 

A. 'ies. 1t 16 . 

Q. Ana t hat partnersh ip has t wo partners. Appalachian 

operators. Inc. and Appalachian Methene, Inc., is that 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

o . 
A. 

o. 

A. 

Q. 

A. 

o. 

correct? 

YES, lt. l S. 

Are both o f t.hos~ corpor a te partners ~ Buchanan Produc 

t1on co~pany wholely owned indLrect s ubs1diari es o f 

consol. Inc .? 

Yes. 

Is Buchanan Productlon coapany authorized to do bus~es 

1n Vlrql.n.la? 

Yes. 1~ 1s . 

Who are you ask2nq t hat t he Board appoint as des 1qnated 

operator 1£ t hls applicatlon 1s approved? 

Consol, Inc. 

consol 1s a Delaware corpor ation? 

Yes, lt 1s. 

Is consol author1zed to do bus1ness ~ tbe commonwealth 

and has lt reg1s~ered Wlth t he DMME and does it have a 

blan~e~ bond on f 1le? 

Yes, 1t. does. 

7here are ce~ta1n exhl.blt.s beh1nd t ab n i ne tha t deal w1 

t.he relat.1onsb1p between Buchanan Product1on Company an 

conso •. 1s that. correct ? 

Yes. ~ • 1s. 

And essentlally would lt be :a1r t o s ay that Buchanan 

Produc: 1on company has deleqat ed to consol tho res pons

lbl1ltY to ca1nt.a1n and operat or 1t's propert1es? 
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Q. 
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A. 

Q. 

A. 
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A . 

Yes , 1t bas. 

And tha~ these documents beh1nd tab n~e are wrttten 

evtdence o f that delegatton , the acceptance by Consol, 

Inc. o f t he dut tes t o ~aLOtalD t h e BPC properties? 

Yes. ::. t 1s. 

Now, wtth regard to the nottces here there 1 s a sectlon 

1n the tab exhiblt that we passed out to che Board 

members ~oday behlDd tab two. What 1s that? 

That 1s the cert tficatlon o f nottce , where we matled tb 

appl1cat 1on and not1ce t o all parties . 

so wha~ would have been ~alled would have been the 

appllcation, ~e not1ce. Exh1hit A-1 and so forth? 

Yes. 

Old you oa1l t o everyone llsted in tbe notice for whom 

you had an address? 

Yes. we d1d. 

Does the cert1f1cate of not1ce or certlflcatlon of notl e 

1nd1cate the status o f t he maillDg? 

ves, 1t does . 

As o : what date? was 1t last Friday? 

1: /b. 

An~ ::. ~ tnd~cates when the ttems were ma1led, when t he 

recetpts 1nd1cate they were r ece1ved and if there is a 

b ar.k t ha t oeans you sttll don 't know what the status 1 

That 's correct. 
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Q. 

A . 

Q. 

A. 

Q. 

1\ . 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

o. 

A. 

There are a few o t those? 

ves, tnere 1s. 

And return means that the whole packet came back? 

Tnat• s correc t. 

Dld you also publ1sh a not1ce w1tb regard to tb~s matte ? 

Yes, we dld , on November 1qtb 1n tne Bluef1eld DallY 

Telegraph. 

What d1d you publ 1sb? 

The not1ce of hear10g. 

And the l l ttle map as well? 

ves. 

Exhlbl.t A- 1? 

Ve s . 

Wl t h regard to any amendments , do you w1sh t o aaend thl 

t o add any respondents? 

ves . we do. That 's l l s ted on our Exhiblt B-2 and 

aad1t1onally t hey have al so been added to our Sxblblt B 

You ~ct a good llStlnQ o : them in sxhlblt B- 2 beh1nd t 

SlX . 

wny 1s 1t that we're add1n9 some add1t1onal folks here? 

Thos~ add1t 1onal people were the Ratllff he1 r s. We ~d 

no~ or l glnally have those people llsted, d1dn't 

~xlsted. we have 1n the cours e of due d1l1gence found 

th ~t th~re wer e more he1rs. we ~d send them not~ce 

they hove been lls t ed wi t h the proper interests. 
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10 A. 
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12 

13 

14 

15 

t6 

17 

t8 

t9 
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Q. 
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Q. 
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so be~ween ~he ~1me ~ha~ ~be not1ce and application was 

or1g1nally f1led which pres umably was around the middle 

of November some addlt ional be1rs to the Ratliff be1rsb p 

were 1den~if1ed? 

Yes, -cnere was. 

D~d you mall ~o everyone for whom you could obtain an 

address? 

Yes, we ~d. 

Is -c.ba'C 1n~cated 1n the certifica~ion of notice? 

Yes. 1~ 1s. 

If 'Che Board were t o refer to Exhibi~ B- 2 which 1s beh 

tab sLx, that ac~ually ll.s t s ~be additional people, doe 

lt not? 

Yes , l'C does. 

The folKs tha~ need to be added as respondents are l ist d 

a~ B-2 and they are lD tracts four and seven, correct ? 

Tha'C 1s correct. 

rn tract four l'C would be the people identifled at B, C 

N, P. Q, R, s and T , 1s that correct? 

That 1s correct . 

And Wl th regard ~o tract seven the add1t1onal Ratliff 

he1rs are essent.1al ly at t he same letters. 8, c, N, P , 

R, s and T? 

That 's correct.. 

Do you w1s h t o d1sm1ss today any r espondents and 1f so , 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 
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Q. 

who would that be? 

Yes . That would be Clarence Ramey . It's also listed o 

EKhLbit B-2 as Clarence Ramey . Buchanan Production 

purchased hls l nterest . 

He was ~ tract one? 

Trac~ one, yes. 

And ne can be ~sm1ssed because his Lnterest was ac 

quired? 

Ye s. lt was . 

Has Consol, Inc. on behalf of Buchanan Production Comp y 

exerc 1sed d~llgence to continue to i dentlfY and locate 

people who have record tltle t o ~he oil, gas and/or co 

under ~h1s proposed un1t? 

Yes, we bave. 

Are you con~inu1ng to do th4t and will continue 1nto th 

future ~o ldentlfY them? 

Yes, we do. 

~o ge t sooe 1dea as t o how many f olks or what 1nteres ts 

th l s appl lcat lon would affect, ExhLblt A, Page 2, which 

was amended 1o: 's behlnd ~ab four. This is a revised 

exhlb1~ . lS lt not? 

Yes. lt 1s. 

What 1s the outstand1ng coal interests, the outs tanding 

oll and gas 1nterest that is sought to be affected by 

thls pool1ng appl ication? 
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Q. 

A.. 

Q. 

A.. 

Q . 

A.. 

Q. 

A. . 

Q. 

A. 

Q . 

A. • 

we want t.o pool 5.9538 percent: of ~he coal interest and 

8 .6516 percent of ~be oil and qas interest. 

Are t.he balance of t hose interest wh1ch you ' r e not 

seelu .. nq ~o pool, ~e coal and/or oil and qas, are t:hose 

leased by Buchanan Produc~ion Company? 

Leased or owned, yes . 

s o l l~erally you have acquued by lease or purchase mor 

t han 9 0 percent of bo~ mterest:s? 

'i'ha~ · s correct.. 

Ln terms of leasLDg and lD t:erms of making a recommend

at.lon to t:he Board what lease t:erms should be 1nsert:ed n 

any order t hat t:he Board might enter ~f t.h~s applicat.lo 

is appr oved, woat. are t.be terms of t:he leases t.hat. you 

have offered and will cont1nue t:o offer people t:o join 

t.hl S UDlt.? 

S l per acre renta l w1th a one- e i ghth royalt:y wi th a f1v 

year term . 

And tha~ r ental would be payable for bow l onq? 

on an annual bas 1s unt:ll product1on commences . 

once productlon cocmenced lt would cease? 

That' s correct . 

wou .. d you r eco=end ~ha~ t.hos e terms be impleJne.nt:ed in 

any Board orde r w1~ regard ~o people who are deemed to 

nave leased? 

Yes. we would . 
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Q. 
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Q • 

Wl~h reqard t o ~1s drill1no un~t that we're propos1no. 

Les , 1f you could refer to the map that bas the mine 

wor ks on 1~ wn1ch would be Exhibit A-A, 16 tne proposed 

un1t ou tl1ned 1n wha~ I ' ll call orange on Exbib1t A-A? 

Yes, 1t 1s. 

How a any acres does thls proposed unit coota1n? 

It conta~s 1 ,868.09 acres. 

There are a nucber of wells noted on this map and all t e 

wel ls are a large c1rcle , correct? 

That' s correct. 

Tbac vary 10 colors? 

That's correct . 

What are the can wells 10 the bottom cwo loogwall panel ? 

Are toey perml~~ed wells? Wha~·s ~he1r status? 

Yes. Those are perm1tted well s that are 10 actual 

productlon. Toe red or t he orange color wells are well 

that are po~ent ~al wells that we plan on hoo~g up. 

two blu1sh ~een wells up near the top are JUSt propose 

we lls t or sometlme 1n the fu t ur e possLbly . 

Th~s appl l catlOn would s eek an abllltY on Consol's beha f 

1n work1nq tor Buchanan Productlon to operate a m~ximum 

of e1ghteen wells 1n th1s un1t, correct? 

A aax1mum o f e1gh~een w1th only f1fteen of t hem being 

~eques~~d 1n this appl1cat1on . 

0~ ~t least the cos t for --
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Q. 

A. 

Q. 

A. 

Q . 

costs for flfteen wells. 

so essentlally t hls appl lcatlon requests an abil1ty to 

u~ 11 1ze e1qhteen wells but when you vet to the cost 

sect ion t he cost of only flfteen wells have been consid 

ered? 

That 1s correct. 

The ll ttle q=een s ymbols. what are those? 

The qreen s YQbols are the vert~cal vent1lation holes th t 

were drl lled 1ns1de the m1ne area . 

Which in theory could be used to drain the qob area but 

are not apparently qo10q to be put t o use to do tbat? 

Tnat's correct. 

Wlth refe rence t o 

MR . EVANS: Excuse ue . Real quick before you go too much 

t urther . on the WHs that you JUSt alluded to, those 

have been drllled , you say , wi thlD the mine from surfac 

t o the Dlne? Are they s t1ll open? 

18 '!'HE WITNESS: Yes. 

19 

20 

21 

22 

23 

24 

23 

Y.R. EVANS: Do you p lan to leave them open and vent - -

'!'HE WI TNESS : They are there just for Q1ne s afety purpos es 

case we do need to vent . 

HR. EVANS: Are t hey free flowi nq or do you have control ove 

those? 

THE WITNSSS: we do have control over those . 

o . (Mr . s wart: cont1nues.} With regard to ventinq, Lea, 
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A. 

Q. 

1\. 

Q. 

1\. 

Q. 

A. 

o. 

A. 

Q. 

A. 

Q. 

A . 

these t en wells that have been operating and producing 

the first two panels at the bottom of the exhibit, have 

they been able t o keep the pressure i .n the sealed area 

unaer con~rol or have there been tl.mes when you have ba 

to vent? 

Not t o date . 

You have had to vent or you have not bad to vent? 

We' ve not had to . 

But t hese VVHs that are contr olled would at l east give 

you t hat capab1l1ty? 

Yes, 1t would. 

W1th regard to EY~~1t E wb1cb is the loose exhibit tba 

I banded out to you all a lit~e while ago, when these 

coalbed methane wells -- the ones that are shown 

-- 1n1t1a l ly started producing what were they produc~g 

When they 1n1tially were producing ~hey were produc~g 

ac t1ve . 

So from the act1ve gob? 

Yes. Act1ve gob . 

was the revenue 1n1t1all y , before the cu.ne was sealed, 

be 1ng pa1d on an 80 acre un1t bas1s? 

Yes . lt was . 

wer e t he r e some unlts 10 the R and s r ows that were 

dctually s ubJect t o Boar d orders ? 

Yes, ther e we re . 
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Q. 
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Q. 
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Q. 
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A . 

Wh1ch un1~s 1n ~he R and s r ows were subject to Board 

order s or wer e f or ce pool ed by the Board? 

The R- 5 , s -5 , s - 6 and s -7. 

Then t here were some voluntary units as well? 

Yes , ther e were . 

Wh.1ch un.1~s were t he vol untary unl.ts? 

R-6 and R- 7, R- 8 and s-a . 
But all of t hos e un.1~s were l imited to either short hol 

or ac~ .1ve gob? 

Yes. That 's correct . 

For the recor d, when was .1t that the entries in the min 

were s ealed ~o i solate the proposed unit from the balan e 

of ~he well? 

Tha~ wa s December 23rd , 1993. 

How ouch not:1ce d1d you have of that occurring? You as 

someone ac t:l.Dg on behal f o f Buchanan Product:.1on company 

As fa r as when ~e m1ne was sealed? 

When t he m.1ne was go.1ng t o be s ealed . When did you f1n 

out? 

Much l ater . 

so 1t: was sealed befor e you were t old? 

Yes, :.t was . 

I~ was not some~1n9 you were JOintly planning to have 

happen? 

No. 
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A. 

Q. 

A. 

Q. 

A . 

Q. 

A . 
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A. 
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A. 

Q. 

Wlth r egar d t o Sxhiblt E, what do the c i rcles around th 

black well s ymbol s r epresent? 

The c 1rc le represents a 251 foot radius around each 

wh1ch put s us into the voluntary s tatewide s pacin9. 

What does t he Code or State sta~te provide W1tb r egard 

t o spac~g for wells from the gob? 

No c loser t han 500 feet . 

woul d the s :ze o f t he s e voluntary un~ts compl y with tha ? 

Yes, lt would. 

W1th1n t he c1rcles ar ound t he ten CBH wells that are 

color ed bl ack does Buchanan Produc t10D Company have 100 

percent of the are a 1n t he circles under lease? 

Yes . we do. 

So essent1al ly you were abl e becaus e of your lease 

pos1 t 1oo to create t hes e volunt ary un1 t s ? 

Yes. we d1d. 

What are you do1og wi th t he royalty r evenue from these 

wel ls a t pr esent ? 

At p=esen t 1t 1s be1ng held 1n es crow or suspens e . 

Inte rna l ly? 

I nt ernal . 

In t hA e vent that the Board were t o approve this applic -

t1on w1ll you assune t hat to t he ext ent s uspended 

pdyc~nts ar~ subJec t to esc r ow you coul d turn around 

pay t ha t coney ove r t o t he Tazewe l l Nat1onal Bank or th 
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escr ow agent? 

A. Yes, we could. 

Q. Are you requestUlCJ that the Board order pena.it you t o 

depos1t funds sub)ect t o escrow from December 23rd , 1 99 

forward? 

A. Yes. 

Q. Wlth regard to the un1t and the creation of the unit , 

what seams or what are a 1s subject to -- or would be 

s ub)ec t to the un1t that you're seeking to create? 

A. Al l coal seams below the Tiller . 

Q. Now, Wl.th r egard t o costs w1th t.he ori ginal applicauon 

~d you submlt an est lmate on a per well basis with 

regard to these gob wells? 

A. Yes , I did. 

o. When was that es tlcat e pr epared? 

A. November 9th , 1994 . 

Q. And who pr epared 1t? 

A. I dl.d . 

Q. What 1s th~ acoun t of t he e s t1mat e o f the well cos ts? 

A. Sl39,9 l4.68. 

Q. Old you attempt to obtaln act ual 1ncurred well costs wi 

rega r d t o thes e WHs? 

A. Yes, we d1d . we attempt ed to de f 1ne thos e costs and 

s 1nce 1t was an acqu1s 1t 1on o f I s land creek COal coapan 

s ome of tbe records have been misplaced. we could not 
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A. 

Q. 

A. 

come up Wlth all the actual costs . so we did use an 

estlmated cost. 

so the OWE wh1ch est1cates the cost of one well i s 

roughly 5139 . 000 should not be assumed to be actual 

costs. It 1s your estimate? 

That i s correct. 

Is that 5139,000 f 1qure essent1ally t he same estimate 

that you are us1ng for new we lls drilled today? 

Yes, l t. 1s. 

10 HR. SWARTZ: At the end of the application that you oriq1nal y 
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A • 

o. 

A. 

o. 
A. 

Q. 

1\. 

1..'. 

1\. 

o. 

got, not what you got handed out today, Board members, 

t here 1s an Exhlblt G. Is that correct , Les? 

(The w1tness cont.1nues.) That is correct. 

And us1ng your estimated costs and assiqning flfteen 

wells t hat g i ves a number Wlth regard t o well costs , 

correct? 

Yes. lt does. 

And what 15 that ? 

