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che .Las C1IE wWe continue it. i W2 Ccannot get The
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LB = MI. reary by ta= March docket my guess
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oNe 1n Marchn. =11 We are prepared to hear Itep II now.

CHAAIRMAMN : Dkay. That will be continued to March.
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-04£92. We'd ask the parties that

Boara in this matter to come forward

Rasources
D2 Mr. Geordge Heflin and Mr. Bob

ntroduction this is'a modification ci

'ne elrective date of the order was

il
N

| =

tE0 on the agenda is a petition from
EXploration ror an order modifying a =

J9/20/-0474. That 15 today's docket

members ot the Board, Jim Ealiser 01

L

xplo

Ly
(#-]

tlon. CUur witnesse

. was originally ponoled in

At O Oour continuing due

additaonal hexrs of James

parties.

apelication to medify the interest

nd traccs or anywhere

lntersst

o Anna

worley Mullins, husband

WlthesEes:




GEORGE B. HEFLIN

having been duly sworn, was examined and

DIRECT EXAMINATION

Tate your name, who you are
what capacity?

quitable Resources Exploration, lease

include the lands involived

surrounding areart

application for the

"X well VC-=-3225, this

e

force pool tha drilling rights
and spacing unit a=z deplcted at

application f£or modification?

guitable own aril.ing ©ights in the unit




| i i
4 Ve el el
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Parcent.

-+<4 PeIcent orf the gas estate e unleaseg

7- % R -1 time I'a l1ike to hand out our rinal
¥ B fo 45 Well ana then I'1l] have Mr. Heflin go

(i 80a =2Xplain what intereste
<1 Waat Interests have bean modified and

l Wiy --10nal _.eases have been picked UR and whart

24 |l
m=deLi0ias parties wa seek to force pool.

25




Mr. Heflin, are all the unleuﬂaq
revised Exhibit b7

application for modification were

eacn of the respondents and an

an agreement regarding the

rnvolved?

E<7 =

g of the application have you

Loncin

uec -Tempt T©o reach an agreement with the
I listed at

U_.eas

| [
el L=

Exhibit B?
COrreq

=5

diT TIorts have you acquired other

1dents listed as unleased owners?

€eases subssquent to the original

1 NOVembDer

oz 19947

ddcltion To i1dentifying those parties if

interest in Tract 3 have been

heirs and the
that we're seeking to force pool?
W1ltnh Page 3 of 12 under the Jameg M.
Turther research of the James M.

interest in thiem

tract and alsr




reviewe some of the life estates and determined what

interest that they have and we've set out the life eastatH

=mf

in, for example, the Bell Day Callhoun hezrﬁ

Jim Day. That's the only change you'll see on that
On Page 4 of 12 we did the same thing for Kather-
ina White, widow, life estate, ﬂuls Miller, Ray Whice,
ANita Brooks, James Wnhite, Clova White, Della White. We
this taime her life estate interest
ether nNearing we didn't have her leased.
Can I 1ntTerrupt you just a second? On Page
believe you said Clova White and we have —-
erry. I Jumped down. Clova Rinser.

I Just wanted to make sure.

Tound Anna White who
found the name Anna
thilis time to locate her. So
UNANOWN . John White was ‘on the other
and his real name 1s Rayden.
reéctlon on the new exhibit
since the last hearing.
Jictoria Chisenhall Mullins
Since we submitted the revised

Lo you today you'll notice that

changed the_interes:s. Everyoni
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? che nNew adaltional people and interests involveg.
|
3 faat pretty well summarizes Tract 3. On Page 7 of 12,

Tract 9, in the original forced pooling we had Roberrt

5“ alort ana Flossy Short. They sold that Plece of property

I © Lonald Wayne Clark and Darenda Clark and we've noted

L. On Page 1C of 12, Margaret Holling-

b |
-

|

tiiat on tkhe exnh:r
il
N The original exhibit we submitted we

L
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i
'@ Margaret Honeycut Emory. Her name and adaress hoth

il : .
g Aave chanced since the original exhibit and we've since
11 eyl i * L - o -
~dASL a4 _ease rrom ner as well. And that Prectty well

12 . ;
summarizee all or the changes teo the revieed exhibhit.

IGGS: I have a question. n terms of the modificarion

1311TTES
LA wialch o1 the partles shown on Exhibit B are going to 'be
151 SidLiltiec TO0 make a new election? How are you 1de*:1fy1ud
16 if Lhe parties that are being noticed as opposed to tiose

17 @GO ere entitled To make an election under the modifi-

18 cation or 1s evaryrody who's unleased in Exhibit B going
19 C Ntltiled TO a new election?

<0 KAISER NO. We woulc take the position that only. those
a1 PEOP-& whose interests changed in Tract 3 would be

¥
|
il
X
D
h—

LeCLlon.

RIGGS: --12L€'5 Nooody other than the heirs of James H..|

24 S e s g e .
iT are pesin JiVeén elections under the

| 9
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Wiy RALSER: That's correct. And cbviously only the unleased
2 parties of those =- we have leased some 0of those add-
L ~-il0onal nelrs as Mr. Heflin pointed ourt. We did,
‘n nowever, provide notice to everybody who's unleased whos#
5 interests changed period wnich would be the same thing.
6| MR. CHAIRMAMN: What about Tract 9 with the Clarksg?
] :
7 THE WITNESS Tney were -- subject to the lease with Rober:
EI Anc -.lossy Short when they sold the PrOpercty to the
9 -~aI'Ks tThey sold 1t fz2e -- their surface inner minerals
1)
10 and therefore they were subject to the lease that we had
"
LL Witi the Shorts. We contacted them and d:scussed the
I
12 Macle waith amn.
13 || -
! CEAIRMAN: GOray. Questions, members of the Board? Do Yﬂﬁ
14 " ! 3 o A e :
J \Iyining turther of this witness?
15 - A\IS5ER €8, Mr. Chairman. Just as curtcher clarificarciold
= Or 5. Rigge. that would appear to me -- I think welve i
17 PLOD&DlY got five parties that will receive elections in
18 i i
19 H-GGS5: Do you want to ldentify them? = might be easier
20 1 tie order o name them then To try to refer to the
21 P LS
E? 5 I =l - 5 ol S ] | 1 TS : =
KAISE] 2a.. -~ =4ink 1t will be. I'd be more than
23 i ) e T - : - £ -
do that IT would be on Page 3 of 12, Jim and
24 'R ™ i B : | N N " - | 1
! - &t L, 5 Wil !' 160 - "j- - = 3 Rlltﬂ HﬁblnEttE Emlth- Dn Pﬂg
25 ) : : F
=<, HAZel and Johnny Craft. on Page 6 of 12, Randy
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and Gwyn Chisenhall. Also on Paqelﬁ, Terry and Reaglina
Chn_senhall.
(M1, Xaiser continues.) Mr. Heflin, were any efforts
made to determine if the individual respondents were
living or deceased or their whereabouts and if deceased
ne the name and addresses ané
SUCCEeSS0IS To any deceased individual
respPOoONa=nts?
There was.
aple and dilig=nt efforts made and sources
t0 ldesnctiiy and location unknown heirs, to
de Primary sources such as gesd records, probate
T2Ccords, ASsSessors records, treasurers records and
58C0oNnCary sources such as telephone directories, city

and frxends?