$:! ,099.77 0 .20. 

Th~n t.he r~·s a cost for aeal1ng the mine, correct? 

That' s correct. 

Wh~t 1s t hat amount? 

S496,890.16. 

I :, thil t an ac tual cost, a sealino cost, or is that an 

es tlmnted cost ? 
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A. 

No, s1r. That 1s an actual cost. 

That sealtng occurred after the acqu1s1tion of Island 

creek by consol, 1 assume? 

Yes, lt d1d. 

And you were o- tually able to get f1qures froc them? 

Yes . 

The t ota l alloca~ed allowable costs that you would offe 

w1th regard to t hl. s sealed gob un1t 1s 10 what amount? 

52, 596 ,660 .36. 

10 MR. CHAIRMAN: Let me 1.nterrupt you and ask a questlon . 

11 Explaln why ~he seal1ng cos t should be included in thl.s 

12 

13 

14 

15 

16 

number t o be allocated on t otal well costs, 1f you woul • 

p lease. ~n otne= words, was seall.Dg requ1red as part o 

~he ongo~no m1n1ng operat1ons or was t~s seal1n9 j ust 

exclus1.vely to accocmodate production of the coalbed 

::~ethane? 

17 THE WITNESS : I th1.nk the answer 1.s yes . It 's for both 

18 processes. 

19 ~R. CHAIR~~: : s t nere any atteapt to share those costs? I 

~ tha~ a cos ~hat would just be reflected toward the 

21 

22 

23 

2<1 

25 

o. 

A . 

prcccc~1on o f oas? 

C Hr. S\-l,lrt:: con tinues. ) Let me ask you this . Is there 

any a_locatton of any of the m1.n 1.ng costs that created 

thls area ond th1s d1stressed gob? 

No. ~nere wasn't. 
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A. 
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A. 
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A. 

Q. 

A. 

Q. 

A. 

0 

so the only mua~ng cos~ ~ha~ has been ass1qned is ~be 

cos~ ~o seal ~h~s area off and crea~e the sealed gob? 

'i'ha~ ·s correc~. 

so none o r the looqwall cos~s. ~he cos~s of fracture, 

costs of gob tha~ wlll occur. none o f those cos~s are 

~ncluded here? 

That's correct. 

When you seal a muae or a por~ion of a mine and 1solat 

~t !roo an ac~~ve par~ of ~he mine wha~ impac~. 1f any, 

does ~hat have on oxygen con~en~ and your abilitY to 

produce from the s ealed area compared ~o oxygen con~en~ 

and your ab1l~ty ~o produce from the s ame area but bef e 

lt 1s s ealed? 

It w1ll reduce you dilu~1on of oxygen get~ino ~to the 

gas wh1ch w1ll cake lt oarketabl e gas. 

At the sur!ace a~ -- let' s take these ten wells ~hat ha e 

been produc1ng h1s t or1cally -- 1s there any ~~gen 

oon1tor-1ng equ1pment on those wells? 

Yes. 

That oxyaen mon1tor1ng equ1pment , does 1t 1nteract Wlth 

ventlnq? 

Yt!S. 

It the oxyqen were t o cross a certa1n t hreshold at any f 

thef;e W€'lls would they shift from product1on 1.nto the 

gather1nq ltne ~o ven~ 1~? 
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A. Yes. 

HR . EVANS: Has ~ha~ occurred in ~he pas~? 

Tnt: WITNESS: r can • c answer ~ha~. 

HR. SWARTZ : Claude , do you wane ~o s~ep up here and raise 

your r1ght hand? 

COUR~ REPORTER : (Swears Wltness.) 

CLAUDE MORGAN 

a w1~ness who, afcer bav1ng been duly sworn, was examined an 

testlfled as fol lows : 

DIRECT EXAMINATION 

BY HR. SWARTZ : 

Q. You ~eed to stat e your name for us, please . 

A. Claude Horgan. 

Q. wno do you work :or? 

A. Consol . Inc. 

Q. And you are one of consol . Inc.'s des1gnated represen~

atlves ~o asslst 1 t 1n manag1ng the affairs of Buchanan 

Productlon . 1s t hat correct? 

A. That·~ correct . 

Q. Do you nave Ken Evans 1n m1nd? 

A. Yes. we nave on occasion had to vent . There have been 

occas1ons to re l1et pressure on the mine we• ve had to 
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pull harder on ~he hole. And when we do sometimes the 

oxygen concent w1ll go up a little b1t and we have to 

vent . 

4 HR . EVANS: Hr. Horgan , 1s ~ha~ since ~he un~~·s been seale 

5 or pr1or ~o --

6 HR . HORGAN : Bo~h. 

7 HR. £VANS: so you s~lll ge~ some oxygen bleed --

8 HR . HORGAN : we s~~l ge~ some ~hrough ~e seals , no~ nearl 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

as wuch. I ~ ' s much easier controlled wi th ~e seals · 

place. That 's a l so ~he reason for the addit~onal hole 

tha~ 1s shown on to the no~. in that ~o ~ry ~o pull · t 

all out o £ these southern holes you have to pull much 

harder and you 're core ap~ ~o pull some --

HR . EVA.~S: so you create a pressure dl.fferen~ial ~at caus 

you problems 1n ~hat -- I ' m assuging that 

exactly ~here t he o~~gen comes from but I would assume 

that sLnce you've got ~en holes down here and you're 

suckLng real hard on t hem you get a pressure differen~ · 1 

between the very northern por~1on of the sealed un1t 

versus the southern. so you get oxygen coming through 

the seals whereas 1f you had a few more holes that you 

ptoducea furthe r up that you would allevlate that 

s1tuat ion t o some extend? 

24 HR. MORGA!': That ' s correct. 

~ HR . EVANS: Wrtch : assume 1s why you propose to d1·111 some 
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more holes ~n the area? 

( ~r . swart= cont~ues.) Just to contras t what happens 

act1ve gob, Claude. when you are producino from the 

act~ve aob and you have not 1solated the panels that 

you·~e produc~og actlve gob from from the panels o f 

m~oe are there ll~ltatlons on how bard you can suck 

t he wells serv~ng the act1ve gab and do you have mecb 

1sms ~n pl ace to monlt or and opt~a1ze the vacuum on 

Lbese well s to prevent oxyqen from co~g ~? 

Toe vacuum tnat we pul l along the act1ve gob is 

by o1ne safety and lt ' s an amount of vacuuc we have to 

pull to re:1ove sufflc1ent cet.hane t o keep l t fro.m getti g 

ou:. l.Dto the e~ine ar ea . obviously we have controls on 

there wnere we keep a check on quall~ and 1f we can 

15 oalance :.he qualltY w1th the vacuum we pull it out 

16 wltbout ~:. Vlrtually affect~g t.he m1ne we wil l do s o. 

17 Bu~ the sa fety of the m~e overr1des al l ~. 

18 MP. £Vrul s: Have you eh~er1enced an y type of a pressure b~l 

19 up the other way 1n some s ealed area where you have a 

~ p~oole~ w1Ln cet.hane escap1ng 10to act1ve works? 

21 M;) . HuRGAt: : That does happen on occas1on and that • s the 

~ reaso~ why : say we would have t o s tart suc~no harder n 

~ :.hone noles to t ry to allevlate that pressure bu1ld up 

2.S 

25 

and _r. dolnQ• so cay revers e 1t socewbat and 9et some 

oxygf'n actually into the stream . 
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HP. EVANS: Do you ant1c1pate the additional holes that you ' re 

2 go1ng t o dr1ll w1ll a lso help control that situation? 

3 HR . HORGAN : Yes . 
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9 

tO 

1t 
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1• 
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t7 
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25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q . 

(HI . swartz contlnues. ) Claude, you understand that 

a l t hough we are as k1ng for permlSSlon to operate eight en 

wells 1n t.us un1t we have only assiqned the costs of 

flfteen? Do you understand that? 

Yes . 

wou l d you agree that one of the reas ons and certalnl y 

o f the t actors for the t wo northern most proposed well 

1s t o antlc i pate and deal w~th pressure? 

That 's true. Those two w1ll be the farthest removed f 

our gather1n9 system. If lt's not necessary we w1ll 

e xpand t h1s systeQ t o the north . I f we can control 1t 

w1t h t he ones that are shown ~ shaded red we w1ll 

uttl -ze those . r : we s t1ll need t o vent on occas 1on f 

m1ne safety we 'l l cove on to the north and try to capt 

tne ~ddltlonal w1th t hose wells. 

:: the=e were no c1ne 1n place we probably would not b 

1nclud1nq these? 

That's t rue because there's a lot o f collectlon systeo 

DP ~b1e to ge t to tbose t wo . 

(Witness s tands aside . } 

(Dlrect - Exaolna tion con t inues of Les lie R. Arrington. 

IHr . swart~ cont1 nues.) In any order that would be 

\01 

e 



• 2 

3 

4 

5 

6 

7 

8 

9 

to 

tt 

12 
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16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

1ssued pool 1ng ~hlS un1c , Les , 1s che revised Exhibit 

~he exh~1c chat s hould be used to ass1qn 1nterests of 

people wno are ac cually belDq fo r ce pooled? 

A. That ' s th~ correct 1nterests, yes. 

Q. Whac we have 1n Exhlb1t 9-3 1s a l 1sting of people . 

You• ve ~d o f cake n ~he people out of Exhlbit B- 2 who 

need t o be pooled and they are listed together lD 

B- 3? 

A. That's correct. 

o. And those are che folks t hat should have their electio 

r1ght s under t he s tat ute -- the1r ~v1s1on of inter ests 

would be relevant to those election r1ghts and royalti ·? 

A. That 's correc t . 

Q. And then the next exhlb1t wh1ch 1s S.'thllat D lu.nd of 

pulls out the people you have leases from from Exhlbit 

who we r e JOlOed f or not1ce purposes to create th1s un1 

and t nose ! olks are part1es s imply t o c reate the un1t 

shoulc not be a fforded elect1on r1ohts because you hav 

leases, 1s that correct? 

A. That·s co~rect. 

d 

o. J us t a couple ttore questlons Wll:ll regard t o thls unit a. d 

th~ poo l1no appl1cat1on. Do you feel that this plan of 

devel opo~nc as depleted on the map show1no the section f 

the seal ed gobs and the wells that are ex1st1nq and 

furc he r wells t hat are propos ed -- do you feel that thi 
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l.& a reasonable plan for ~he developmen~ of the coalbe 

me~hane r esource Wl tbl.n and under ~hl.s proposed uol.t? 

A . Yes, lt lS. 

Q. W1ll th l s unlt, lf created and pooled, cootribu~e t o t e 

protec ~1on o f correl a~1ve r1ghts of all of the owners 

the 32 t ract s Wl~h l.n the unit and also permit the 

conservat i on and use of the Commonweal t h's resources? 

A. Yes, lt does. 

HR. SWARTZ: we have f rom tl.me to time bad contact with San Y 

Rlggs and canny and Tom FUlmer w1th regard to th1s 

problem that we s ee t oday, that a m.1.ne gets sealed and 

nobody lS ready for 1t. Th1s is not something tha~ yo\ 

need t o do today but we have been asked to make some 

recommendatl.ons ~ the event that the Board would want to 

take a look at 1mplement1ng a policy to deal Wlth the 

·ransl.t1on be t ween act1ve gob and s ealed gob. And our 

recocoendatlons are pretty s traight forward. My assum -

tlon would be t hat 1f l t's somethlng you would want to 

deal w1th you would not1ce l t fo r another hearlng and 

everybody could have an opportunlt:y to comment. But 

bos1call y have Claude and Les and I have talked and 

w~·a certa1nly be Wl lllng to entertai n quest1ons with 

r egard to th1s as well, bu t we've got about six po1nts 

that we hdve ra1sed. F1rs t 1s the goal of any order, 

wnether l t's done by order or by regulatlon s.1.nce the 
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requlat.1ons a r e coa1n9 back on the tBble , should be to 

~nsure c.hat product l on be allowed to cont1nue. 1 ~ean , 

t .. wors~ ~h1ng c.hat can happen 1s you've got t;he 

s1tuat1on c.bat we have here where you've ten wells and 

you ' r e produc~g. people are gettlnQ pa1d. You put a 

couple o f seals 1n the a1ne and all of a sudden the 

o rders :all out. the volunc.ary untts fall out 

t hey were created on 80s . Here we were fortunate 

tha~ we con t rolled the acreage t o qo f orward w~th 

voluntary un1ts under statew1de spac1ng. That 1sn't 

~lways go1na t o happen . But the goal ~f any requlat1o 

ouqht to be t o at least allow t he produc t1on 

for the pe r 1od of t 1ce t;hat lt gets created or t1ll 

th1ngs get squared away and I th1nk also recoqn1~e t;ha 

you =e ~o1ng t o have to do t h ings retroact1vely under 

those c1rc~stances . we th1nk that any pol1cy adopted 

should requ1re certaln klnds o f a1n1au= no tice at the 

t tce o f the convers 1on . In other words, 1n the ticae t I 

the seals are 10 place. What we would suggest 1s that 

~Y pel1cy adopted should at a m1n1auc require notice 

upon convers 1on froc act1ve gob to s ealed gob to 1) Th 

Board lt we' re deal 1nq w1th a sealed ~ob un1t that 

1~cludes pooled units. 2) The Gas & Oil Inspector's 

Oft1ce ana a l l part1es 10 the active aob un1t wh~ther 

pooled by Board order or voluntarlly pooled so that 
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people whose royal~y s~ar~s ge~~1n9 sus pended or wha~e er 

have some unders~andtnQ rtgh~ up f ron~ why ~ha~ bas 

happened . 3) Any pollcy adop~ed should recognize t:ha~ 

produc~1on should be allowed t o continue to the ex~en~ 

that statew t de spac1n9 requ1recents are sat1sf1ed and 

voluntary gob well un i te can be crea~ed consisten~ wi 

tltle constderattons wh t cb 1s ~d of t:he S1tua~1on we 

have here. I mean, we were abl e to continue under 

s tat ewtde voluntary untts because our ~itle happened 

~ork for us. The four~h point would be ~ha~ I th1Dk 

poltcy tmplemen~ed by t he Board , if you really want ~o 

deal wtth ~t.s ~hould recoqntze tha~ S1tua~tons may 

artse unltk~ tne one we' ve go~ her e ~oday where exis~ o 

penutt.ed wells wht ch have been produc10g actl.Ve gob m y 

etther not meet s t.atewtde spacing r equirements and/or 

have t l~le lease s tat us that doesn' t permit the forma on 

of voluntary untts. So you mlqht have one o f thes e 

l ~ ttle, ttnY untts where you' ve go~ ftve percen~ out

s~andlng and lt's not under l ease and wnat do you do 

because you can't cre.:1te a volun tar-y un1 t . A 

solution wn1ch occur s t o us whtch would a l l ow 

produc~ton wt th c1n 1mum o r no venting would be a 

which encourages t he ftllng of an appltc ation to 

provtstonal gob uott s until ~he necessary 

concluded to create an appr opr t ate sealed gob unit. I 
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mean , we' ve done soce prov1s1onal units here in the pa t . 

Looklng back to the Roar1ng Fork, for a~ample, I thLnk 

t here wer e e 1gh~een un1ts created . I tb1Dk everybody 

knew t hat was the wrong s1ze going i n but ebere was a 

cooe back date . so you've got r ecords of productlon . 

You' ve got cost r ecords and you' ve got an ability t o c 

and bal ance the books backwards 1n time when an approp 

r 1ace un1t 1s created. I would suggest that 1n s~tua

tlons whe r e t l t le 1s not --wher e you're not forcunate 

enough t o have 100 percent of the acreage that you nee 

under l ease t hat cons1der be g1ven of prov1sional un1t 

obv1ously the operator would have to come in and f 1le 

tnat and it woul d have to be pooled, but 1t ' s a lot 

eas1er t o pool a 25 1 f oot r adius than a 1,800 acre -

can ge t toe t1t le done on that fa1rly qu1ckly s o 

ge t caught l1ke Les d1d w1th "Oh, by the way, we seal 

th~ ~1ne a coupl e of c1nes aqo . M wGee , thanks.~ at 

you have a f1gbt 1ng chance to get the tltle done on 

p rov1s:onal un1t 1n a falr l y qu1ck t1c e and get that 

money 10 escrow and t hen back 1t up. That's socetb1ng e 

wou! ~ ~~k to be cons 1dered . 5) Notice r equirements wo 

be ce t by mailing to per sons whose interests 

proposed prov1s1~nal uni t s, a t least fo r the creat1on 

the prov1s 1onal un1ts . And then the o akwood units 

foroerly r ece:v i nq t he benef1t of product ion from the 
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ex1st1no wells and by t he Board noticing other interes ed 

part1es by publ1cat1on. The notice problem that we of en 

have lS we know who -- presumably lf we've filed an 

appl1cat1on to create a provl.sional unit we would have 

done tl.tle and we 'd know who to not1ce w1th1n that un1 . 

clearly people who were 1n the 80 acre unit: wb~ch have 

not fallen by the ways l.de, they need to get not1ce as 

well. And t he Board would have to notice by publicatl n 

people t hat we hadn't identl.fied yet because our title 

work wasn ' t done. wh ich has occurred some times in the 

past . I cean, that: would be something you would have o 

thlnk about. Ot:herw1se you couldn't give not1ce . 

HS. RIGGS: Hark, at the t:~e you come 1n for the 

unlt you would know the ultimat e sealed area that you• e 

qo1n~ t o s eek to be Wlthl.D the sealed qob? 

16 HR. SWARTZ : HY quess 1s that we would know where the seals 

17 wel'"e . &he preble;: tbat you have -- and we've been 

18 

19 

20 

21 

22 

23 

24 

25 

t:hrough t:hls on some of the other sealed gob units and 

we ' ve l earned a lot from you all also . we tend to com 

1n Wlth St.U H that you don' t look at go, wal.t a minute 

we k.."IOW wher e t.he seals are and you know roughly what 

a:.ea l~ qo1ng to be and what has happened in the past 

we have leal'"ned that lt's a good idea to have the l1ne 

pat.Jllel to last: entry where it butts up a9ainst a sol 

block of coa l . so 1n general, yeah, we•re go1ng 
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a pret t y good 1dea of where the out11ne is goino to be 

But we s1t down and look at thes e thinos and some of e 

ltnes move a little b~t. So we have a pretty good ide . 

You coul d publlsh a r ough map. But we're not ooino to 

know the m1llimeter. A llne might move. And we're 

certainly not golng to have title completed. I mean, 

that 's the problem . so by publish1ng a map you would 

have -- the Board would have an ability, I think, to 

commun1cate a reasonable form of not1ce if th1s were 

somethlng you wer e go1ng t o do. But notice to some 

extent 1s gc1ng t o have to be by publlcation by you al 

because the p roblem is we don't have the title work an 

we can't g1ve mailed nottce and we can' t certify that 

have. Then the last potnt, any Board pol1cy should 

contempl ate and provtde for escrow of all royalties on 

product1on between t he ti.me the mi ne was seal ed and th 

t loe o: :he entry of the Board's order creat1ng and 

pool~no an approprlate s ealed gob un1t , that the mon1e 

would have t o be escrowed or should be escrowed dur ing 

~he use of prov1s1onal not1ce to ~nd of tie you over. 

But th1s pol1cy should af ford the operator the option f 

pay1nq proJected royalt1es 1n the proJected sealed gob 

unlt . Get tlno back to sandy 's questlon, you have a 

pr~tty good 1dea what the un1t is going to look like. 

You probably w1ll t1tle done on some of 1t and some 
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ac reage est~ates w1t h regard to some of your lessors . 

And the operator ought to have the option of paying th se 

peopl e where confl1ct1ng cla1as wouldn't otherwise 

prevent payment and then when the order 1& entered and 

t he percentages a r e f1xed you e1ther recoup from them 

because you've overpa1d as an operator or you've 

into escrow and t he shortage comes out of escrow to 

them up . I f the operator 1s will1ng to accommodate 

d 

of its lessor s on a proJected basis and their interest 1s 

large enough to allow recoupment or the shortage to be 

paid out of e scrow, that's sooeth1n9 you need to 

e r. Obv1ously you need to make sure 

1n the escrow funds Lo take care of everybody at 

And I don't know 1f thls 1s s ometh1ng you can do 

but lt ' s someth lnQ -- ~ne problem is you ' ve got a bun 

o: people who have been be1ng p~d r1ght along and it 

of a sudden comes t o a screech1ng halt . To the e~tent 

they cdo s~fely oe a~ ~ ~odated or the operator is 

w1111 ng t o undertru:e t o accomcodate them and theo by e 

escr ow agent I don ' t know. I t's something you need to 

think about as we ll. though. That's all I have 1n te s 

1 

~ of the appl1cat1on to cre~te the unit and then the r 

~ appl 1cation to pool 1t . Have you got any more quest1o s? 

24 ~R . EVANS: on the voluntary units that have been formed. t at 

~ you've been soo dtameter un1 t s, you s a1d the royalty 
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1 paYQents have been 1s s uspense. For bow long? 

2 HR. SWARTZ : Slnce J une . 

3 HR. EVANS : And prior to that obvious ly you didn't know tha 

4 the m~e was s ealed. so you didn't know you bad a 

5 probl~ and you paid just right straight along froc 

6 1/ 1/93 t o o/30/93? 

1 HR. SWARTZ: We're go1ng to have a recoupment probleo. 

a Fortunately Lev1sa has -- i f you look through the list 

9 Levis a ha s a bugb pos 1t1on here. They have been ge~i g 

10 cost of the payments and we will have an ability to 

11 

12 

13 

14 

15 

square up them on a recoupment basis . But you're r~gb • 

That's a problem . We ' ve over pa1.d them but they're go g 

t o have a b1g 1nteres t l.D t he unit into the fueure and 

we'll have an abLlltY t o ge t it back . 

HR . £VANS: I' c JUSt trying to think of t he ramificatl.ons o 

16 the r e troact1ve nature o f your r equest to go back . 

17 HR . SWARTZ : Have you t alked to the Lev1s a people, either o e 

18 one o f you . about thl.s? 

19 HR. MORGAN : The land people have been i n contact w1th them 

20 MR. E:VANS : Obvl.ously s1.nce they• re not here you can • t -- n 

21 one can tell ce how t hey v1.ew the sl.tuation w~th 

22 tbe1r --

~ HR . MORGAN : we understand. I m~an . there are some people 

24 

25 

u1volvea w1.th Lev1s a who are under stand1ng of oil and as 

oper at1ons and they understand the S1tuat1on that' s 

no 
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3 
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1nvolveci here . 

K~ . EVANS: Let: me ask t:hls another way then . Absent: or 

exclud1ng Levisa who seems t:o underst:and 

to do thls, what per centages are we t:alking about: that 

aren't: Lev1sa 's or whoever? How many people do you pl 

6 ~o ea~ ~he d1fference of a cen:a~n percent:age of 

7 people t:hat: say, No, you pai d me and it: ' s mine. 

8 g1v1nq lt: back.• 

9 MR . SWARTZ : Well. t:hey don' t: really have t:hat: opt1on ~f we 

tO have a lease w~t:h t:nem . So the percent:aoe 1s pret:t:y 

tt small . 

12 MR . EVANS : That: was my quest:1on . 

13 

14 

15 

16 

HR. SWARTZ : I dl.d:l': ~:~ean t:o JWDP w there , but: that:' s sor 

oi a legal -- you have a r1oht to r ecoup under your 

leases. We ' ve got less than t en percent of each 

ou tst:andlng and not all of i t i s in these unit:s . 

t7 HP. EVA.US: : unders ~and recoup~:~ent:. It was JUS t: for 

18 oratl £lcat1on . 

t 9 ~R . SWA?7Z : You could gee 1: hugely ups 1de down. I mean, 

~ fort:unat:el y t:be percentages are not: s uch here t o have 

21 :ha~ happen but you could. You could ge t: 1n a posit:io 

~ wher~ you could not recoup. 

~ HR. EVANS: R!gh~. And t:hat:' s --

24 ~R . SWAR7 Z: R!gnt: . Are they mor e concerned about t:he fact 

s t 

25 that you stopped pay1no t:hem in J une t:han you in t:ended t o 
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1 have tills order be ret:roact:i ve? 

2 HR. HORGAN : Hor e of ~ne fac~ that we s topped paying ~n Jun 

3 They ques tlon wh y ~.be payment: qult in June and not: to o 

4 back ~o - -

5 HR. EVANS: No~ ~he acount of payaent . It went froa soaeth Q 

6 

7 

8 

9 

10 

, 
12 

13 

14 

15 

to nothlng. I can s ee how they'd be upset. 

HR . MORGAN : That 's wna~ bad to be expla~ed to thea , was tat 

1t was conver t ed to a sealed gob which changed t:be 

alloca~1on wh1ch we nave t o r eallocate . 

HR. HARRI S: I want t o qet back to the cost: for sealing . T ~s 

1s o s tup1d quescion. wha t ' s the pr1.ce l1st for 6e&l 1 g? 

HR . HORGAN : I t: 1s a cwo fold cost . It i s a two fo l d opera 

t1on. one. it real ly l es sens the cont~aination of the 

qas f r om t he m1ne a~r . so 1t benef~ts the gas product on 

trom t hat standpotnt . 

16 HR . HARRI S. Well, froo the m1n109 s tandpo1nt , though --

17 ~~. MORGAN : From the a~n 1ng standpolnt 1t's an area that ~ 

18 not then ~~qu :red t o be vent1lated . So there 1s a due 

19 bene~lt fro:1 t he sealin9 . 

~ HR . HARR:S : s~ 90, 000 or so. was t hat tbe t otal cost for th t? 

21 ~R. HORGAN : That was the to~al cost for s eal 1n9 of that ar a . 

~ HR. HARRI S: I don ' t know how we usual ly handle that . It) s t 

~ ~oecs odd chat th1s 1& he 1no passed on t:o the 9as 

2• recovcory pornon of lt r a t her than the 111n1ng. 

~ MR . HORGAN : Prev ious sealin9 oppl1ca~1ons hove had the cos s 
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1n ~here and hadn't been approved. Tha~ question has 

come up 1n prev1ous sealing applications. 

MR. s WARTZ: W1th regard w1~h t o cos~s. basically wha~ we d 

is -- th1s l. S no~ exbaus~1ve , bu~ we wen~ back and too 

~h1rteen pool1ng applica~1ons ~hat have come before tb s 

Boar d 1n the last couple of years and tba~ have been 

approved , some of them coalbed methane, some of them 

conventional , and took a look on 

purposes . Essentially you' ve got three graphs which 

of &UQmar1ze t he da~a. The f1rst one is 

the t hree d191~ number 1s ~he l as t three di91~s of the 

VGOB number s . They're 1n order . so you can 1dentify 

t hem pretty eas 1e r . And then a~ ~he end 1s the VPJ on a 

per well bas1s. Wha~ we ~d for VP3 was we took the 

to~ a l cos t s, t he cost o f the sealing and total cost of 

flfteen wells and, 1n fact, 1ncluded t he sealing cost 

d1v1ded by fl f~een and then a llocated ~o the well . 

thls is how the V?3 per well costs compare to these 

wells . There are number tha~ are more ~'~ensive obvio s 

l y t hat d1d not 1nclude sealing costs . I think the mo e 

1nteres~1ng exhib l t s are when you get back to BCF per 

well you ' ll see that each of these wells i s above or 

equal v1rtun l l y to al l of the o~her wells. And then 

las tly. what I call bog for buck, this i s the HCF per 

dollars s pen t and you' ll s ee how the VPJ wells compare 

113 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

~ 

21 

~ 

~ 

24 

~ 

• 

And I guess 1~ doesn·~ answer all of your concerns tha 

some of these costs serve an o1l and gas purpose , some of I 

~hese costs s erve a m1n1ng purpose, but I think 

shows you t s ~ha~ from an economic s~andpoint a 

spent on ~hese wells compares favorably in terms 1 

costs, even when you inc lude sealing costs. And when ou 

look at ant1c1pated reserves and recovery these are am ng 

some of the most eff1c1ent 1n terns of recurn on a dol ar 

wells that this Board s eeks . Unless you can undertake 

such a compartson you don ' t see this. But --

KR . ~s: Wlth all due respect to that i~·s JUSt 

to me that that' s cost t s passed on to the well end of 

and none ~o t he m1n1ng. we make take cwelve other wel 

and compare thee and find that there is a large differ 

ence there . I'm not knock1ng your data . I'c JUSt 

say~ng that 

~ . SWA?7Z :t• s a dec1s 1on that the Board needs t o make. I 

9 

mean. I somet1mes feel that we're shooetng at a moving 

targ~t . w~ have gotten 100 percent on a dollar on 

seal t ng costs 1n the pas t and I' m not suggestinQ you a e 

bound by that. :• c JUSt -- frankly it was not -- we 

~nttctpated mor e of a problem wtth the number of wells 

today than we dtd w~ s ealtng cost s and sometiDes we gu ss 

r1ght and socettmes we guess wrong. 1 guess my point, 

though, 1s that the per well cos~s g1ven anttcipated 

llt 
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t reserves certalnly seems co be on the high end and 

2 range of reasonable in cerms of money sp enc for a 

3 proJ ected returned . Beyond thac I can't and my 

4 can't -- these seals serve a multiple purpose and I c 

s really offer a number . 

s HR. ~~5: To se the odd t hing about 1t is addition to 

7 - - the seal s were put i n place . The mine was sealed 

8 w1cbout the knowledge apparently of the folA5 who 

be d1scrwut:1ng the cosc of that . It's just r eal 

that 1t got sealed . Who paid for i c then? 

tl1ac was pa1d for and I know that you can reallocate 

money and whatever . Buc it'S j us t odd that that 90t 

sealed and then we were informed of 1 t: and now the 

part1c1pates are ~~ected to pay for that . 

9 

10 

t1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

~R . CP~IR¥~ : Let me ask you from a d1fferent prospect1ve . I 

know you talked about the eighteen we lls and the n 

wells. would you car e to go back and maybe even repe 

some . but JUs t ell.-pla1Jl why you ' ve only put f i fteen wel s 

1n he r e versus the e1ghteen wells that you may ultimat ly , 

deve lop as :ar a s the costs? 

21 HR . swARTZ: Just to susmar 1:e whac I th1nk the testimony h s 

22 

23 

24 

25 

been . I t h1nk what Claude and Les have both 1nd1cated s 

our 1nterest structure -- 1n other words, our 

sys~em 1s essentially down her e. And the two wells at 

the top wh1ch are t he fu r t hest away may ultimacely be 

us 
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necessary to keep pressure under control which would b a 

aJ.De safe t:~· related 1-ssue. Hopefully we won • t need to 

get to those and we won' t need to use those, but we ma 

not be able ~o suck hard enough on these wel~s down he e 

to keep the pr essur e under con~l up there . I mean, u 

llterally have to p1clt ldnd of a position and our 

posltlon was that we were willing to assume that three of 

the e1ghteen wells that we want: the ability to drill 

here -- we were JUSt go~g to write costs of those off as 

ventLOg wells for the o~e . If the mine wasn't there d 

we needed to drain this area we don't need those three 

So three t~es 139 , 000 1S not Lncluded lD this appl1ca 

t1on. rs t hat based on what you 

MR. MORGAN: That'S basically true . 

MR. CFJU~v~~ = Is it your pos1t1on that you could have buil 

1n the costs of those other three wells? 

HR. SWAR7Z: well, we could have but we' ve de~t with you a 

before. too. you know. we t ry to come here already 

navln~ cooproo1sed to sooe e~tent . Yeah , we could hav . 

asked for that and I don't think would have --we 

wouldn't nave been embarr assed to aslt for it, but I do ' t 

thlnK our e~-pecta t: 1on was we were going to get 1 t ei th r . 

Bas::.cally we've been get:t:l.ng about one well per panel 

a seal~d gob un1t historically. It's been our exper1e ce 

t~at you have perce1ved that to be reasonable. And we 
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18 

l ooked a~ che pane l s her e. we looked a~ the aiDe 

con£1qurac1on . we looked at where our 1nfra-structur 

was and frankly we ' re no t going ~o build our infra

s truc ture up t o the north here if we can possibly avo 

1t because lt ' s ~oo expens1ve. We'd rather pull bard 

down he re . au~ 1f 1t becomes necessary lt's because 

c 1~1ng . so we k~nd of threw in ~he towel on three -

mean. we '=e as k1ng tor eighteen wells and we 

need pe~1ss :on for that to opera~e eighteen 

hav~ t hrown 1n che cost o f three of them wb1ch is 

5390,000. we s ore of approach t h l s as -- we like to 

10 Wl th someth1ng we feel l ike we can defend and we 

d1dn't ! ee l l1ke we could defend e1gb~een wells -- the 

cos t o f e1ah teen . There are certa1nly benef1ts a ssoci t

ed Wlth these s eals for bot h ope rat1ons . we chose , I 

guess. t o k1nd o f l ay ~o~~l on some o f the wellP but to 

s eek t he cos t of the s ealing and it's a )udgecent call 

that we all make. 