was dua diligence exercised

dents named herein?

in revised Exhibit B to the

n addresses for the respondentsy

0of tnhose2 parties which you are hereby

m this proceeding are you ragquesting this

1ll other unleased interasts listed
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= revisea £Xniblt HY

A . Yeg.
i 3

3 Q. Uoes Equitable seek to force pool the drilling rights of
’ eacn ilnaiviaual respondent 1f living and if deceased the
5" UNKNOWn SUCCessor or SUCCEeSSors TO any deceased individu+
6 al respondent?

4| Yes, we are |
8 Q. Is Equitable seeking to force pool the drilling rights of
5“ Clle person a2s5ignated as trustee if acting in capacity

10 of trustee, and 1f not acting in such capacity 1s

‘1" Equitaple seeking to force pool the driiling rights of
’2" the successor ot such trustee?

= i Y B,

L MC. HeZlin, are you familiar with the fair market value
15 T arailling rights 1n the unit anvolved here and in the
16 SuCrounding area

14 \ Yes., I am

18 NOU.C ¥YOu aavise the Board as to what those ara?

19 g Ve

iLie CONnslaLraclon, rive year tern. one=-eighth
21 T - TR St I e el s x

<=t YOU gain Your familiarity by acquiring oil and gas
e 23923 oalbed methan:2 leases and other dcreements |

~-voivine tne transier of arilling rights in the unit

|
- |
24 || .nveolved here and in the surrounding area?




2 tepresent the fair market value of and the fair and

I ;
3 teasonable compensation to be paid for drilling rights
s wilthln this unirc?
5 I

A Yegs, they do

6 | Q DC you recommend thart I'espondents listed at revised

fl
7 EXN1D1T E who remain unleased be allowed the following
E" OPTl0ons with respect to their ownership interests within
9“ ©O€ unit; 1) Participation. 2) A cash bonus of §S PEr net
10 i mineral acre plus a one-eighth of eight-eighths royalcy. 3
LU 3) In lieu of tha cash bonus and one-eighth of eilght- .

" o
12 2200nTtns royalty share in the Cperaticon of the well on a

LE car-ied basis as a carried operator under the following
. |

14 conditions: Such carried operator shall be eptitled to

15 | -hi€ Snare ot production from the tracts pooled accruing

16 -0 N1s interest but ciCiusive of any royalty or over-

17 ~1CINg royalty resasrved in &ny leases, assignments

19 LR2Te0r or acreements relating thereto of such tracts but

19 Q.Y azIter the proceeds allocable tc his share egqual A)

<0 -UU percent oif the share of EUFh COSTs allocable to the

21 _OCerest 0Tt the carried -Perator c¢f a leased tracct or

e pOl-ion tnereof, or B) 200 percent of the share of such

< "08ts a.locabls to the interest of the carried operator |

=S -} Hl’ieased tract or portion thereof?

25 x
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Da you recommend the oraer provide that the elections DY
respondents be in writing and sent to the applicant at
guitable ! L Exploration, P.O. Box 1983, Kings-

attention George Heflin, regulat:

<or all communications

forced pooling order?

the forced pocoling order provide
is properly made by a
shall be deemed to have

iieu of participation?

eased respondents be given 30 days from the

la written elections?

pondent 2lects to participate should
civen 45 days from the latter of the

to pay applicant for respondent's

I well coets?

aypect the party electing to partici-

that party's share of completed
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1NALt"'E Ccorrect.

Should the applicant be allowed 60 days following the
recerding date of the order and thereafter annually on:
that date until production 1s achieved to pay or tender
any cash bonus becoming due under the forced pooling
order? | -

Yasg,

Do you recommend the forced pooling order provide thart 1if

'J

‘espondent elects to participate but fails to pay the

a

L3
L
1

pondent's proportcionate share of well costs satis=-

-

factory to the applicant for payment of well costs the

respondent’'s election to participacte should be treated as
naving peen withdrawn and void and such respondent should

De Treated jJust as 1iI no init «~l alecticn had been triled

~JC You recommend the forced pooling order provide that

regarc to the payment of well coste any cash sum becomind

E2yable To such respondent be paid within 60 days after

|
[ =
e
i
T
-
-
i
-
T
Q
b
x
=
B
]

made satilisiactory arrangements for the payment of well

L
0
|

mmend that the order provide that 1f a

13

iere a respondent 2lects to participate but defaunlts in

1 such respondent could have paid o1




regpondent refuses To accept any payment, including any

paymant aue unagsr saia order or any payment of royalty o]
cash bonus or said payment cannot be paid to a party for
any reason or thers i1s title defect in the respondent's
interest or in th of conflicting claims to the
coalbed metnane operator pay into an escrow account
creatad by Board into which all costs or proceeds
attributable =o conflicting interests shall be held for

mene: until such funds can be paid to

of this Board or unt:il the tirtle

clalm 15 resolved to the ﬂperatnr'*

operator under this forced

iembers of the Beard?

(Witnessg stands aside. )

or 1ust a couple of minutes

sure I gave Ms. Riggs the propej

lave a guestion about that, tToO.

you'll bear with me wa'll go back through
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you

RAISER:

RIGGS:

unleased. D2xd thar
XAISER: VYes, 1t did. So that's another
CiiecXx anc make surs the other five T gave
IGGS Those are all unleased and the two
.l23Ee0 ThAat weren't named are the
FATISER ~gnt
IGG -2 Those seven are all
BLF R1ign< - Just wantad
=10UgHN ==

ord nd thelr interest

=HESS 2T would nave had to of changed.

! ; T wcula nave to 1f vou added

A E - JUET want to make surae of

I Yeal

gay

Wil. De deemed To have leased 1f she doesn't come

L]
ol

-

e

104

ETL |
- e

uale.

T

'he two I had guestions about is I thought

heatrd

tnat you added Anna White.

Yas, burt 15 unknawn.

5le

She would still have a right of slection although

SO w2 need
I'm SOITY.

What about Bu

0 add her.
You're right.

rton Day estate?

That's the other

<ITerest change or were they =--

“0 mare sure

L]
&

ocne.

did not change -- gf

arcilesg,

that.

rou

Let

clat were

Just gave you.

Tae unleased shown under

the other

=1 They were unleased under the prior

cCourse,

I would

me

I
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"I MR. RAISER: Rurh iobinette did change. 8o there will be |
2|l S2Ven parties to receive elections under the mudif;catlu*
3“ Der that order. Mr. Chairman, I don'< have any further
4" questions of Mr. Heflin at this time.
5" MX. CHAIRMAN: cCall your next witness.
| MR. KAISER: 1I'd call Mr. Dallin at this time who has been
’ sworn.
8
8 ROBERT A. DAHLIN, II
‘“: 3 Witness who, after havinag been SLaviously sworn, was
n =#amined and testified as follows:
12 |l

|
= DIRECT EXAMINATION
1% i
S = ’-i_ _1.:;:‘:‘__ l
16 - nou-d you please state your name, who you're employed by
1 n i1at capacity’
18 i, Y name 15 Robert A. Danlin, II and I'm enrloyed by EREX
'9 48 4 proguctio; SPeclalisrt
<0 = ¥YOUu ever testified Dafore the Virginia Gas and 011
21 Board and have your qualifications as an expert witness
22 Ri=Viously been acceptad DY the Board?
23 y Ve
4 ! ==P00sibillities include the lands invelved hera
25 =i Lae surrounding area?

18
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edoaable
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wall

oy
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el
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of the proposed wa2ll under

n

the wall costs for the proposed

under applicant's plan of development?

reviawed and submitted to the Board?

pared by an engineering department

-
=

1@ preparation of AFEs and Xnowledge 1iI

OSES this area?

LIl
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16

17

19

21

24

25

Corfelative ricghtg?

1e BAL . 1 wou.g

JCes tThlis AFE anticaipace nultiple completion?

= t does
RAISER: i ave no further U8stlions of this witness at
thls Time., Mr. Chairman.

{AIRMA? JUEStions, members of the Board? Mr. Dahlin,
’ U marKe these estimates -- I know we've talked

Joes this AFE represent a reasonable estimace of the wel]
COSTEs of the proposed unit well under the applicant's
pian of development?

Yes, 1t does.

Could vou please state both the dry hnlé COSts and the
completed well costs for the Roard?

Tre dTy hole costs are $65,444 and copnpleted well costs

Does this AFE include a reasonable charge for Supser=-

D your professional opinion, Mr. Dahlin, will the

‘e 1h The past, but how are they made? How
thecs estimates accumulatad each Time for each well?

\LE Tley Dased on any actual COStE that you're incurring

-




fes, they are. We pericaically review our

revised and currently to reflect the current bide

the Board to provide actual
I was current with that up
Wnat I've Deen doing is reviewing any
addit:ional costs as they come in and change the registra-
believe our wording was
and completion is how the Board ordered.
naven't nacd continuing changes in those categories
last month. This month I don't know because oul
1T on us. I haven't been able to reallocate
. 'R unaware of where we stand as of richrt

w

De accumulated and sent to Mr.

ADSent any Board orders or anything, do you as
rdctice maintaln actual costs that you'lre
e wells?

Any cther questions, members of the

jo0a guestion, Mr. Chairman. That

wWednesday when somebody represented

JUst Thouant I'd explore that a little birc.




RAISER: L have notning further, Mr..cChairman, of this
wliness at thls time.

(Witness stands aside.)
CHAIRMAN: Do you have anything further?
KRAISER: No, nothing furcher.

LEWIS: I make @ motion that we grant this applicatioen.’

CEAIRMAN: IWOL10Nn TO approve.

CHAIRMAN: and a second. Any furcher discuss-

ion? All in favor signify by sSaying yes. (ALL AFFIRM.)

Upposed say no. (NONE.) It's a unanimous approval. -




\ M2. CHAIRMAN: We've got some business to take care of. He‘rw

=E e

2 going to discuse the Gas and 0il Regulations. We alsgo

3" nave that on the agenda to talk about today. You'‘re

. Wwelcome To s1Tt 1n on that if you want to. We'll take |
| five minutes and let me get a little better organized

- heare, I
7| (AFTER A BRIEF RECESS, THE HEARING CONTINUED AS EOLLOWS: )

Eu MER. CHAIRMAN: It doesn't have anything to do with the rules

3 but has to do with -- just to share with you an order .
‘“" trom the State Corporation Commission for the Virginia

n Gas Storage Company. They come to the Board and have a I
‘2“ field test golng con for storage of gas underground and
13I tO2Y Now fave a SCC order for noring and hearing that for
"F c0e present Time establishes life duel jurisdiction

15 because they're under order of thne Board and then they'rd
1Em d-S5J COOLNGg unaelr” State Corporation Commission juris-

i/ diction. Now, 1it's there intent to get themgelves

19 2stablished -- I'm not trying to misrepresent this —- as
19 £ UTI.1TY. And when they become a utility cthen they will
20 probably come Dack before the Board and ask the Board to |
el Gissolve 1t's order and allow them to come under SCCYs
Zz1 jurisc.iction. I'm not representing thar they're going

= t i@t -- I'm not representing to you that that's

24 what theyv plan to do and I'm certainly not trying to

25 i

Lfiterject my thoughts in what they should or may do. I




JUsSt trying to inform you that this is going on. Do you
want to say anything, Sandy?

RIGGS: I think you're goling to get into the regulatory
review and what the feeling was with --

CHAIRMAN: 18s5.

RIGGS: Well, that didn't come -- yeah, that was in the
Soard recs.