19 ~P H;L~Rl S: wnen we' ve had these -- and this is f or the 

20 

21 

Board When we've bad o~her s1tuat1ons l~ke this -

I thlnk you s a1d we've pa1d fo r s eal1n9 before? was 

~ JU~t £or your a ll 's we l l s or was that for 

~ HR. SWART? : I t h1nk lt' s for PGP and Buchanan Production 

24 both . 

2S MR. ARR! IIGTON : I know lt. wat: on the PGP. The prev 10US 

11'7 

d 

at 
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4 

5 

6 

7 

8 

Buchanan Productlon was before we took over as operato 

and I can't spear. to that one. But I know we've had 

three sealed un1 t s as operator of PGP that 1ncluded th s 

1nstance be re . 

HR . SWARTZ: You're not go1ng to bear us come in here and 

because you d1d something once you' ve got to do it 

forever e1ther . : cean. our expectation coming in was 

that that would not be an 1ssue . But that doesn't meal 

9 lt's not sogetblng that we can work out . 

10 HR. HARRIS: I ' c JUSt not sure of the appropriateness of th t 

11 and the fact that we've done that before. I ques s --

12 well. like I sa1d I 'll leave it alone. 

13 MR. CHAI~~: I t doesn't mean we bave a quest1on . 

14 

15 

16 

17 

18 

HR . EVANS : Hr. Cha1rman , I've got one other question . I 

not1ce obvlously you ~ne coal 1n such a canner that 

a rbitrary gr1d l1nes placed on a surface map are 

c ucn 1rrelevant. But are there any pooled un1ts 

of t he other l1nes that ar e -- s ay 1n Row H, N, o, P, 

19 sea led un1t ~hat you' ve proposed spl1ts a nu=ber of 

~ un1ts. takes 1n r eal scall port1ons of others. Haybe 

21 Hr . Fulce~ can answer th1s . Are there producinQ wells 

~ CB~ wells 1n any o f those other units? 

~ HR. FULME R: No. Under the order that e~sts. 

24 HR . EVANS : 7here are order s that ex1st? 

~ HR . FULMER· V~s . 
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4 

5 

6 

MR. SWARTZ : Which may or may not have expi red , too. 

HR. FULMER: one did. The r es t o f them are s tlll in effec . 

The s and R rows . 

MR. SWARTZ: We've t es t l. fle d 

MR . EVANS: R and s. !'c awar e of what 's happened in R 

HS . RIGGS: He's t:alk~ng about these units that border , 

7 ou~s1de ~he sealed gob area . 

8 HR. FULMER : No. The on l y other one was a T which expired . 

9 MR. SWARTZ: That 's not 1ntersect ed Wlth this . 

10 HR . FULMER : In the general VlC~nlty. 

11 HR . EVANS: !..e t oe as k another ques t ion then . MUte plans 

s. 

g 

12 ext end east and west of this map. Is there active mi ing 

13 eas t and west ? 

14 HR. ARRI NG70S : Wes t . 

15 HR . HOR~~= To g1ve you some ratlonal for s ome of these 

16 boundar1es, the eas t ern boundary , for instance, that 

17 bounda ry w1ll border t he VP-1 gob area . 

18 HR. EV~~s: That was my quest1on . We' r e t alk1ng about 

19 corre l at 1ve rlght s her e and everych1ng e l s e and that 

~ my ques t l on . I s ee th1s s ealed unit and now I 

21 oaxwood un1ts be1ng s pl l t by t hl s sealed unit. 

22 

23 

24 

25 

go1ng ~o as k you to expound on the 1ssues o f correlat e 

n ghts of bow you handle thos e correlative rl.CJhts iss 

chat are 1n, say, H- 5 look1ng a t your map? Unit M-S. 

Because your s ealed un1t 1s goi ng t o s pli t that and 1 
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1 

2 

3 

4 

one end butts up and you're mining on t he ot her e nd I 

understand how t hat's --

HR. HORGAN: The re's active mi nlng wes t of th1s . 

VP mtne wh~ch ~ s 1nac t 1ve but bas gob are as wh1ch we 

5 s tudy~og ~o the eas t o f i t. so ther e are boundar1es 

s a l ong t hose l~nes that help f orm these boundaries 

7 ~~- ~VANS : Tha~ g1ves me a llttle less heartburn . 

a MR. HARRIS: Let me as k another quest1on about seali ng 

9 

10 

11 

12 

13 

14 

15 

If we go eas t of here and s eal off another s ection or 

1 don't lmow t he l anguage . Are these s eals still 

place and t he se are JUSt s eparate 

or all these seals removed at all and l S t here 

of coocun1cat ion be t ween the two s ealed areas? 

HR. SWAR7Z: I f we go t o t he east we ' re in a different 

MR. HORGAN: No. Tner e ' s actually a barr1er between thi s 

16 HR. ~s: Hy question was not specific to an area jus t 

17 

18 

19 

1nformat1onal . If we 're m!n1ng to t he wes t now 

dec1d~d we're go1ng t o seal anotlter sect i on. is that 

sectlon ever in cotu:~un 1cat10n wi t h t .b1s? Are those s 

~ ever punctured or removed? 

21 MR. HORGAN: No. They 'll never be punc tured. 

~ HR. EVANS: l'c oo1no to ask a quest1on o f our l e gal couns 

~ here real qu~ck . can we do s ometh1ng r etroactive as f 

~ a~ back - -

~ MS. RIGGS: Well, 1 don't hear any Ob)eCt l ons to it lS t he 

uo 

be 

e 
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2 

b1gqes~ thlnq. I f ~here were someone here ob)ect~nq o 

that --

3 HR. EVANS: we are not constrained by an~q in the law? 

• HS. RIGGS: As I understand the applicat lon as presented 

5 

6 

7 

8 

9 

10 

11 

12 

they ' ve been operatlDQ under voluntary units under 

s tatewlde s pac1ng where they have been the -- so the 

people that would be heard to complain about a retro

actlve appl~ca~on would be those people whose 

ts go tng t o be dlluted by sprea~ng 

people. And I don ' t bear them here coQplalntng about it . 

They recetved not1ce and there has been no ob)ectlon 

cade . 

13 HR . EVANS: I know ~hey•re not here. I JUS t wondered 1f w 

14 can do what t heu asklnq as far as there' s notlung tb 

15 cons~ra 1ns us w1t h1n t he 011 & Gas Act .Ltself that 

16 says --

17 MS. R!GGS: No. In f act , ~he Act g1ves you the ablll~Y to 

18 od~ry un~ts that have already been established. 

19 MR . EV~~S : That's tlne . 

~ MR . SWART: : I sort o f s ee ~h1s ~o respond to yoar quest1o 

21 

22 

23 

24 

25 

and the ~ntnQ that we're t alk1ng about in terms of tb 

recocmendat1on t n terms o£ adop~1ng a policy it's kin of 

l 1lo:e tne s1tua~1.on where sol:lebody forns a voluntary u 

and aoes n't tell anybody and f1ve years 

~u: about 1t and you 're l ooklnQ and you 're th1nk1nq, 
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should have been 1n that un~t.• I think that there a e 

s1tuat1ons where ~t l S appropr1ate t o retroactivel y 

effects and t b1s to oe -- fortunately we were able to 

produce tbls gas. But this needs to be done right it 

needs t~ be retroactive and t here is no one h ere yel l g 

about lt e1ther . But even 1f there were i t 

to be done right. It m1ght be more d1ff1cult to do 1 

but --

HS. RIGGS: I suspect that what be' s referring to is the 

op1n1on - - the off l c1al opin1on that was given by the 

AG's Off ice w1th respect to a question on s tatewide 

s pac1ng -- the retroactive appllcat1on . And I think he 

end r esul t of t ha t op1n1on was t hat state~de spacing 

never c reated a unit in the flrs t place. 

HR . SWARTZ: R~ght. 

MS . RIGGS· so the change of the law d1dn't retroactively 

bac~ and aDend some t hing that never e~sted to start 

Wltb. 

HR. EVANS : That'S fine. l ' Q JUSt gaklng sure. 

HR . CHAI~vjU~ : Do you have anythlnQ further, Mr. swartz? 

HR. SWARTZ: No, I don' t . 

MR . CHAIR~~ : Any other questions, member s of the Board? o 

I hove a r ecoggendat 1on or a mot l on? 

~- t VANS: Mr . Cha1rcan. I move we qrant the petit~on. 

HR. CHAI~~: A ~otion to approve . 
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MR. LEWIS: Second. 

HR . CHAIRMAN : A cot1on and a second. Further discussion? 

All 1n favor SlQtllfv by s aying yes. CALL AFFIRM . ) 

C NONE . ) we have a unani.Jaous a 

We' l l take a f1 ve m1nute break. 

( AFTER A B!UEF RECESS, THE HEARING 
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ITEM IV 

MR. CHAI~~ : The nex~ 1~eo on ~he agenda 1s a pe~1c1on f om 

Equl~able Resou:ces EY.Plorac1on for an order force 

pool1ng 1n~erescs 1n convencional gas dr1ll1n9 unit 

1den~1f1ed as V-31 93. Thls 46 docket number VGOB-

9 4/10/2 4- 0477 chac was cont1nued from November . We' d ask 

th~ par~1es chat W1Sh co address the Board 1n this aa ~er 

t o come forward at thls t~e. 

HR. KAISER: J~ Kais er on behalf of Equ1table Resources 

Exploratlon . our w1cnesses 1n thls matter w1ll once 

aga1n be Hr . He!:lin and Hr. Dabl1n. I ' ll remind both of 

them ;:;hac they ' ve been prev1ously sworn. 

HR. CHAJRHAN: Tbe r ecord w1ll show there are no ocher par ies 

w1sh1ng ~o address the Board . You may proceed. 

GEORGE HEFLIN 

a w1tness wno, a fter bav1ng been prev1ously sworn , was 

exam1ned and test1f1ed as fol l ows: 

DIRECT EXAMINATiON 

BY HR KA!SER: 

Q. Hr. He : 11n, please s~ate your full name for the reeo 

who you ~re employed by and 1n what capac1ty? 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

1\ . 

Q. 

A. 

o. 

A. 

o. 

A. 

Q 

George a. Heflln . I'm employed by Equitable Resource 

Exploratloo. I'm a l aodman, lease acquisitions, PlP~ 

11oes . 

oo your respons~!litles Lnclude the lands 1nvolved h re 

and tn the surround1ng area? 

Yes. 

Have you prev1ously been accepted by the Board today s 

an expe r t w1tness Ln these matters? 

Yes. 1 have. 

Are you famil lar w1 tb Equitable's application for the 

es tab l l s hcent o f a drilllng un1t and pool i ng order fo 

EREX we l l V- 3193 dated September 31st , 1994? 

Yes. 

r s Equitable seek1ng a permlt or have a pernlt now 

pena1ng before the DKHE? 

Yes , wo do. we suboltted that oo Oct ober 18th, 1994 . 

I s Equ!table seek1ng t o for ce pool the dr1lling 

underl ylng the drllllnQ and spaclnQ un1t as depleted t 

Exhlolt A o! the appl1cat1on? 

Corr ec t . 

oo~s Equ1tao l e own dr1ll1ng r 1ghts in the un1t lnVolv d 

he r e? 

Yes. 

oo~s t he propos ed unit depicted at Exbiblt A include 11 

ocredq~ w1 t h1n 2 . 640 !eet of proposed well V-3193? 
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A. 

Q. 

A. 

Q . 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Yes . 

what 1s the ~terest o f Equitable in the unit? 

we have at tbls t~e 95 .25 percent of the unit leased 

What was the ~terest in the un1t at the time of appl ca

taon? 

59.81 percent . 

Are you fam1l2ar Wlth the ownershlP of drill~g r1ght of 

pa=tles other tnan Equltable underlY1Qg this un1t? 

Yes, I am . 

And what would t .hose be? 

4 .75 percent . 

H:. He fl1n, at t h l s t1oe would you plea se go through 

r ev1sed Exh~2t B for the Board listtng any a~tion 

leas es that nave been p1cked up or any other changes 

have taken place since the subm15s1oo of ~it B to the 

appl1catlon? 

on tract one we or1g1nally had shown Janice and Dalla 

Heade and also Teresa Heade as bav~g a 50 percent 

owners h1p . Teresa Meade bad sold her ownersb1p to 

Ja~1ce and Dallas and Jan1ce also had a 50 percent 

ownersh1p o ~ her own . so we corrected that acd we do 

have laases on both of those. on tract two t i tle 

lnforcat1on in plo ttlng revealed t hat the trustees of t he 

Ht. 01 1ve P=esbyterlon Church -- the1r interest was 

s~sll~r than we had or1g1nally s ubmltted. We' ve corr ct-

li!6 
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ed the percentages a s they contribute to the unit. 

Tract three, we have leased that s1nce we f irst submi ted 

the exh1b!~ to the Board. Also LD tract four, we ' ve 

p1cked up a lease on that as well. We'd like to dism ss 

1~, too . on tract f1ve, we also bad an interest chan e 

on 1~. Tract t wo, when the interes t was changed wher 

the tract was smaller than orig1nally was plotted tra t 

f1ve percentages changed because there was more contr u-

ted to the un1~ . 

so tract f1ve pl.cked up the interest that was taken o f 

of tract two? 

Yes. Tract stx, James and Anna Hall, we have leased a t l 

s1nce subm1tt1ng the f1rst exh1b1t to the Board. I 

seven also. Tract e1ght, additional tltle l.Dforaatio 

revealed that Hediord Hall who we bad or1g1nally sho 

~ract e1ght 1s a surface owner only and the m1nerals 

be l onq t o N.S . Bond and Sallie Bond 

ana wne . unknown. Tract nino, we p1cked up the leas s 

on the entire tract n1ne from W1ll1s Salyers, Bobby 

Eugen~ Salyers . Donald Salyers and Richard Salyers an 

thelr spouses s 1nce we originally submitted. Tract 

eleven . we also p1cked up a lease on that . That's al 

the chanqes on the exh1b1t. 

so at the t1oe we submlt ted our application in Septe er 

of thls year we had under lease 59.81 percent of tha nit 
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6 Q. 
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8 A. 

9 Q. 

10 

11 

12 

13 A . • 14 Q. 

15 

16 

17 

18 

19 A. 

Q. 

21 

• 

~d now w1tn t he cont1nu1n9 due dil1gence efforts of our 

land agents and the land department we now have at tb 

tlce of hear1ng under leas e 95.25 percent of the unit 1s 

tha: correc t ? 

That' s correct . 

Hr. HeflLn. are aL! the unleased parties set out at 

revised Exh1b1t S? 

Yes . ~ey are. 

Prlor t o f1l1ng that appl1cation you've testif1ed 

obv1ous ly that efforts were oade t o contact each of e 

respondents and an attempt oade to work out an agreem nt 

regard1ng the development o f the unit lnvolved? 

That's r1ght. 

were any efforts made to det erm1ne if the 1ndividual 

respondents we=e 11v1ng or deceased or their whereabo ts 

and :f deceased. were effor ts made to determine the 

naces 4nd addresses and whereabout s of the succes sors to 

any deceased 1nd1v1dual respondents? 
I 

Yes . I 

In your op1n1on were reasonable and diligent efforts adej 

and sourcea checked to identify and l ocate unknown 

ne1rs, to 1ocl ude primary sources such as deed record , 

probate records , assessors records, treas urers r ecord 

nnd 1n add1t1on s econdary sources such as telephone 

d1rector1es. CltY d1rector1es. faaily and friends? 
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• A. 

2 Q. 

3 

A. 

5 Q. 

6 

7 A. 

8 Q. 

9 

10 

11 

12 A. 

13 o . • 
15 

16 

17 A. 

18 Q. 

19 

21 

23 A. 

Q. 

25 

• 

Yes. 

In your profess1onal op1n1on was due ~l1gence exerci ed 

t o locate each of the responden~s named here~n? 

Yes. 

Are the addresses set out 1n revised Exhibl t B to the 

applicatlon the las~ known addresseb for the responde ~s? 

Yes. 

Wlth the except1on of t hose parties wb~ch you have be eby 

d1sg1ssed f rom thls procee~g are you 

Board to force pool a ll other unleased ~terests list 

Tnat's cc=rect . 

Does Equltable seek t o force pool the dr1l l1ng r1ghts 

each 1ndtv1dual respondent lf l1v~g and lf deceased, 

un~~own s uccessor or successor s to ar.y deceased 1nd1v 

ual re~pondent? 

Yes. 

I 
I 
I 
I 

of I 

~he~ 
d- I 

I 

~s ~qultable seek1ng to fo r ce poo l t he drllllnQ r1ght of 

tn~ pers on des1gnated as t=ustee lf ac~ing 1n the 

capactty o: trus tee and 1f not ac t1ng in such lS 

Equ1table seek1ng to f o:ce pool the dr1ll~ng right s o 

the successor o: such trustee? 

Ye~. wn a re. 

Ar~ you !ac1l1ar Wlth t he fa1r market value of ~he 

dr1 l l1nq r1ohts 1n the un1t here and 1n the surround! g 

1~9 
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• 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

A. 

Q. 

A. 

Q. 

A. 

o. 

A. 

area? 

Yes, I ac. 

could you please adv1se the Board as to what tbose ar ? 

ss per acre conslderat1on with a five year t erm and o e

elqht h royalty. 

Old you ga1n your faoiliarl~Y by acqu1r1ng oil and ga 

leases and o ther agreements l.llvolving tbe transfer of 

dr1l l1ng r1ght s 1n t he un1t involved here and in the 

surroun~ng area? 

Yes. 

! n your op1n1on do the terms you have ~es~1fied to 

represent the fa1r market value of and the falr and 

reasonable co=pensatlon t o be pa1d for drilling r1ght 

w1 th1n t hls un1t? 

Yes. 

16 HR. KiUSER: Hr . Chcun:um and members of ~he Board, at thi 

17 t lme I would ask t .he Board to allow us to l.llcorporate the 

18 testlmony that was el1c1ted from Mr . Hefll.ll ~n VGOB-

19 9~/07/19-04 59 wh1ch was a force pooling of well 2824 

~ r~gard~ng ~lect 1ons and part1c1pat1on r1ghts and escr w. 

21 HR. CHAIRMAN: That's fine . That will be incorporated . 

~ o. (Mr . ~a1s~r cont lnues. ) Hr . Heflin , who should ben ed 

~ the ope1ator under the force pool1ng order? 

24 A. 5qultable Resou~ces Explorat ion . 

~ HR. KAI SER: I have no further questions of this witness a 
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• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2~ 

25 

• 

thls ttme. ~r . Cbal.rman . 

HR. CHAIRMAN: Any quest1ons, members of the Board , of th 

w1tness? 

(Witness stands aside.) 

HR . CHAIRKA.'J : Call your next Wltness. 

ROBERT A. DAHLIN. II 

a w1tness who. after bav1ng been prev1ously sworn, was 

exam1ned and t es~lfted ~s follows: 

DIRECT EXAMINATION 

BY MR. KAISER : 

Q. Hr. Dahl tn. I'll aga1n rem1nd you that you've prevto l y 

been s worn. ~r . Dahltn, could you please state your am 

fo r ~he r ecord. who you're eaployed by and tn what 

capacl.ty? 

A. Hy naQe ts Robert A. Dahltn, !I . I'm employed by s 

an product1on spectal1st. 

o. Have you prevtously testtf1ed before the Vtrointa Ga & 

0 11 Board and have your qualiflcatl.ons as an e~~ert 

w tness previously been accepted by the Board? 

A . Yes. s1r. 

<.•. oo your :-O?sponsl.b.:.l.l~l.es 1nclude the lands tnvolved h re 

and 1n the surroundtng area? 

lll 
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• 

1 

2 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

1~ 

15 

16 

17 

18 

19 

~ 

21 

~ 

~ 

2~ 

~ 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

c 
A • 

Y~s. s 1r. they do . 

Are you fam1l1ar w1th the proposed exploration and 

development of the un1t i nvolved here under the appli 

cant ' s proposed plan of development? 

Yes . si r . 

could you state for the Board. please , the t otal dep 

the proposed 1n1t1al well under the applicant' s plan f 

develop~ent? 

5,1 ~ 0 feet. 

0 

Wlll thls be cons1stent to include all formations li ed 

1n the wel l work per=1 t ? 

Yes. 1t w1 11. 

And w1ll tbls be s uf f1cieot to penetrate and test tb 

coccon sources of supply 1n s ub)ect forcat1ons? 

Yes . s 1r . 

:s the appl1cant r equest1n9 the force poolin9 of con 

t1onal gas r eserves not only to 1nclude the des1qnat 

forQatl ons but any other formations exclud1ng coal 

fo~at:ons whlch cay be between those f ormations des 1 

a t ed froc the surface t o the total depth drilled? 

Ye~ . w~ are . 

W1ll thls 1n1t1al well be at a legal location? 

lt is . 

Whdt ar~ the est1mated r es erves of t he un1t? 

~ 0 0 c 1ll1on cubic foot of gas. 

1 3 ~ 
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1 

2 

3 

s 

6 

7 

8 

9 

10 

, 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

o. 

A. 

o. 

Q • 

Are you £ac111ar with ehe well cost s for ehe propos e 

1n1t1al un1t well under the applicant's plan 

1:1ent? 

Yes. I am. 

Have an AFE been r ev1.ewed, s iqned and submltted t o t e 

Board? 

It has. 

was t h1s AFE prepared by an eng1neer1n9 department 

knowledge 1n t he preparation of AFEs and knowledQeab e ~ 

regard to well costs 1n tbis area? 

Yes. 

Does Che AFE represent a reasonable estimate of the el l 

costs for the proposed unit well under applicant' s p an 

o f developcent? 

Yes, l.t does . 

would you please state both tbe dry hole cos ts and 

completed well costs for the Board? 

Dry hole costs are Sl32,350 Wlth completed well cost 

$267,250. 

Do Lhe s e costs 1n the AFE ant1c~pate a multl.ple comp e

t1on? 

Yes. 1t does . 

Does the AFE 1nclude a reasonable charge for superv1 l.On • 

Yes. 1t does . 

Mr. Dahll.n , 1n your professional opinlon will the 



• 

• 

• 

1 

2 

3 

granttnq o f tb1s appl1cat1on be in tbe bes t 1nterest of 

cooservat lon , pr evention of waste and the protect1oo f 

correlat1ve r1ghts? 

4 A. Yes, s1 r . 

5 MR . KAISER : I have no further ques t1ons of this witness t 

e th is tlQe, Mr. Chairman. 

7 HR. ~RMAN : Quest1ons , members of the Board? 

s (Witness stands as ide. ) 

9 HR. CHAIRMAN : Do you have anyth.J..ng further? 

10 HR . KA.l SSR: Notblllg f urther at this tine. 

11 MR. LEWIS: I make a motlOD to qrant the application. 

12 HR. HARRIS: Second. 

HR. CHAI~~= Hot1on and a second. 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Al l 1 0 favor s1gnlfY by s ayLDq yes. (ALL AFFIRM. ) 

Opposed say no . (NONE .) It's a unanimous apProval . 

13~ 
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6 
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8 
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tO 

tt 

12 

13 

1• 

15 

16 

17 

18 

19 

20 

21 

22 

Zl 

24 

25 

• 

ITEH V 

MR. CHAIRMAN : The next 1t em on the aqenda 1s a pecltlon r on 

Equl ~able Resources Exploratlon for an order pool1n9 

interests 10 coalbed gas dr1ll~ng un1t i dent1f1ed as vc-

3221 . Th~s 1s docke t nunber VGOB-94/11/15 - 0484. Wed 

ask the part:1es that w1sh to address r.he Board 1n 

matte= to cooe forward a~ r.his tLQe . 

HR. KAI SER : Mr. Ch<nrcan and meabers of the Board, Ji.D 

on behalf of EGUltable Resources Exploration . our 

w1tnesses 1n t hls matter wi ll once again be Hr . He£1 n 

and xr. Dabl1n. 

HR. CHAI~~ = The record w1ll show there are no other 

part !es. You oay proceed. 

G5DRGS HEFLIN 

a w.~~ess who, afte= bav1ng been previously sworn , was 

exaa1ned and ~est1 f1ed as fo llows: 

DIRS~ EXAM1NATION 

Q. Hr. H~:l~n . please s tate your f ull name for the 

who you are ~oployed by and 1n what capac~ty? 

A. ~eorqe B. Hefl1n. I'm employed by Equitable Resourc s 

13 

J 



• 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A . 

Q. 

A. 

Q. 

A. 

o. 

A . 

Q. 

A . 

Explorat:~.on. I ' m a landman , lease acquisitions and 

pl.pell.nes. 

Do your responsl.bilities include the lands 1nvolved ere 

and :~.n the surrounding area? 

Yes. 

Are you fam~1ar Wl.~ Equitable 's application for tb 

establl.shment of a drilling uni t and pooling order f r 

EREX well VC- 3221 dated October 13th , 1994? 

Yes, I am. 

I s ~s well 1n the Roaring Fork field s ubject to tb 

Roarl.Dg Fork f1eld rules promulgated Ka y 31st , 1994 nd 

an effecuve date o f Aprl.l 19th , 1994? 

Yes . 

Has Equ :~.table applied for a permit and 1s a permit n w 

pendJ.nq before the DKKE? 

Yes , 1t 1s . That was submltted October 6~, 1994. 

Is Equltable see~g t o fo r ce pool the drilling rigb s 

unde rlyln~ the dr1ll1ng and spacl.Dg unit as depicted at 

Exh lb:l t A of the applicat1on? 

Yes, we are. 

Does Equi t able own dr1l ling rights 1n the unit invo l ed 

here ? 

Yes. 

What 1s the lnteres t of Equltable in the un1t? 

99.9S percent . 

13 
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• 

• 

1 

2 

3 

Q. 

A. 

Q. 

Are you famlllar w1th the ownership of drilling r1oh s o 

the part1es other than Equitable unde rlY1Q9 this un1 ? 

Yes . I ~-

What was the pe rcent of tbe coal estate under lease? 

5 A. coa l es~ate 1s 100 percent. 

6 HR . AA!SER: Hr . Cbalrman and me.mbers of tile Board , tlle:-e s n 

7 rev1s 1ons to th~s exh1b1t other than the fact that w at 

8 I ' c golDg t o g1ve you now list s the VGOB 

9 and t he one we had submltted with the appl1catioo 

10 not . so we're trylng to be cons1stent . 

11 MR. CHAIRMAN : All right . 

12 KiL KAISER: But U\ere • s no changes in the lease status o 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

o. 

A. 

Q. 

A . 

owne r shlP status , name status . 

(Hr. Ka~ser contlDues . ) Hr. Heflin, are all the unl ase 

par t1es set out 10 Exh~lt B? 

\'es tb'1!Y are. 

P~lor to : 1l lDg that applicatlon were efforts made t 

con:ac t each o: t he respondents and an atte.cpt oade o 

work out an agreement r egard1no the development of t e 

unlt !.nvolved? 

Correct. 

Subsequent t o the fl l lng of the applicatlon have you 

contlnued t o at tempt t o reach an a~rreement Wl t h the 

respondent s l1s ted at Exhibit 8 7 

Yes we have. 

13 
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7 
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9 

10 

11 

12 

13 • 
15 

16 

17 

18 

19 

20 

21 

22 

23 

25 
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Q. And as a result of those efforts you have not acqu~ d 

A. 

Q. 

A . 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q • 

any add~t~onal leases . There is JUSt one interest 

1s currently unleased w1th1n the ent~re unit which 

represents . 05 per cent o f the unit, 1s that correct? 

-:-nat • s n .ght. 

were any e fforts aade to determine if the lndl.Vl.dual 

at 

respondent s we re 11V1ll9 or deceased or their whereab uts 

and 1f deceased , were efforts Qade to dete~e the 

na~es and addres ses and whereabouts of the successor to 

any deceased 1nd1V1dual respon~ents? 

ves. 

W· • • r easonable and d1l1gent efforts made and source 

ch"' ted to l.dentLfY ana locate unJolown heirs, to l..DC udel 

pr1cary s ources such a s deed records , probate I 

assessors r ecor ds, treasurers records 

secondary sources checked s uch as telephone dl.rector es, 

CltY d1rect or1es, fam1ly and friends? 

Ves. 

!~ you~ pro:ess1onal op1n1on was due ~l1gence exerc sed 

t o locat~ each of t he respondents naced here1n? 

Are the addresses set ou t 1n Sxbl.bit B to the applic tiot 

the last known addresses for the respondents? 

Yes . 

Wlth the except1on o f those parties wh1ch you are he eby 



• 1 

2 

3 

4 A. 

5 Q. 

6 

7 

8 

9 A. 

tO Q. 

11 

12 

13 • 14 

15 A. 

16 Q. 

17 

18 

19 A. 

20 o. 
21 

22 A. 

23 

24 o. 
25 

• 

d1sm1ssed f r oc th l s proce eding are you request~Q th s 

Boa r d t o for ce pool all other unleased interest s lls ed 

i n Exhl.b l t B? 

Yes . 

Does Equltable seek t o force pool the dril ling right of ' 

each 1nd1V1dua l res pondent if l i ving and if deceased th1 
I 

unknown successor or successor s to any deceased 1ndi ld-

ua l r espondent? 

Yes , we do. 
I 

I s Equl table seek~ng t o force pool the drilling rlgh 01 

the per s on des1.qnat ed as t rustee 1f actlnQ in the 

capacl t Y of trustee and 1f not acting i n such capac1 

Equ l.taol e seek1ng t o force pool the drilling rights f 

the successor of s uch trus tee? 

Yes. 

A=e you f8l:lll 1ar Wl t h the fair market value of the 

drtlllng r1ghts 1n the unit he r e and i n t he surround .ng 

area? 

Yes, 1 am. 

could you aga1 n pl ease adv1s e t he Board as to what t ose 

a re? 

s 5 per acr e cons 1der at1on , a f1ve year term and one

elghth r oyalty . 

Old you qa1n you r f am1l1ar1 tY by acquirlnQ oil and 9 s 

leases. coalbed ~ethane l ease s and other aQreements 



• 

• 

• 

2 

3 A. 

Q. 

involving the trans fer of drilling rights in the uni 

1nvolved he re and 10 the s urround1ng area? 

Yes. 

In your op1n2on do the terms you have testifled to 

5 represen~ the fa ~r market value of and the fa1r and 

6 reasonable coopensat1on to be pa1d for drLll4Dg righ s 

7 WlthUl t blS UDlt? 

8 A. That 's correct. 

9 HR. KAISER: Mr. Chal.rman, once again I ' d a.sk that t.he 

10 test1mony el1cited from Hr . Heflin in two prevl.ous 

11 pool1ngs today regarding t.he elect1ons options and 

12 part1c:pat1on requ1rements and regulations and 

13 

14 

15 

16 

requ1remen~s be 1ncorpora~ed. 

HR . CHAIRMAN : Granted. 

Q. (Hr. Ka1ser coot~ues.) Hr. Heflln, who should ben ed 

the opera~or under the force pool1ng order? 

17 A. Equ~table Resources Sxploranon. 

18 HR. KA1 S£R: I have no further quest1ons of this wicness t 

19 thls tLme , Mr. Chairman . 

~ HR. CHAIRMAN : Quest1ons , members of the Board. 

21 (Wltness stands aside.) 

~ MR. CHAlRHAN : Call your next wi tness . 

23 

24 

25 

HR. KAISER: I want to clear th1s up. we bad trouble wi 

Brls tol He r ald cour1er t his time as far as 

our at f ldavl ts o f publlcation. I think we 
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20 A Yt.~::. s:. r . 
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• 1 

2 A. 

3 Q. 

4 

5 A. 

6 Q. 

7 

8 

9 A. 

10 Q. 

11 

12 A. 

13 Q. • 14 A. 

15 Q. 

16 

17 

18 ;. . 

19 Q. 

20 

21 A. 

22 Q. 

23 

24 

25 A . 

• 

can~'s proposed plan of development ? 

Yes , s 1r, I ac . 

What 1s the total depth of the proposed 1nitial well 

under the appllcant' s plan of development? 

2,340 f e et.. 

Wll l t.h.ls be cons l.stent to include the formations 

cons1stent ~th the well work perm1t which is now 

pend109 before the DHME submitted October 6th, 1994? 

Yes , lt. would. 

And WU l thlS be sufficient to penetrate and test th 

coacon sources of supply 1n the subject format1ons? 

Yes . 

What. are the es~1aated reserves of the unit? 

350 m1ll 1on cub1c feet . 

Are you faoill.ar w1 th the well costs f or the propose 

1D1:1al un1t. well under the appll.cant's plan of deve op-

Ye s , I am. 

Has an At:: been rev1ewed , s1qned and submitted to th 

Board? 