CHAIRMAN: 1ight I'll Talk about that. If you have any

questlons because I'm just doing this informally.

tO Keep you apprised of what some of the
§ince our last meering.
0f coming with storage regs?
I askKed him, was he going to get to

['l]l get into that and you all may want

I'm bouncing around a little bit on
J.C. Franks at one time

titles this, I guess, maybe
, and I don't know if he has §'
'S written Tom Fulmer and I in

aware of some of his concerns. Here

making you aware of this concern. I'm

O take any action. I'm just making

ag you have future cases vou might be aware of

nings that get brought to our




|

I
! attention. Mr. Franks has a lease and he has brought to
2 the Board concern about the Board's field rules in the i
3 past and he has alleged that the rules are favorable to
4 the companiles and not favorable to the people that own
5" the gas and that there's a 1ot of area where the person
6 that owns the gas 15 not compensated. He goes through
7 his lease 1n this particular document and talks about --I
- ne doesn't make any direct challenge to the Board order
9 but it appears that he's saying that the arﬁer intereres
10 Wwith Nis lease 1n some manner. That's how I read 1t
1 anyway, that he's saving that the lease expressly
12 prohibits deduction of taxes for PGP, yet they may
13 includa these are part of theilr costs. He'"s talking
L about other kinds of things that he had in his lease
15 versus the Board order. I don't know how the Board ever
16 . ssues an order that -- of course, our orders are not
L fesicned to interfere with leases, private leasze agraee-
'Eh Dents wlth companlas That's the bottom line. So I
= would say to the extent that that's been construed to
20 nave done this it's the position of the Board that the
el SC0Arc & Order dlan't grant nor take away any lease rights
22 O 1n vidual parties
< RIGGS: [ think the statute specifically says that; that
24 E e
= “HAINMAN: That it cannot.

|

25




I
i
'l Ms. RIGGS: Richt.
2] MR. CHAIRMAN: So I don't have anything further on that. If
= you have any gquestions -- I just here again want to make
1 yeu aware, Now, to go to the regulations; I'm going to
3 hand you a document entitled Firsct Draft which is the Gag
Sl and 011 Eoard Regulations edited for the written comment
| that was received by the Department on behalf of the
8 f Board following the initial announcement that the Eﬂardf#
9" 9Qi00 TC reconsider 1t's regulations.  This 1is part of
L Governor Allen's order to 1nsure that regulations are
"" reviewed Zor simplicity and clarity and to have the least
=1 thterzerence with business development. ‘I'm .going to
13 nand you a document entitled Second Draft-of the same
@
14 feguiation that incorporates the comments that the Boarg
15 tecelved tarough a public meeting that we had on the
15 regulations last week. This is going to be the most
17 Fecent edited version of the regulations incorporating
18} “+- comments that we've received to date. On the agenda
4 MEXT month we will have these regulations for the Euard‘*
= consiasration and approval so that they may advance in
2 Oz Governor's review process. I'm willing to spend
’ < #AATever tiae and do this in whatever manner you £ind
= “est helptul. What I plan to do 15 to walk you through
2 | =115 drart -- this sacond draft and Point out changes.
= L you have any different way'you want Lo ‘do that please
¢ .
I ab




24

Al L
B e

Senny, I do nhave a real quick question. After

the cover sheetr, the table of contents, items 17, 18 and

EO0e O The ctner pages are marked out. What's ==

CHAIRMAN: Ae we get into this it's proposed deletion of

tNose2 Bectlons.

HARRIS: 0Okay. I wanted to know what that meant.
CHAIRMAN: On Page 1 of the definitions -- of course,

You r'e not golng tTo see i1t when you turn in there. L]

naa attempted to and had recommendation to use the term

"claimant® and define it. We have stricken that. oOn

rdce < we've stricken the meets and bounds because we're

using those now and we have used onlv the terr

ceve.opment plan" in the definition rather than "or

p.ans" because the Board regulatior

reglstered operations

only rerfers to the mine development plan in the Board
SSCTIOn in the law only refers to mine development plan.

|

1€ Department regulations and other places in the
Etatuce r operations plans. The
tlat ¥ou see on Page 3 all deal -- the first one

§ P - - g = ¥

‘B taere 1n Bl, "IIZ the 30th day falls on a weekend or a

<+2Gal nolicay the deadline shall be the Prior business
day <[5 i§ TO 1insure that we have the full 30 days
PIiCT To the date of the hearing. Some of'this may ‘not |
MaRE Eense -- we've been doing it, but it 'was to clean uj

27
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the language so that it said that.

MR. KAISER: From BOGA and then the public hearing.

MR. CHAIRMAN: From the written Coments received in the
Public meeting. These are all proposed changes. Thea
document I‘ve Presented to vou today, referred to as
Second Drafz, would be the document that we're bring to
YOU as a product of the worlk group Deeting and ﬁiscussluk
that would be repressnred co the Board asking the Board
CO approve that at nex- Teetlng -- not this mesting but

IeXT meeting to move forward 1n the Govarnor's review.

MR. KELLY: We assume this -- PUrporting this is what we Want
MR. CHAIRMAN: RIght. That's rignec.

ce conteaxt of the ieary appe=al becanse you'ra
WOI'X1Qg -- prior business day gives you the full 30,
<iGnTs That's right. Ic's wWien 1t's the next tha=- you

CeT cut short on thart because if j='sg on a weekend and

| -..J'I.._ 1!,1. ; Hl.-*!ii‘l' L D5 e
M5. RIGGS foUu pay lose a Cay and that's how wWe got in the
Y =UATl1on

RALISER: wWell. the Yeary situation was also in February -

+ LhlnX 1t was in Mareh :s PAart or what happened, Too.
13, LGS Jkay. S0 1t is PTi10r, not next.
<8
LR %




MR. KAISER: And that's what you've been doing.

MR. CHAIRMAN: Uh-=huh.
RIGGS: Because you're working £rom the deadline back as
Opposed to here forward. :
KAISER: And 1t's happenad in the last six months where

1t's actually been 32 or 33 days because of this exact

situation.  Th clarifies exactly what the regula-

deleted -- the old 4A. And
th

4% Ierference 15 already in the law. It's nort necessary

0of our review for minimizing the

net repeat unless you have a specizic

tilngs that are already in the statute. So

i saild, about using
delating coal and mineral owner and then as
~=lled Dack To statute we believe that we're bound

t2nt language there to insure

ctatewlde spacing and everything
identiriea specifically. On Page 5/

been changed there to identify what
foTtice specifically, what's required for

This wWae to insure thar there wasn't a

~e-pretation, that the entire packet had TO0 go out
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Wlth The notice,

RIGGS: Yeah. I think the way it's been done is the
actual application that the Board gets is mailed to each
and every party instead of a notice which summarizes what
that application 1s about. And this is to clarify that
they don't -- vou use to have to actually attach the
dpplication. Now you don't have to actually attach the
applilication but you must give a notice that contains the|
lCoportant features of the application.,

CHAIERMAN: And tell them how they can go about getting an
entire application.