Yes , H . has. 

was thls AFE prepared by an enQineerinQ department 
I 

~~owledge .1n the preparat1on of AFEs and knowledQeab e 1J 
regard to we l l costs 1n thl.s area? 

It. was . 
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• 

Q. 

2 

3 

4 A. 

5 Q. 

6 

7 A. 

8 

9 Q. 

10 

, A. 

12 Q. 

13 A . 

14 Q. 

15 

16 

17 

18 A. 

Does the AFE represent a reasonable estiaate of the ell 

costs tor the proposed un~t well under applicant's P an I 

of developcent ? 

Yes, 1t does. 

cou:d ;·ou p lease s tate both the dry bo le costs and 

coc pleted well costs for the Board? 

Dry hole costs are S69,363 with completed well cos~s 

5181.000 . 

Do these costs 1n the AFE anticipate a multiple comp e-

tlOn? 

Yes, lt does . 

Does t he AFE 1nclude a reasonable charqe for supervi ion· 

Yes, 1t does. 

In your profess1onal op1n~on w1ll the qraotLn9 of tb o 

appl1cat1on be 1n the best 1nterest o f conservat ion, 

preve~tlon of waste and the protectlon of correlatlv 

r 19hts? 

Yes . ~Hr. 

19 MR. KAIS~R : : nave no further quest1ons of th~s witness t 

20 th: s t 1me. Mr . Cha1rman . 

21 HR. CHAI~~= Ques t1ons, members o f the Board? 

22 MR HARRI S: Th1s 1s f or Bob Dahlln . The well plot shows --

2l lS thlS t WO well s "IP here, V-2665? 

2~ THE WITNESS: Yes , s_r. That's a conventlonal well. ~h1 lS 

25 a t w:n locatlon on the same locatlon we drilled for oal 

14 
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• 

1 

2 

3 

HR . ~~~l: When you ~w~ a well like that what do you do 

to s afeguard pene~ra~1on in~o the well adjoining or 

ad)acen~ ~o it:? 

4 THE WITNESS: we have some language, I be11eve, and we 've lef 

5 that w1th Mr . Fulmer regard1ng ~he devlat1on ex1stin ~ 

6 the new well . Also 10 ~be select1on of the si~e we sed 

7 the known structure and the 

8 well 1n order to locate the second well so as it wo 

9 have ~o 1ncrease the angle of deviat1on over that of an 

10 ex1s t1ng well 1.n order to 10~ersect it . 

11 MR. HARRIS : How close are these then physl.cally? 

12 THE WITNESS: I think thl.S one lS becween SO and 70 feet, I 

13 

14 

15 

bel1.eve. ! don·~ have tba~ meas urement. we typ1cal y 

have those on here. but I dl.dn't notice it was gone. 

It's very close. 

16 MR . HARRIS: Now, we do have some requlatl.on as to bow cl se 

17 t:hese -- I'o sure there 1s a ml.n1mUQ, 1sn't there? 

18 MR. FUL.~R : What? 

19 HR . ~S: L:ke spac1.ng be~ween these. 

~ HR. FULXER: No . no. There's no mlnimuo. 

21 MS. RIGGS: The spac1.ng r equirement you' re probably think ng 

22 

23 

of would be two wells produclnQ from the same format ons l 

But s 1nce t hes e go to d~fferent pools those spacing 

requ1reoents wouldn 't apply . 

25 HR. HARRI S: Okay . 



• 

• 

• 

1 

2 

HR. CHAIRMAN: You just hav e ~o ma.ke s u re and ~hat' s why 

a s ked hlQ abou~ the 1n~eqr1ty of both well s a re 

3 and be needs ~o ~sure ~hat' s 1n his application . 

4 cbau·c:an, any otller questions, members of t .he Board? 

5 (Witness stands a s ide .) 

6 KR . CHAIRMAN : Do you have an~hinq furctler7 

7 HR . KAIS5R : Noth1.n9 funber at thls time. 

8 KR . KELLY : Mr . cba1rman. I mov e that the appl1cat1on be 

9 

10 

, 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2~ 

25 

approved. 

HR. EVANS: Second. 

HR. CHAI~~ : A QOtion and a second . FUrther dis cus s ion 

All J.n favor si<nafy b y s ay1.na yes. (ALL AFFDlH . ) 

opposed s ay no. (NONE.) It' s a unan~ous approval. 

14 
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ITEHVII 

2 

3 HR . CHAIRMAN : We'll 90 t o Item V'II on the agenda. Xt 

4 1tem 1s a petltlon from Equitable Resources Sxplorat 

5 for an order poollng 1ntereses in a conventional gas 

6 drlll l ng un1t 1dent1f1ed as V-2715. This is docket 

1 number VGOb- 94/12 / 13-0486 . We ' d ask the parties tha 

a w1sh to address the Board in this matter to come fo ard 

9 at this tlme. 

10 MR. KAISER : Hr . Chai rman, Jlm Ka1ser on behalf of Sqult le 

11 Resources Explo~atlon . our witnesses will once aga be 

12 Hr. Hefl1n and Hr. Dahl1D . I th1nk what I'm going t do 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

before we start, 1f I could, 1s get all the var1ous 

ExhLblt Ss 1n front o f you. Thls is a mo~ficat1on f a 

prev1ous pool 1ng and what I want to do to adequately 

clar 1fy and expla10 t o you what we've done is g1ve y 

copy of the Exhlbit B that was recorded Wlth the or1 1na 

order when the force pool i ng was done for the creat1 

thls un1t 1n August and then you 'll be able to use t at 

to check aga1nst the rev1sed exhiblt that we'll also be 

submltttna today. I thlnk t hat will help facilltate you 

unders tand l ng of what we' re mod1fy1nq . 

~ KR. CHAIRMAN : Okay. 

24 HR. KAI SER : so before we get started I'll give all that tuf 

25 ou t . 
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HS. RIGGS : we have the or1g1oal pooling order which has e 

Ex.h~H B . 

MR . ~SER: I JUSt d1dn't know what all you got in the pa ka; 

or not . It was JUSt 10 case. I know lt's more pape • 

( Paus e . ) 

GEORGE HEFLIN 

a w1tness who, after hav~og been previously sworn, was 

exac1nea and testif1ed as follows: 

DIRECT EXAMINATION 

BY HR . KAISER: 

Q. 

1\ . 

Q. 

1\ . 

o. 

A . 

Hr. He!l~n. would you please s tate your full naae fo tb 

record , who you are employed by and in what capac1ty 

George s. Hef lLC. Equltable Resources E~~lorat1on. I'a 

landman. l e:ase acqu1s 1t1ons and pipelines. 

Do your respons~1l1t1es 1nclude the lands ~volved ere 

and 1n the surround~ng area? 

Yes. they do. 

Are you t am111ar Wlth 5qu1table's application for th 

codl flcatl.on of a pr1or order issued by the Board on 

September 16th, 1994 and recorded 10 deed book 781, age 

263 of t he w1se county C1rcu1t court Clerk's Office? 

Ye f., I am. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

"· 
Q. 

A 

Q. 

A. 

~-

Is Equltable seek1nq to force pool the dr1llinq r1qh s 

underly1nq the dr illlnq and s pacinq unit as depicted at 

Exhlblt A of thls appllcation? 

Yes. we are. 

Does Equltable own drl.lll.nq rights 1n the unit invol ed 

here? 

Yes. 

Does the proposed unlt depicted at Exh~lt A include all 

acreage Wlthln 2,640 feet of proposed well V-2715? 

Yes. lt does . 

what was the 1nterest of Equitable 1n the unit at th 

tine or thl s applicatlon or at the time of the prior 

order and what 1s the interest of Equitable in the t 

now? 

our lnterest now 1s 89.647585 percent. The previous 

appl1cat 1on was 89. 19 percent . 

The 1nterest now rounded off would be 89.65 percent? 

txact ly . 

Ar. 1 the unleased interes t at th1s time? 

I r: 10 . 35 rounded off. 10.352415 . 

A t th l s tl.oe, 1f we could, let's dl.rect t .he Board bo h t 

t h t- t:xh1b1t B that was recorded wl.th the original or er 

and our rev1sed EKhlbl.t B and qo throuqh and e~~lain on 

trac t by Lract bas1s what interest we are mod1fyinq ere 

t oday? 
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A. 

Q. 

A. 

Q. 

A . 

Q. 

A . 

Q. 

. n . 

Q. 

A. 

on ~rae~ n~ne we p~cked up a lease. 

: bel1eve ~ba~ ·s cbe only add1t1onal lease tba~· s be n 

p1cked up s 1nce the or1g1nal order, correct? 

Yes. That' s correct . we leased Dorwood Glbson and is 

Wl.fe. 

And ~he nexc ood:~1cat:on, I bel1eve, it to tract el ven 

That's correct. Subsequent t1tle l.nformatJ.on 10-

al:y we had shown v:cc as a one-e1ghth owner. tle 

~nforma~!on returned showing the sull1vans as owning SO 

percen~ ownersh1p 1n e1ght-e1ghtbs . 

so we ' ve deleted the vrcc as one- e1ghth interest in hat 

trac t 1 0 accordance w1th subsequent t1tle records? 

That's correct. 

r ch:nk the next tract t hat we mod1f1ed l.S the l.Oter s t 

_n t rac t :ourteen? 

Tba: was also - - Wlth subsequent tlt le l.nformation 1 wa 

dec~rg1~ed tha~ vrcc dl.d not own an 1nterest ~ the 

:ra-t. Tberefo~e . c alhoun Page had el.Qht-eighths of the 

tract . 

And che next :rae~ tha~ we're modl. fying is trac~ s ev n-

Throuch our tltle 1nformat1on we discovered that VI dl. 

no · 0~1 oo pet cen ~ ln t hat tract and that ~hey ende up 

owneo a one - e1ohth of the ~ract and the H. R. Gdwards 

h~11~ at th!s pnrtl.cular t1me unknown own seven-e1gh hs 
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interes t. 

Q. And there's no addl tlonal mod~fications, 1s that co~ ect 

A. That's correct. 

HR. KAISER : A=e :.here any quest1ons on those modl.f:tcatlo s 

oefore we c ove on, Hr . Cba1rman? 

HR. CHAIJUoi.NJ: Ar.y ques t:tons, members of t.he Board? 

o. ( ~r . Ka1ser continues.) Hr. Heflin , pr1or to filing t.he 

appl1cat1on ~or modl.flcatlOD were effo~s oade to 

contact each of the respondents and an attempt made o 

work out an agreement reqardl.nq the development of e 

un1t involved? 

A. 

o. 

A. 

Q. 

A. 

o. 
A. 

Q. 

Yes, there was. 

Subsequent to the f1 l 1nq of t.he applicatlOD have you 

cont1nued t o attempt t o r each an aqreement with the 

r~spondents lls t ed at rev1sed £xh1blt B? 

Yes, we are. 

And I th1nk you've test1f1ed earl1er t.hat as a resul of 

t hose e~ ~orts you have acqu1 r ed the addl.tlonal lease 

Ye s. 

And that was on Oorwood Gibson? 

'i'h.lt's correct. 

were any ef£orts made to determ1ne if the 1nd1vidual 

r~spondents were l1v1ng or deceased or their whereab uts 

and 1( deceased, wer e ef forts made to determ1ne the 

n~es and addresses and whereabouts of the successor t o 

lS 
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8 

9 A. 

t O Q. 

11 

12 A. 

13 Q . • 1C 

15 A. 

16 Q. 

17 

18 

19 

20 /\ . 

21 o . 

22 

Zl 

24 

25 /\ . 

• 

any deceased 1nd1v1.dual respondents ? 

Yes. 

we r e reasonable and dil1qent efforts made and source 

checked t o i dent lfY and locate any unknown beLrs, to 

uncl ude pr~ary so~rces such a s deed records, probat 

r ecords, assessor s r ecords, treasurers records and 

add1tlon s econdary sources checked such as telephone 

direct or ies, c1ty d1rectories, family and fr1ends? 

That's cor r ect . 

In your pro fe ss i onal opi~on was due d1li9ence exerc sed 

to locate each of the respondents named here1n? 

Yes. 

Are t he addresses s et out 1n rev1sed Exhibit B to th 

appl1.c at1.on t he l as t known addresses for the respond ts 

Yes. 

Wlth the exceptlon o f t hose part1es wh1ch you are he eby 

d~sc1.ssed from ~s proceed1nq are you reques tinq th s 

Board to for ce pool all otllar unleased 1nterests l1s ed 

1 n rev1sed Exh1b1 t B? 

Yes, we are . 

Does Equltable s e9k t o for ce pool the dr1ll1n9 r1qht of 

~ach 1nd1v1dual r espondent 1f livinq and if deceased 

un)mown s uccessor or successors t o any deceased incU 1.d-

ual respondent? 

'I'ha~ ·s correct. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

o. 

A. 

o. 

A. 

Is Equltabl e seeklng ~o force pool ~he drilling r1gb s o 

~he person des 1qnaced as trustee if acting in ~e 

capacltY of ~rustee and if not actlng in such capaci y 1 

Equ~table s eek1ng to force pool ~be drill1ng righcs f 

t he successor of such trustee? 

Yes. 

Hr. He ! l ln , are you faa1l1ar w1tb ~e fa1r market v ue 

of t he dr1ll1n; rl.qhts LD ~e un1t here and in the 

surroundlng area? 

Yes, 1 aa . 

coul d you advts e t he Board as ~o what ~ose are? 

It's a s 5 per acr e cons i derat1on , a five year term 

one- e lqh t h r oyal t y . 

0 1c you gcun your f a.QJ. l iarl~Y by acqu.l.rl.Dg oil and 

leases and ot her aqre~ents i nvol vl.ng ~e trans fer o 

cr1111ng r ! qbts 1n the UDlt involved here and in ~e 

~ur~oundtn~ area? 

Yes. 

Ir. your op1n1on do t he t~rgs you have ~est1f1ed to 

r opr esent the fa1r carket value o f and the fa1r and 

r easonable compensat1on ~o be pa t d for drill1ng righ s 

wt~htn thts unt~? 

Yes . 

2~ HR. KAiSER: Hr. Chatrman, at t his time we'd ask once ag n 

25 to tncorporate the prev1ous testlcony a s ~o olectton 

15 
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5 

opt1ons, part1c1pat1on and escrow. 

HR . ~~~: okay. It Wlll be incorporated . 

Q. (Hr . Kalser contlnues . ) Hr . Hef l in , who should ben ed 

the operator under t he force poollnQ order? 

A. Equltable Resources Explora~ion . 

6 HR. KAI SER : I have no furcher ques~1ons of th1s witness ~ 

7 Chls t~me, Hr. chairman . 

8 HR. CHAJ~~ : Let oe JUSt ask a quest1on on the well loc tio 

9 map , ot course . cwo maps, one froo the last hear1ng nd 

tO one for t h l s hear1nq . I' m showLOQ that the one that 

tt r ecorded a t book 787, Page 272, did no~-- I gues s 

12 only d~fference I see and I'm as~ng for clar1fica~i n 

13 

14 

15 

16 

that the trac t s were omltted from one that was actua ly 

r ecor ded. we one t hat we had at the hearlDg in Augu t 

had the tract number s typed on them 10 ad~tlon. Is 

there any change 1n t hat? 

t i nu: WITNESS: Tha t • s the only tb1.ng tha: would have been 

18 

19 

ch~ged on ~t. on t he pla~ we tr1ed to put the :rae s 

and c~tch our Sxh1b1t B. 

~ HR. CHA!~~~: Rlght, but none of the changes that you 

21 

22 

d1scussed 1n Exhlbl t B would have changed your plat ap, 

would lt, lC any way? 

~ THE WI TNESS : No, s1r. 

24 ~R CHAIRMAN: Any ques t i ons, members of the Board? 

25 M:. RICCS: Is that t o s ay then when wo do the order if t is 
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14 
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\6 

17 

\8 

is approved that we would use the plat with tbe trac 

number s Lnserted? 

HR. KA!SER: Hr. cna1rcan, cembers of the Board, we do ha e a 

r ev1s1oo to the plat and we dl.d not bring a revl.Sed lat 

at th1s tic e. I would be glad to get copies of thos t o 

you today upon l eav1ng here. The change is. if you• l 

pull out you= plats and l ook up 1n the -- I'll call t a 

2:00 roughly on the plat . You'll see 1t should be I. 

It's a very scal l tract . It's 1n the southeas t corn r o 

H. That should actually be tract n1ne and then trac 

what 1s L which is right beside s should be tract tw lve 

There 1s a m1S1dentif i cation due to the look alike I and 

L, essenr.1ally a c!er1cal error. But we will provid yo 

with a corrected plat. 