RIGGS: Getting an actual copy if they want ic.

CRAIRMAN: So this will reduce substantially the copying
ahd malliing costs and thincgs like that and still provide
the information. Under B6, specifically there, there is
4 clange to refer to the plat showing the size and shape
Of the unit, the location of the unit shall be shown 1in
accordance with the various sections of the Codg =- and

‘@ Parapnrasing this. Proposed unit shall also be
~oCdteQ Dy Takinc a measured distance in feet from the
“liil TO TAe nearest 2.5 minute longitude line to the east

tO Tthe north. All that lancuage is to

|

o
-

™

i

I

[
n

12T away from the requirement of the state plane co-

ofdlrates and all this. ~Ter considerable discussion
-L Was a group consensus thac this 1is something that's
30
;;Tﬂh-; 2




1 much more workable.
2| MR. HARRIS: Di14d You say get away from the state plane?

I MR. CHAIRMAN- Yes. To get away from requiring that state

‘" Plane coordinare Specifically, but to have everything
related to longitude and latitude,.

6 MR. FULMER: One o0f the Problems with this section -- it's in

/ the Gas and 011} Regulations -- ig the fact that this Eudﬂ
I
ﬂ“ SECTion 18 1in existence, the only one 1in existence.
9" However, this thinc has Deen updated twice, three tlmes
o of tie methodology of using the state plane coordinates
1'” §ysten and it's accuracy. so you would be continually
12 901ng back and changing this thing as they come up with
‘3L IeW Types of technology to determine what the exact
141 coordinates are. This gives YOU Iwo options.  You can
15 Still use the state plane or YOU can use the measured
16 distance. Ang thnat's Kkind of like -- 1T gives you the :
17 WO ODPtions to you
Bl MR. cHATRMAN: On Page 6. highlighting specifically down in
19 lTenm G -- it looks like tnat should be F. other appli-
20 Cants Zor a hearing to MOA1LY a forced Pooling order
1 dall provide notice ip accoraance with Section 45.1-
= -<7 OL the Code of Virginia L0 each respondent rather
.
23 . °CS0n having an interest in the unit, each respondd
24 '€d 1n the order to ba modified whose interest may
S » ~ieCl2a by the proposed moditfication. That's sgo tha*
". |
|
|
31




| | ‘
. ! you don't have peopla2 thinking that something could |
2 impact them when, in fact, it's not going to impact them

1f it's goling to 1mpact thea then they're going to

2 recaive the notice. On Page 7, here again the changes uI
5“ we discussed under 5C are to -rake into consideration the

6 can have the state plane coordinate system Oor another

7 coordinate system based on longituae and latitude. |
= M2 . HARARIS: Let me ask one guick question. You had said

8 early that -- about not rep2ating and I notice w2 do

'u“ vyepeat herse. We use the same lancuage, in fact, showling

L in accordance with the Virginia Coordinate System of 192

1 ag defined. And that other sectlon wWe just looked at ha

=1 the same langquage. IS that necessary to rep2at that

L agall

15 MS. RIGGS: I think the reason that's done is because it's nul
16 in our Gas and 01l &Act. 1It's pulled from another section
1/ of =hae Code that & person might not have -- |
18 = CHAIEMAM: He's talking about repeating it twice.

19 17 HARRTIS: Because it was repeated within this.

<0 5 RIGG vithin the regulation you mean?

< 4. HARRIS: Yes. |
e 21GGS: One under field rules and one under pooling

- oraer I gquess?

24 - HARSIS: One under Bs, notice of hearing, Page 5. That

25

naragrapn in the middle of Page 5 and then on Page




7 we have essentially the same thing.
GGS: Yeou could say the plat referred to paragraph of
whatever above and reference it back.
HARRIS: I 3just thought I heard you make a comment about
not repeating.
RKAISER: I guess you coula say 1n 4Ba.
IGGS:; Right.
HARRIS: Yesah. But I mean I don't know --
CHAIRMAN: Please bring out anything like that. We'll
look and see whether or not that causes any

1T caoesn't and it can raduce regulation

-
= =

Will tThere be people reading 5 without reading 473

That's what we'll have to look at.

Well, you can reference it back. Just saying

System described in Paragraph 4B6
1<%e that.

On Page B the neXt change is striking
ana bounas reference. Also down in 6A3 we mads
ment of proposed location of the well it
wells permitted or for which a permit
pending before the Division of Gas and 0il

'nlis 18 applications for an
Spacing requirements. That's

=

the Board has before it a complete picturg
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and proposed Supplemental order shall be filed by the

'P Of the page where it talks about the affidavit

:Te the recorg Iegarding elections.  The affidavit

JPETATOr within 45 days of the last day on which a

Porating the Board's Supplemental order into

from recording to pay bonuses. So orobably i1f vou

s heﬁr;nu these cases. Page 9, here again deletlnT
f the language that's pelieved to be unnecessary,
dilt. And also down at the Dottom of Page 9, A7 1B
I area where we could possibly (Inaudible.) on

C wa've acttempted to combine old 13 and 1%, an

=1y

teé oI the productien over thne life of well or wall
Aifferent an estimate of the r'ecoverable reserves
unit. Typically thar's go1ng to b2 the same and

15 Then we don't need the language. an Page 11 at

Staté 17 no alections were nade or if any response
cimely the affidavir shall bhe dccompanied by a

ed supplemental order Lo be made and recorded to

©.eCctlon could have been delivered or mailed or
%0 days of the lag: date for payment set forth in

ling order. Willch ever occurs last. This is

think the only concern we had with regard to theé
Was you have 30 days ITom recording to make

JilE and then I think the Order provides you have &

34



go to 4 ; 1 - the supplemental order you'rs

going to have to change the order to pProbably 90 days to

pay bonuses,

We Talkea about that but we can handle

Seguence.

RIGGS: So you get your elections, file your supplemental
order and then based on those elecrions then you make
payments. But that can be done through the orders

I don't think that's referred to anywhere
regs that would be impacted.

Page 12 we had a proposal to add Item E,
OC more respondents elect to Participate or
LCNPparticipating oparator on a carried

snall have no obligatien to

~he expiration of the election

Came up earlier today.
~18CuUss10n centered around -- and I
-Le Board in the past had asked for
> b= Teported so that the Board could be
1f it wanted to make thosea O DWES,
dSKed some questions about do you

records, but at the meeting the other day
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SOome company =-- at least one company represented that

they do not, 1i1n facr, maintain actual costs of wells.