MR. HARRIS : E::<cus e me . Could you repeat the correct1on? 

¥~. KAISER: Yes. on what was 1dent1f1ed as tract twelve 

should be tract n1ne and what was 1dent1f1ed as trac 

n1ne should be tract twelve . 

t9 MR . HARRIS: 7here •s a t ract t welve above that, though. 

20 HR. HE:tL!N: R1c;h t . Those two are -- t:he tracts are r ela ed 

21 t o one another . They're under the same ownersb1p. 

22 HR . HARRIS: Shouldn't 1t be ll.ke 12-A and 12-B or someth ng? 

~ HR HEFL:N: You Cw, JUSt put a land hook in it . We dl.dn t 

24 d1st1ncru1sh between 12-A and 12-B because the owners ip 

~ be1na one and the same. The only difference there w uld 

15 
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10 

1t 

be one tract's larger than the other tract . 

HR . HARRIS: Should we t ake out t .he dotted l1ne tben? 

HR. HEFLIN: Well , actually they're divided tracts from a 

standpo1nt of tracts but 1t's under one ownership. 

the s ace owners, JUS t two tracts involved. And we 

t' s 

treated thee as far as tract numbering for tbe exn1b t s 

and so on as one tract . 

HR. CHAIRMAN : If you wi~l, when you file your revised 1b1 

makLng cor rections I'd JUst simply ask that you put 

tract nucbers on there as t hey should be fo r tbe o!f cia 

copy that gets f i l ed -- recorded and flled by us . 

12 HR. KAJSER : Do you want us t o prov1de JUSt one copy or t 

13 cop1es? 

14 HR. CHA~RHAN: One copy to the Ins pector's office is fine w1 

15 me. 

16 KR. LEWI S: we•ve already made the correc t1ons on it . 

17 HR . CHAIRKAN : Right . Just one copy and one to H.s . Riggs to 

18 go w1th t he order . 

19 HR. HEFLIN : I apol og1ze. I thought I had made cop1es an 

neglected t o do so. 

21 ~R . CHAIRMAN: That's okay . Any other questlons? 

(Witness s tands as1de.) 

~ HR. CHAIRMAN : Call your next witness . 

24 

25 

I 
I 
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• 

R03ERT A. DAHLIN, l! 

a w~t:ness wbo , a ft:er havl.Dg been previously sworn, was 

exag~ed and ces~1!1ed as follows : 

DIRECT EXAMINATION 

BY MR . KAISER: 

Q. Hr. oabl ln, could you please st:at:e your name and who 

you' r e employed by and 1n what: c apacit:y? 

A. HY naDe 1s Robert: A. Dahlin , II and I'm employed by REX 

a s an a produc tlon s pec1al ist: . 

Q. And ~ave you prev1ously t:es~ifled bef ore the Virqinl Gal 

& 011 Board and have your quallficat:lons as an expe 

wi t ness pr ev1ously been accept:ed by t:be Board? 

A. Yes, S l r. 

Q Are you Eac1l 1ar w~th the land here and 1n t:be surro d

l n c; area? 

A. Yes , Sl ::". 

o. Are you f~111ar w1t:h the propos ed explorat1on and 

deve l opment o f the un1t lDVolved here under the aPPl -

cant s proposed plan of development? 

A . ! a!:! . 

o. Wha t 1s the t ot.al depth o f t:he proposed lnitial well 

ur.der the appl icant 's plan of development? 

A. t.o.l~O feet . 

15 



• 

• 

• 

1 

2 

3 

• 
s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q . 

A 

Q. 

A. 

o. 

A. 

o. 

A . 

o. 

W1l l th l s be cons 1s tent w1th the formations listed 1 th~ 

well work permlt wh1ch 16 now pending before the OHM ? 

Yes , 1t w1ll. 

And w1l l thls be suff1c1ent to penetrate and tes t th 

common sources o f supply 1n the subject format1ons? 

Yes, s 1. r. 

Is t he appl1cant requesting the force pool1n9 of con en

t lonal gas r e serves not only to 1nclude the des 1gnat d 

fo rcat1ons bu t any other formations exclu~q coal 

format1ons wh1cb may be between those format1ons des qn

a t ed froc the surface to the total depth drilled? 

Yes. s ir . 

W1 l l tbe 1n1t1al well be at a legal location? 

It '""ill. 

What are tbe estl.Qat ed reserves of the un1t? 

~ 00 Q1ll lon cub1c f eet. 

Are you f8Qlliar Wlth t be wel l cos t s for the propos e 

1n1t1a l well under the appl1cant 's plan of developme t ? 

Yes . 

Has an AFE been rev1ewed , s1qned and submitted to th 

Board? 

Yes. 

was thls AFE p r epared by an engineertng department 

knowledge 1n t he preparation of AFEs and knowledgeab e 1 

regard t o well cos t s in th1s area? 

1! 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Yes. lt was . 

Does the AFE r epres ent a reasonable esti mate o : the ell 

cos t s for the proposed un1t wel l under appl1c ant' s P an 

of devel opuent? 

Ye s . lt does. 

s t a te . pl ease , both che dry hole costs and completed wel 

costs for the Boar d? 

Dry hole cost s are Sl58 , 450 with completed well cost 

S260 ,750 . 

Do these cost s you have jusc quoted anti cipate a mul ipl 

complet lon? 

Yes . 

Does t he A-rc 1nclude a reasonable charge for supervi 1on 

Yes. s1r . 

I n your prof ess1onal op1..n1.on w1ll the granting of th s 

appl 1cat1on be 1..n the best 1nterest of conservation, 

preventlon o f was te and t .he protect1on of correlativ 

r 1ght s? 

Yes . s1r. 

20 ~R . KAI SER: I have no furcher ques t i ons of this witness t 

21 thls t 1me . Hr . Cha1 rman, 1f I might just add, what bis 

22 

23 

24 

25 

mod1t 1cat 10n bas1cally r epresents is some add1tional 

lnte~retation of s ome deeds to VICC involving these 

lands wher e t hey bad a one- e1ghth undivided interest in 

several tracts t hat compr1s ed r oughly 80 acres and t e1r 

15 
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1nterprc t atlon wos that that oave thee 100 per cent 1 tt 

acres where ou r 1nt~rpretat1on wac d1£ferent . 8&B1C llr 

other than t hat th~re •s no real mod1f1cot1on t o the 

4 or1g1nal order. 

s HR. CHAI RMAN : I s th1s well in an area with a f1eld rul e? 

6 HR. DAHLIN: Do you mean do f 1eld rules apply to thl.L~ ~l 1 

7 HR. CHAIRMAN : Yeah. 

8 HR. DAHLIN : No. 

9 HR. CHAlRHAN : okay . AnY other quest t ons, =e~ers of t he 

10 Board? 

11 HR. EVANS: The AF£ has not changed? 

12 MR . DAHLIN: No. 

13 HR . svru~s: so l n ot her words t here was no chan9e froa th 

14 

15 

16 

17 

1n1t1al pool1nq? 

HR. OAHLitl : No. 

HR. EVANS: Those cos ts are s tlll -

HR. DAHLIN: Uh-huh . 

18 HR . KAISER: That would have been an AF& that was prepa~ • r 

19 quesfl. 1n Aucrust. 

20 HR. CliAIRMAII : Any other ques taons? 

21 ( ~itness stands aside .) 

~ MR. EVANS: Mr. Cha1rcan 1 move that we qrant the 

~ HR. :swrs: I second 1t. 

24 MR. CHAIRHAN: A motion and a second . FUrther discuss1on 

25 All 1n lavor sHnuty by s aylnq yos. (ALL AFt'IR!(.) 
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1 lTEH IX 

2 

3 MR. CF~RHAN : The next 1tem on the aoenda is Ite• IX. w •ve 

• contlnued IteQ VIII. It is a petltion from Equitabl 

5 

6 

7 

Resources ExPloration for a well locat1on axception or 

proposed wel l VC-3177. Tb i s is docket number VGOB-

94 / 12/13- 0488 . We'd ask tbe part1es that w1sh to ad es1 

8 the Board 1n thls matter t o come forward at 

9 KR. KAI SER : Hr . Cha1rman, members of the Board, Jllll 

10 behal f o f Equ1table Resources EXPloration. our 

11 1n tbls matter w1ll be Hr . Don Hall who will need to be 

sworn an d Hr. Bob Dahlin . 

COURT REPORTE R: (SWears Wltness.) 

12 

13 

14 

15 

16 

17 

HR. ~RHAN : The r ecord w1ll show there are no other pa tie 

t ha t w1sb t o addres s the Board ~ th1s matter . You ay I 
proceed . 

18 DON HALL 

19 a w1tnes5 who. a fter bav1ng been duly sworn, was exam~ed and 

~ t est l f led as follows : 

21 

22 

2l 

24 DY MR. KA ISER : 

DIRECT EXAMINATION 

25 o . Hr . Hal l, could you p l ease s tate your full name for he 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

o. 

A. 

Q. 

A. 

record . who you are empl oyed by and in what c apacltY 

Don Hall . I'm employed with Equ1table Res ources Exp o r

ation as distr1ct landman . 

And have your qual 1f1cati ons pr ev1ous l y been accepte as 

an expert w1tnes s by this Board? 

Yes, they have . 

Do your respoos~1l1t1es inc lude the l ands i nvolved ere 

and 1n the surround.lng area? 

Yes , s1r. 

Are you f.am1llar Wl t h Equi table ' s applicat i on fo r a 

1oc at1on except1on for well VC-3177 and the rel 1e f 

r equested? 

Yes, I am. 

Have all 1n terested parties been noti f1ed as requ1re by 

sect1on 49 o f the V1rgin1a Gas ~ Oil Board requlat io s ? 

Yes, t.hey have . 

At. t.hls t1me would you 1nd1cate for the Board the 

o~~ersh1p o£ the 011 and gas under l yi ng well VC- 3177 

P1ne Hountai n 011 6 Gas owns 100 percent. 

Does Equltable Res ources have an oil and gas l ease 

cove~1ng all these t rac t s? 

Yes. they do. 

Does Equltable Resources E~~lorat1on have the r1gbt o 

operate the rcc1procal wel l s ? 

Yes . 

lb 



• Q. 

2 A. 

3 Q. 

5 

6 

7 

8 A. 

9 

10 

11 

12 

13 • 
15 

16 

17 

18 Q. 

19 

20 A 

21 

22 

2J 

24 

25 o . 

• 

Hr . Hall, have you personally inspected this s1te? 

Yes, 1 have. 

Based upon your personal lnspection of the proposed 

for whlch 1s the locat1on we're seekino the exceptio on 

could you elaborate for the Board in usinq the exh1b 

you have prepared why this locatlon except1on 1s nee 

ary? 

In you'll loo~ at your exhibit, the area shaded in 9 

~ the 1nterior window 1n wb1ch a leqal locat1on of 

unit could be placed . All the terra1n in the area, 

topoqraphy i n the area of the interior unit averaoes 

socewhere between 55 to 60 percent s lope. In the lo 

16 

e 

rlght-hand corner that area looks a l ittle flatter t an 

dle res t of ·_._, but that area 1s r~ed by rock ledq s, 

rock cl1ff s all around it. It's JUSt really too step t 

~et anYthlng w1th1n that un1t -- w1thin that ~ter1o 

qnd. 

What abou't lf you P"" · down to the southwest there? Hav 

you qot some proolems , .lth some houses? 

In the southwest. t here l tl ~ ~.:~use r1qht on the inter or 

qrtd l1ne 1t you can s ee 1t . It's a little black s 

there. A 200 foot r ad1us in that area around that w 

would exclude a portion of that even thouoh it 1s st ll 

real steep. 

I t's s tLll v~ry s teep? 

16 
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• 

• 

A. 

2 

3 

4 

5 

6 Q. 

7 A. 

8 

It's s tt ll ve ry steep there . And then on the o1dwes ern 

portlon o f the green gr1d there' s seve ral other hous s 

the re . about t wo or t hree , that would also have a 20 

foot rad~us set back. Agaln, those are as are t oo s t ep 

an yway. 

Are ther e any correl at1ve r1ghts issues ? 

we have t he pr oper t y and all the adjo~~g gr1ds 110d r 

lease from el t ber Pine HountaLD or ~d1viduals . 

9 MR. ~SER: No further ques t1ons o f t~s w1tness at th1s 

10 t lme, Mr . cha 1rman. 

u MR. CHAIRMAN : Any quest1ons, membe r s of the Board? 

12 MR. KAISER : I do have one f urther quest1on . 

13 Q. (Mr. Ka1ser continues.) How far are we outs ide the 

14 w1ndow? 

15 A. we' re 66.86 teet. 

16 MR. KAISER: Thank you. I have no further ques t ions of t is 

Wltness at thls t~e. Hr . Cha1rman . 

18 HR. CHAI~JL~ : Any ques tions, members o f the Board? 

19 MR. EVANS: How far above -- what is it, Dog Branch . How far! 
' 

20 above tne s tream course ar e you with thls l ocat1on? 

21 THE WITNESS: Le t ce get the permit application and I can 

22 

23 

tell you QOr e accurately . The location i s probably bou1 

1~5 feet ot the s t r eam bed . 

2~ MR EVANS : That's r.or1=ontal dls tance? 

~ THE WliNESS: Yes . 
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15 

16 

17 

18 

19 

20 
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24 
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HR. EVANS: How about vert1cal d1stance, do you know? 

THE WITNESS: Not r eal l y , no. Probabl y 150 . 

HR. EVANS: 150 f ee t up? 

THE WITit£SS: Oh, no, not that far . You 're saying --

KR . &VANS : The stream level i s here , the well pad . 

THE W'ITNSSS : 25 fee t probabl y . 

HR. EVANS: You don 't ant icipate 

stream bed from --

THE WITNESS: No. on t he permit application we eam 

cross1n9 planned for tne road but we' l l be putting at 

~n w1th culverts and so fo~h . 

KR EVANS · 7ne pad itse l f ~s far enough from the stream 

course as co not pres ent a problem? 

THE WITN~SS: R~ght . 

HR. CHA!RMAfl: Other quest1ons? Do you have anyth~g 

MR . KAIS~R: Not of t h1s wi tness. we do have another wi 

(Witness s t ands as1de . ) 

ROBERT A. DAHLIN . II 

a w1tness who, after hav1ng been prev~ously sworn, was 

exam 1ned and testlfled as follows: 

16 
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• 

DIRECT E~~NATION 

2 

3 BY HR. ~SER : 

4 Q. 

5 

6 A. 

7 Q. 

8 

9 A . 

10 Q. 

11 

12 

13 A. 

14 Q. 

15 

16 A. 

17 Q. 

18 

19 A. 

20 Q. 

21 

22 A. 

23 Q. 

24 

Hr. oahl1D, coul d you please scaee who you're egploy d b· 

and ~n whnc cnpac ~ty? 

I'm employed by £REX as an a production specialist. 

Are you fam~ltar wtth the application for a location 

excepcton :~led by EREX for well VC-3177? 

Ye s , sit". 

In ~he event thts locntlon exception is not granted 

you pt"o)ect ~he es ticated loss of reserves that woul 

t"~sulc 1n waste? 

Approx~mately 350 millton cubic feet. 

What t s t he t ot al depth of t he propos ed 1nit1al wel l 

unde r the appl tcant ' s plan of development? 

1, 4 5 5 feet. 

Wtll t h t s t nclude t he formattons conslstent with the wel! 

wor k perm1~ wh1ch 1s now pending before the DMME? 

Yes . 

And w1ll th1s be sufflctent to penetrate and t es t th 

cocmon sour ces o f s upply in the subjecc formattons? 

Yes. 

In your op1n1on , Hr . DahllD, wtll 

locatton exceptton be in t he bes t interest of preven i ng 

was t e, t he protec t l on of correlative r ights and maxi 

16 



• 

• 

• 

1 109 the recovery o f the gas res erves underlying vc-3 77? 

2 A. Yes. s ir . 

3 HR . KAISER : I have no~hlng fu r ther of this witness at th s 

4 t1me, ~r . Chalrman . 

s ~R. ~~~: Ques t ions, mecbers of the Board? 

6 ( W~tness stands aside.) 

7 KR. CHAIRMAN : Do you have anythl.ng further? 

8 HR . KAIS~R: Nothing further a~ ~hlS t1me . 

9 MR. £VANS : Hr. Chairman. I move we arant the et1~lon fo 

10 a locat1on e xcept1on . 

11 HR . KELLY : Second. 

12 MR . CHAIRMAN: A mot l.on and a second. Furtller chscussion 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2J 

24 

25 

Al l l n favor SlQDlfy by sayinq yes. (ALL AFFI RM. ) 

O~posed s ay no. (NONE. ) It' s a unanLt~~ous approval. 
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,. 

ITEH X 

2 

3 HR . CHAI RMAN: The lase 1tem on coday•s agenda is a pet1t on 

4 from Equl~able Resources Exploratlon for an order po 1~ 

5 1nterests 1n a conventional gas dr1ll1ng un1t 1denci 1ed 

6 as V- 3121. This 1s docket number VGOB-94/12/13-0489 

7 We 'd ask the part1es cbac w1sh to address the Board 

8 th1s Matt er to come forward at c~s c~e. 

9 HR. KAI SER: J1m Ka1ser on behalf of Equltable Resour ces 

10 

11 

Exploratlon. our witnesses in thls matter will be H 

Dahlin aga~n and bacY. to Hr . Heflin on some land iss es . 

12 HR . ~~~= The record w1ll show there are no other p t~e 

13 w1sh1ng to address t he Board. 

14 HR . EVANS: Mr. Cha1rman , before we get started 1 have an 

15 a~1n1strat1ve quesc1on t o ask . Did EREX, per chanc , 

16 punch toes e holes? Ha , ha . 

17 H~. KA~SER : No. Actually I th1nk 1t was Hunter, Smlth & 

18 Dav1s. I have a new legal assistant . 

19 HR. EV~~s: Your three hole b1nders are a whole lot diffe ent 

20 

21 

22 

23 

than our s . 

HR . KAISER : !'o golnQ to hand out the revised Exhibit B. 

Once aga1n , the only di fference i s the one submitted 

t he appl1cat1on -- we actually have the docket numbe 

th1s one. (Pause. ) 
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6 

7 

8 

9 

10 

11 

t2 

13 • 14 

15 

16 

17 

t8 

19 

~ 

21 

~ 

~ 

24 

3 

• 

GEORGE HEFLIN 

a w~tness who, after having been previously sworn, was 

exami ned and testlfted as follows: 

DIRECT E~NATION 

BY HR. KAJSER : 

Q. Hr. Hefl tn, would you pl ease state your full name fo ~ 

record and who you are egployed by and in what capac ~ 

A. George B. Heflin. I'o ~th Equitable Resources Bxpl ra

t~on . I'm landman, lease acquisitions and ptpelines 

Q. Do your respons~lllttes tncl ude the land involved h re 

ana 10 the surroundlng area? 

A. Yes , they do. 

Q. Are you famlliar with Equltable' s applicatton for tn 

es tabl t shQent of a dr1ll1ng un1t and pool1ng order f r 

EREX wel l v -3 121 wh1ch was dated November lOth, 1994 

A. Yes, I ac. 

Q. l s Equ~table seeKlng t o f orce poo l the drilling righ s 

underlytng the dr tll tng and s pactng unit as depleted at 

ExhLb~t A o f thts nppl1cat1on? 

A. Yes, we are. 

o. Has Equltabl e applied for a permit and t s a permit n w 

pend1ng before t he DHMB? 

A. Yes. The pa~lt ~s dated November 30th, 1994 • 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.! 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

;., . 

Q. 

A. 

o. 

Does the proposed un1t depicted at Exhibit A include all 

acreage w1th1n 2 .6~0 feet of proposed ~ell V-3121? 

Yes , l t does. 

What was the 1nteres~ of Equitable in the unit at th 

t~e o f appl1ca t1on? 

97.52 percent . 

Are you fac1liar w1th the ownersh1p of drilling r1gh s o 

parues ocher than Equitable underly1ng thl.s unit? 

Yes . I an. 

Wha t 1s the percentage of unleased acreage at thls t e? 

2. 48 percent. 

Are all the unleased parties set out in revised Exh 

B? 

Yes, they are . 

Subsequent t o the fil~g of the appl1cation have you 

con t~ued to attempt to reach an agreement with the 

res pondent s lis t ed at rev1sed Exh1bit B? 

Yes, we ilre . 

Pr1o~ to the f1l1ng o f t.h!s application ~re eff orts mad 

t o contact each of the res pondents and an atteapt e t 

work out an agrement r egard1n0 the development of tb 

un1ts 1nvolvedi' 

Yes. 

Subsequent t o the fil1ng of the appl1cat1on have you 

cont1nued t o attempt to reach an agreement with the 



• 1 

2 A. 

3 Q. 

5 A. 

6 Q. 

7 

8 

9 

10 

11 A. 

12 n. 

13 • 14 

15 

16 

17 

18 A. 

19 Q. 

20 

21 A. 

22 o. 

23 

A. 

25 Q 

• 

responden~s l1s~ed a~ revised Bxhib1~ B? 

Yes . 

And I thlnk as a resulc of ~ese efforts you have no 

acqu1red any add1c1onal leases? 

No , we have no~. 

were any efforts made ~o decerutne 1f the 1n~v1dual 

respondents were 11v1ng or deceased or ~eir whereab uts 

and 1f deceased, wer~ efforts made to determine ~e 

naoes and addresses and whereabouts of the successor 
I 

to I 

any deceased 1nd1v1dual respondents? 

Yes. ~e~e were . 

were reasonable and d1l1gent efforts made and s ource 

checY.ed to 1dent1fy and locate any unknown heirs, to 

1nclude pr1mary sources s uch as deed r ecords, probat 

r ecords , assessors records, treasurers records and i 

addltlon s econdary sources such as telephone directo ies 

ctty d1rector1es, fam1ly and friends? 

That's correct. 

In you= profess1onal opin1on was due dl11gence exerc sed 

t o locate each of t he respondencs named herein? 

Yes, 1 t was. 

Aro the addresses set out 1n rev1sed Exbibic B to th 

oppl 1cat1on the last known addresses for the respond nts 

Too t's cor rect . 

Wl th the exceptlon of those parties which you are he eby 
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3 

4 

5 

6 

7 

8 

9 

10 

n 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A . 

Q. 

A . 

Q. 

A. 

Q. 

A . 

Q. 

A. 

Q. 

dism1ssed from chis proceed~nq are you requesting tb s 

Board t.o for ce pool all other unleased i nterests l1s ed 

at rev1sed 5xh1bi t B? 

Yes, we are . 

Does 5q\u.Cable s eek t o force pool the drilling rtqht of 

each in~v1dual respondent if living and if deceased th 

unknown s uccessor or successors co any deceased indi id

ual respondent? 

Yes. 

Are you s eeltl.nq t o force pool the drill10g r ights of the 

person destqnated as trustee lf acting in the capaci y o 

trust.ee and 1£ not. act1nq 10 such capacity are you 

seektng t.o for ce pool t:ile drtlling right:s of the sue ess 

or of such t:rustee? 

Yes, we are. 

Mr. Hef l tn, are you faol.liar wi th the fair market v ue 

of the dr1ll1ng nght:s 1n t.he unit here and in the 

surround1nq area? 

Yes. I am. 

could you advi se the Board , please, as to what those are 

A s5 pe~ acre constderatl.on , a five year term with a 

one- e1ght.h royalty . 

Dld you ga1n t.h1s fam111ar1t:Y by acquiring oil and q s 

leases and other agreements 1nvolving the transfer o 

ar1ll1na r 1ght:s in the un1t 1nvolved here and in the 
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• 

• 

surround1ng area? 

Tha~ ·s correc~. 

1 

2 

3 

• 
5 

6 

7 

A. 

Q. In your opin~on do the terms you have testified to 

represen~ ~he fa~r market value of and the fair and 

reasonable compensat1on to be paid for dr~l~g r1gh s 

with~ th l S UOlt? 

A. Yes , lt does. 

a HR. KAISER : Hr . Cha1roan, at th1s time we ' d ask once aga 

9 to 1ncorporate the previous test1mony as to election 

tO opt1ons, part1c1pat1on and escrow. 

t1 HR. OiAIRHAN : Okay . Granted . 

12 o. (Hr . K<u.ser con t 1nues . ) Hr . Heflin, who should be n ed 

13 

14 A. 

the operat or under the force pool1ng order? 

Equltable Resources S~~loration. 

tS HR. KAISER: I have no further questions of t.h1s wi tness t 

t6 thl.s time. 

11 HR. CHA I R.'-!AN : AnY questions, cember s of the Board? on y ur 

ta locatlon plat map at 2 :00 you have at tract eleven a 

t9 ll. ~t l e square area blocking the corridor off over th re 

~ -- t wo areas up i n th1s corner. ~hat's happening th re? 

21 H?. HEFLI N: That is a large tract and as you s ee we have lan 

~ hooks . 

2:1 HR. CHAIRI-'..AN : 7'V1ng t hat to trac t eleven? 

24 v p. HEFLIN: Exactly. That's a contiguous tract . That t act 

~ extends on outslde of ~he unit . 
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HR. KAl SER: Does squi t able Resources own thal: tract in f e? 

H.R . HEFLIN: Yes. we do. 

HR. HA.RR:S : It ' S called a land hook? 

KR . HEFLIN : R1gbt . 

HR . HA.q;us: I s that a standar d s yabol ? 

HR . HEFLIU : Right . Tha~ shows were your con~iquous are ow 

froc tract t o trac~ t o t ract. 

H..~ . OiAlRMAN : I chdn • t know when you bad i t quartered of up 

t he r e 1n the corner llke that if there was some~g 

omltt ed or - -

HR . HEFLIN: No. It' s JUSt the way t he tracts came in 

t ogether . The o1l and gas owners~p i s one 1n the s e . 

HR . CHAl.RMAl~ : Thank you . AnY other quest1ons? 

(Witnes s s tands aside .) 

ROBERT A. DAHLIN , II 

a Wltness who , af~er hnvlnQ been p r eviously sworn , was 

ex~21ned and t es t 1 f1ed as f ol lows : 

DI RECT EXAMINATION 

9V MR . KAI SER : 

0 Hr. Dahl l n . could you please s tat e your full name fo tb• 

r~cord. who you' r e employed by and ~ what c ap ac1ty? 

A. ~ob~rt A. ~ohl1n, I I and I ' c ec ployed by SREX as an 
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• 

2 

3 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

o. 

A. 

Q. 

A. 

Q. 

A. 

Q . 

A. 

Q. 

A. 

production spec1al1st . 

And have you previously testified before the Virgini Gal 

& Q}j Board and have your quallfications a& an 

w1tness prev1ously been accepted by the Board? 

Yes. s1r. 

Do your responsibili~ies 1ncl ude the land ~volved h re 

and 10 t.he s urroundwg area? 

Yes, s 1r. 

Are you fam111ar W"lth the proposed exploratl.on and 

d~velopcent o f the unit involved here under the appl -

can~ · s proposed plan of development? 

Yes _ no. 

would you please s tate the total depth of the propos d 

1n1t1al well under t he appll.can~· s plan of developme t? 

5 .~90 f eet. 

I've ~ot ~ . 595 feet . 

Okay . ~. 595 fee t . 

18 HR. KA:SER: Le t the record s tate the proposed depth of t e 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

o. 

;, . 

~el l w1ll be 5 ,~ 9 5 feet. 

(Hr. Ka1ser cont lnues.) Wll l this be consistent Wlt th 

fo~at1ons llsted 1n the well work perm1t? 

Yes , 1~ w1ll. 

And w1ll th1s be s uff1c1ent to penetrate and test th 

conmon sources o f supply in the subJect formations? 

Yes . s 1r . 
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25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

c . 

A 

o. 

A . 

Is t he appl lcant request1no the force pooling of con en

tlOD3l gas reserves not only to include the desiqnat d 

for=a t 1ons but any other forDations excluding coal 

foraat1ons wh~ch may be between those formations des qn

ated f ro~ the s urface to the total depth drilled? 

Yes, ta r . 

W1ll t he lDltlal well be at a legal locat~on? 

Yes , s 1r. 

What are the es tlQated reserves of the un1t? 

400 mill1on cubic feet . 

Are you faol11ar with the wel l costs for the propose 

.1n1u.al un1t we ll under the appll.cant' s plan of deve op

cent? 

Yes, s1r. 

Has ~ A~~ been rev1ewed , s1gned and submltted to th 

Board? 

Yes, s1r, 1t has. 

was th l s AFE prepar ed by an eno1neer10g department 

knowleaqe 1n the preparat1on of AFEs and knowledgeab e 1 

r egard t o wall costs 1n thls particular area? 

Yes, s ir. 

Does the AFE r epresent a reasonable es tiaate of the ell 

cos t s t or the proposed unit well under applicant' s p an 

Of d-?V . .l OPlll~nt? 

Yos. 
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• 
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6 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Q. 

A . 

Q. 

A. 

Q. 

A. 

Q. 

could you please state for the Boa.rd both the dry ho e 

costs and complet ed well costs for this well? 

Dry hole costs are 5139, 150 and the coapleted weLl c s t s 

are 5245,250 . 

Do these costs ant 1c1pate a multiple co~apletion? 

Yes. sir . 

Does the AFE 1nclude a reasonable cbarqe for supervi ion 

Yes . s 1r . 

In your pro fess1onal opin.lon , Hr . Dahlin, wi.ll the 

gran~ing of tb1s appl1cat1on be in the best interest of 

conservation, prevent1on of waste and the protectl.on of 

correlat1v~ r1gbts? 

A. Yes. Sl.r . 

MR. KAJSER: I have no further questions of this witness, Hr . 

Ch a l. man . 

HR. CHAI?~: Questl.ons, cembers of the Board? 

(Witness stands as ide.) 

M?. P~IS: Th1s 1s JUS t so minor that I really bate to rio 

it up, bu ~ on the front of the AFE it says project d 

well l ocatlOD it says state and county and you have 

W1se. we may have been do~q that all the time . I on• 

know. Si nce that says state and county s hould we b e 

~ say1ng W1se . Vi~g1n1a? L1ke I s a id, this is very m or . 

24 MR. ~SER: lt does s ay a new Vlrginia well up above tba • 

~ HR. HARRIS: Yeah. It's probably no~ necessary . 

17 
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• 

2 

3 

4 

HR. EVANS: That' s for your internal stuff . 

HR . KAISER : Yeah . 

HR . DAHLIN : we do have some var1ous forms that particula 

engineers use. 

5 HR. HARRIS: It' s not an ~portant 1ssue then. 

6 HR. CHAIR¥~ : Other questions? 

7 (Witness stands aside . ) 

a )oi.R. KELLY : M.r. Cha1rman. I move the application be appro ed. 

9 HR. LEWIS: ! s econd 1t. 

tO KR . CHAIRMAN: we have a motl.on and a second. AnY furthe 

tt 

12 

13 

14 

15 

16 

17 

18 

19 

21 

ruscuss1on? All in favor sl.anify bY saYUlO yes . (AJ L 

AFF IRM. ) Opposed s ay no. (NONS. } UnanimOUS aPPrOVI 1. 

Thank you. 

HR. ~SER : Hr . Chal.rman. I'd l1ke t o take this t~e to han 

the s1nce 1t' s the l ast docket of the year to tba1k 

t he Board : or their efforts and tbelr patience and a 1 

the1r good deeds. I know you don't always feel like 

you're partlcularly apprecl.ated but I know that we 

aopr~c1ate you and Equi table Resources appreciates ycu. 

We'd like to w1sh you a very merry Chrlstmas and a hiPPY 

22 XR. CHAI!U-'~ : Thank you ve ry much. Herry Christmas to yc u o 

23 

25 

behal f of the Boa~d to all of you . 

(End of Proceed~n9s for 
December 13, 1994.) 
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CERTIFICATE 

COMMONWEALTH OF VIRGUUA 

COtR.""&Y 0!" WASHINGTON 

I , Deboran J. B1se, Not:ary Public in and for t:he co 

wea l t:h of Virgtn~a. at: Large, do hereby cert:lfY t:bat t:he 

f orego1nq 1s a t: rue ~ranscript: of t:he proceedings bad 10 e 

V1~g1n1a Gas and o~ Beari ng on December 13, 1994; that: a 1 o 

said proceeding was elec~onically recorded and was reduc d 

t:o wr1t:1nq by me and t:hat: sa1.d transcript is ~ue and cor ect: 

to t:be best o f my abil1t:y. 

I f urcher certify that I am not a relative , counsel r 

attorney for e 1ther par~y . or ot:herwise interested in the 

outcoce of thls act1on. 

G:VEN under oy hand this 4 th day of January. 1995 . 

DEBORAH J. BISE 
NOT ARY PUBLIC 

Hy co~1ss1on exptres september 30 , 1996 . 
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