LEWIS- I can't believe that.

CHATHAMAN: I'm simply TEPOrTting wnat was said. I'n

ARISER: Of course, the Order now requires --

CHAIRMAN: The order currently requires that to be done,
DUt tne regulaticn here then would change that so that
unless you haé one Orf MOore respondents electing to

PAarticlpate then you would not have any obligation to

.LT‘I

i

258 Tle point being if all operators

-+
.
)4
L3
)
1
Ly
|
[ =l

-Ontilnue to assass their coste on a continuing basis.
willch I assume that Laey all dad for many reasons, this

4025 Not =-=- this addition would not impact the Board's

m

duty to check those on behelf o any citizens who may

ele LO participate
"'1-: '-'.‘- :..: |
KAISER < 1I you could insure somehow that all the

-L3T0rs do xeep those -OSTS, whlch I assume they have

' el this 15 not so bad. I guess that would be my

HAIRMAN well, geveral People will recommend =-

KAISE Sut 1f you assune they don't then I Can under=-

36




" stand wiy vou may not want that.

El M. CHAIRMAN: A lot of them represented that this 1s just an
3 [ acdded burden, a lot of added expense to have to do this
‘l' for every one. And it probably is. I'm just talking

S Benny Wampler to the Board, not Board member to repre-

6 Sent. But just based on experience it probably is. I
?u thinXx 1T deoes nothing to take away any authority we have
B" to discover costs in any fashion -- reasonable fashion
9" wWithin the law.

VI Ms. rRIGGS:

I Tthnink 1t does. T would prefer that it be silen:

"y over having a prohibition because with the prohibition ir
12 tnere 1t's basically saying that by law once these
13 ||

regulations are promulgated that you can't Irequire them

I Lo do 1t. Unless there's a pParticipant or a nonp-

15

articipating

Oparator that the Board cannot requlire that

16

they updated those costs. And once that becomas a

regulation

10n 1 think the Board has no authority atter

thac. . » 1T'8 bound by ite own regulations.

WO vears

O representing EREX and

20 torcea pooling hearings we've never had anybody elect to
1
< participate or be carried.

- .
- - . - &
ol lalyiy ; w iy r

- Ohly Xnow of cne well which is Ashland -- oXY -

23 AtHRRE . - ; -
wier'ea you had two aperators wnhere there was a partici=
24 - - e L " L - i ! - 1
Pa-lon in the whole progran. Only cne time. S0 basic-
25

allyY Wnat thais

EAYsS 15 you're not goling to get any




actual costs. I those are the only circumstances under

which the Board could require the filing of actual coets

that's going to be knell to never probably.
CHRIRMAN: Well, I quess I Was thinking more or less on
the DWE, that the Board has a right to do any kind of
dilscover ' nefore 1t accepts the DWE.
RIGGS: ‘€.., that's what wyou'd have to do. vou would
nave to really --
LEWIS: That's not the actual costs, though,
KAISER: I guess in Practicality if you were to call one
~AL0I5 anad say, "Look, we Want To compare your
well's been drilled and complet-
Y §01ng to say, no?

1iNkK that's whart nappened before wien we =-

tO make the comparison and had
eére’'s no obligation to file
+T GOT put in the order: in the
the Board to get the data.

1T Xeeping information before.

“d< maybe ought to be changed.
~& NOT Deing asked to do that here today,

Presenting to you today for your con-




sideraticn for next Aonth's meating. Then that's when

We

-1l take this up as far what you want to go forward

cally then is that a -- I mean, 1t's
can they reverse that after they'vq
that point it's almost not

15 1t? Is it relevant?

roOnt estimate is
can be. You don't want the estimate to bE
O participation. So wha:t you're looking at
dpplications come pefore Yyou and they

i€ COstTs -=- the estimate -- that ¥ou have some
‘ou can look and say this is a reasonable
~NZ_.ated and it wouldn't deter partici-+

intlated in any way. But you're
=i12CTion or cheoose not to

be carried they're deemed to have

-24520 and the supplementcal ordez

Literests become locked in at that pnini

Qigoing Aauty to monitor those COoSts

«1dil.

HOW do ol : e AFEs are accurate?




10
n
12
13
14
15

16

19

21

24

25

“R. KAISER: Well, having them on file and dCctually having

MS. RIGGS: Wwell, that's what thisg Eubject up to begin with.
The Board member 5aid, "How do we know thesa AFEs are
accurate?" Well, the only way you know is to compare
them to actual coste and see if they were dccurace. So

the Board member, I think, fequested or the Board

r—-

£quested Tom to do a comparison of estimates to actuals
and come back with a T€port to the Board so that they

could analyze that at which point it was ciscovered that1
Ton couldn't make that comparison because the actuals

weren't on file. So at that point the Board said all

T1g9AT, in our orders we're going to require you to update

these numbers once the well is drilleg S0 that we'll h&v
data to do chat comparison.
them internal are WD different things. Right?

“2. GARVIS: Tom, what's Your feeling. Baged on your
eXperience have they proven to be fairly accurate?

“R. FULMEP: 1In a lot 0f casas Chey can balow what the AFE is
and 11 a lot of cases tiey can be above. Of course, a
-%= O 1t depends on what happens at the Cime of drijl-
101G, whether you have Problems or not.

CHAIRMAN: I guess the bottom line though -- if 1 can
©CL A4 guestion or two. Have you found that thel

dlount per foor of caslng, vyou Xnow, the COSts per

0

)
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MR.

FULMER: No.

Yyear

- L ]
1....1_91_:

deviate all

aDJ0uUT ana wi

15 wWihen

i

nere

the cost in

OT do they n
RIGGS AT &cC
FULMER: 50 €

ANC There na

COmeg 1 d 11

% - s - - -
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Can Ve UnRQG
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e B0 LT E =12m
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' a rart

of things -=- obviougly field condi-
dictate some of those, but have you
costs to be very much off base?

They usually follow -- from year to year to

the inflation rate amd they don't

follow

The one thing that I've wondered

that npuch.

2n you talk abocut AFEs and what people do

you present an AFE in a Board order is that

wilch somebody comes in and participates at

ave to actually participate the actual costsjd
tual.

nat drives the other to be more accurate.

Yy be cases where you have a bloated AFE and
ttle birt und=sr that AFE which would be a

Nose wno elect to participate. And then you
e estimated AFEs and come in at a higher
always wondered how that works. Do you work
CO YOou work 1t on what the Board order would

thney elect to be a partner in the deal they
sk and they =-- if there's a short fall
| make 1T up.

'S whnere your duty comes in, to try to keap
just like a partner in a partnership. You'w

41




. 1il anT UO dilvvy up your gphare.
e MR. GARVIS: Far better or WoOrse.
MS. RIGGS: That's right.

M2, HARRIS: I think most of the time your AFES will be a

- little higher than the actual drilling.

S MR. KELLY: I think that's right.

7 MR. LEWIS: I think they will because -- you hate To go out

- there and estimate what something will cost and then you

9 ~un over the cost because that don't look good, Dot too

10 good at all.

i yn . FULMER: One of the other problems we have with the AFES

'3“ . that a lot of times you try to project -- for instanc

13 in the case of the Board, the Board produced an order bu[
. 1a | thar does not necessarily say that that well's going to

15 be drilled at the time of the order. And a year or so

‘5“ larer there's going to be an inflationary COStT 1n there

17 —hac at the time the order was izsued to the next year ig

IET casine. stimulation, some of the time coordinates which

19 wouls cs up. So you may have a cost that's sometimes

<0 apbove quite a bit the AFE at the time. It depends on

21 when The well is drilled. That's kind of like the botton

et LTk

23 4~ RTGGS: Then you're going to see another change when we

24 ge* hack here, that they want the life of these pooling

25 yrdavs to be much longer than they are now.. §So if that
®

L




Were approved and say you had a four Year life on a

21 Pooling order I cuess you would then anticipate building
. four yvears worth of inflation up front to cover the fact
3 Chat you mav not drill till the end of that period. So

I
5 you might s<e that even get =-- those two changes combined
E 1"

Wlth each other may impact.

4 MR. KATSER: But I think also w2 need to keep the overall

5" effect of this in Prospective. And that being that -- at
9 least certainly on behalf of EREX and I think the other
10 | Operators, too, based on the fact that nobody Essentiallﬂ
n ®Ver elects to be a participant or be carried. 1 mean,

12 there's certainly no motivation or intent on the part of
'3; 12 QFerator to try to AFE people out of it, so to speak)
U There's no reason to.

15 MR. HARRIS: I have a question Kind of like thac. I'm not

16 - o e s S :
led. == Z don't Know how to PUT 1T. 1I'm rather naevi

17 :
; when 1t comes to business sense. Would a company want
18 :

nel Y Lo participate or is it Detter financially
19

SPEeAaning not to have someone +*o Participate? I don't
20 nowW
21 g SRR .
{ EWIS: St 02 tie Time they don't want to.

e2 ! HAISLEE NO

IS | .
23 M5. 7: It depends on that person's interest, what size of
24 participation would be.
<5 -1 HARRT \ ['m not talking ahout from the standpoint of
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& person but from the standpoint of the company.
RIGGS: It would be like taking in a partner into a
partnersnip. If they're going to have a .0002 percent
-NTEerest ana they -- but they're in your business in.
CHARIRMAN: As a business you're better off not to have
that in general because it's another headache,
RIGGS: That's another business par:nér they have to
contend with.

CHARIRMAN: That's another business partner to have to deal

i)

wWith
HARRIS: I gquess I was toinking of it in terms of the
=nitial cost or cost to produce, since you're being aiﬁe?
that's --
GS: I would say the way that ownership interests in
these particular wells are fractured unless You got a
Slilation wnere you had two operators within the same
Unit and one would elect to Darticipate and had a
Substantial interest within the Unit. Now, that you see
and tne one wa have is that fituatlion where vou had

Ashland owning interest 10 an OXY unit and they elected

ralIt_Clpatce
ARV L Think as far as Paragraph E this 18 really

1] -0 require a balancing act because on the one hand
We Gon't want te incumber the businesses from doing
Chlnas tThat are axcess and regulatory. But on the other

Q4




1K we have an ocbligation to the citizens reali

to Keep everybody honest.  As an exampie, if

the AFEs are even over by 10 or 15 percent, that margin

over a wnhole lot of wells, that can be quite a bit of
money that would bes -- I mean, that could be very
significant in long term. So I think it's going to
feéquire some aegree of balancing. I'm not exactly sure
how to do that, but I think vou see what 1'm’ saying.
MR. CHAIRMAN: Sure. And if you all have any suggested
language or anything like tha=+ obviously that would be
something we'll take up next time as well. On Page 13,
on the applications to change unit' operator for a unit
established by order of the Board, Striking the whole
Paragraph A, saying what the Board's not required to do.
And then really combining wnat use to be two sections,
t0 a voluntary transfer and the other an
Cutting out a lot of the
languadage for transferring.
the approval of the
was e@liminated?
JUST gets into -- it's something
required to do when you're going to
Otherwlse convey. It's private business
\sactions. It's something in regulation that --

20 Board approval 1is not required if You want to




11

12

13

14

15

16

18

15

20

21

22

24

23

M5,

il

1]

]

D

1 = =
.

CHAIRMAN: RigAact.

GARVIS: unaerstand.

CHAIRMAN: 5So wa'll 5just take that out and talk about when

the Board does mi¥ in with your business. That's on
voluntary and involuntary transfers. It more clearly
gefines the Board's role when you have those transﬂctlunf
OCccurring in the private section.

RIGGS: I have a guestions and 1t just now occurred to me
Wher= it says a transfer of the right to operate a unit,

a unit establisned by the Board?

IRMAN: Right.

i
5

RIGGS: I gquess whnen I read that previously I was thinking
by a torced pooling order. But the Board could create a
unit by a £ield rule that was a voluntary unit.

CHATIRMAN: But you're still going to pick it up under the
voluntary and inveluntary transfer.

RIGCGS: But I thought that we only had =- I guess IX
tnzugnt that the only time they needed to come to the
Board for approval to transfer or to substitute a new
operator was 1f the pooling order named the original

coperator, that 1 1T was strictly a voluntary unit where

ney had 100 percent leased and they've never come to thT

T
[
"
i
i

T we wouldn't interfere there -- I mean, that

t N'C De wWwithin our =-
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RAISER: That was never under your jurisdiction.

RIGGS: Raght. If they never came to us for a pooling
oraer in the first place we never had jurisdiction over
that unit. All we did was create field rules that
establish, say, an 80 acre unit.

CHAIRMAN: I think that's righr.

7: OCr a location exception also.

RIGGS: Well, location exceptions don't create units.

?: ‘That's true. Right.

RIGGS: The only two things that can create a unir are
either £ield rules or individual forced pooling applica-
tions wiere you create the unit and then pool it whather
1T'S undaer statewlcde spacing or whether it's some other
configuration, I guess. But where you have statewide
SFaclng anad w2 create the unit at time of Pooling becausg
1t outside oI the field, there I think it works. But
whers you create the unit by field rule but there's nevel
a forced pooling application it doesn't.

-CALRMAN: Even where we say unless ordered by the Board

il LL'5 owWwn motion to transfer the right to nherate?

tiGGST Well, that just addresses tha wWay 1t comes on
Daiore the Board, I think.
[ |
KALlSE Uh=hu
I GG I think i1t's to operate a unit established by the
Socard and pursuant -- and pooled pursuant to Section
47




You need two elements there, I think

Yeah. We should add that. T agree with that.

it's a voluntary pool there's no reason we should hav#

CO come before the Board.

RIGGS: I don't think we aver nave in the past is the

reason I'm saying that

Well, i1n a way we nave. Do You remember this

about Two conflicting leases? They're not

leases, but they've taken leases out from tw#

artlies and they've come before the Board and

Ch0se interests.
chiere we would have a pooling order.

see, that's a voluntary Situation.

g 1 ==

L Want to carve out vaoluntary. If there's 5

R -
e -
I U=T

iL wa've accepted jurisdiction by
4 pooling order that names an operator then
SiTtuations where if you're going to change

-1 e5&8=nce, 15 a modification of that

lave To continuing jurisdiction.
you're right on that. we'll WOrk on
AL Clme.
~wiaen OXY transierred to Consol what the
-oncldered was a transfer of operator and the

dctually attached a list of ail the force pooling




' and we didn't address voluntary units there. I think

2| historically we never have.

[ MR. CHAIRMAN: oOn Page 15 under appeals of the Director's

‘“ geclsion, a proposal to strike BS which was asking them
5“ to provide anything e=lse they.felt relevant. They can

6 still do that. On Page 16, here agaln the same thing,

7 STrixing the languace that said other information that

E" the petitioner wishes to provide. Also at the bottom of
= 16 under efrective dates for Board orders, this is where

|

10 we had the change that Sandra's talking about. Currently
il The Board orders expire a year from the date of entry andg
12 this proposal 1s to say that unless otherwise provided iI
13 the Boara order all orders issued by the Board shall

14 remain into etffect for a period of two years from the

15 date of 1ssuance of the Board order unless prior to said
16 | “xpilat.on date the operator applies for a permit in

17 wiilca event the order shall expire two yvears from the

18 i5suance of the permit. That will cut -- as discussed,
19 CUTt out a lot of going back and forth, having an order

20 erxPll= and having a permit and then naving to come back
21 d1Q get an Qraer -Oflcinued.
21 . permits are good for two years.
= HALRMAN: Does that make sense? ARll righet.
24l wr. rFuLus -'ve Just got a question about that language in
25 there. Unless prior to said expiration date the operatoy

@
49




apply for a permit.

¢l MsS. RIGGS: Applies for and is issued a pezmit?

think 1t has to go from the i1ssue date.

=

3" MR. FULMER: Yeah.

hn

T Just says apply.

o

5" MAR. CHATIRMAN: I think that was the intent of the discussion.

S That's a goed point. Two vears from the issuance is

?" what --

8 Ms. RIGGS: Well, we tied the expiration to the issuance, but

9 the contlnuancy doesn't require an issuance.

10 MR. CHAIRMAN: Tell me what you're looking at.

U MR. FULMER: What is says is, "Unless prior to said expiratiop

‘2" aate the operator applies for a permit."®

13 MS. RIGGS: Appliles for and 1s 1ssuad & permit.

®

L FULMER: Anc then the next thing it says, "In which then

15 order shall expire two vears from the issuance of the

16 Dermit So you'll have a Board order expiring but you

17 ion't have a permirc.

18 o CHAIRMAN: 1'Vée got you.

19 || > : . . ,
IGGS Ma .1l YOU camée 1n and got your permit on the

<0 last day of your initial two year period it would be a

21 rOouUrl vYea MAaAX

<2 ME. CHAIFRMAN AT Tthe top of Page 17, B3 added in the coalbed

a3 methane claimant there. Then the D language was changed

4 ] the event an appeal 1s taken from any order of the

= 304 L\f the Time between the filing of the appeal the
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petition for appeal and final order of the Circuit Court

shal! be excluded and calculating the time period as
contained in sub-section A of this section. That's what

we ust discussed.

RIGGS: That is already in all of the Board orders.

They're jJust taking 1t out oif the order and putting it 1J

the regs.

CHATRMAN: The next change 18 fairly substantial and

covers all the way over to Page 20. What we propose to
do is under all the enforcement discussion, notice of
violatlion and order of closures 1s to say that all orderq
of the Board sha.l be enferced by the Director pursuant
O the process set out 1n the regulation entitled Gas ang
O1l Reguliation VR-48005.22.1. And that just simply
consollaates all! the enforcement language over iu the
Department's regqulation and doesn't repeat it here for
DUrgpose oI Board ordars and Board rules. The next change

5 A& S5ignizicant change. I'm not trying to discuss all

OL Them. ©On Pag= £3 18 deleting the allowable produc-

n, ennhance recovery and underground storage of
natural gas. Unallowable production, it's proposed to

deliete that entire saction, A and B.

KELLY: Why 1s that?
RIGGS: [T's provided 1n law anyway. The statute says
that we will do that by Board order.

3l

TE— b e
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CHATRMAN:

discussion

doing ennanced r

doesn'T

You Know, 1f someone proposes that they can always come

«0 CThe B

estabilsh ruies

wilie

—HAIRMAN:

nad -- I

O o e

was redq
required
= Lha
' 17
o
=
L I'"— ";n_:i

And Section 22 on enhanced recovery, the

wWas

no one's doing it.

ili

cCoOvery,

neea a4 regulation on it.

that there's =-- no one's talking about

If something comes up,

The Board

I an order and =--
Jrre.ative rights issue.

70 protect correlative rights, that the Board
-I'ead To Qo that and that the operators are

<0 make sure that they're not impeding on those
you gon't really need somathing to say that you
l- uUn-.ess you come to the Board, that the law
i & that.

t=+ 1L Covers the extraction of native gas if
qolng To 1mpact on correlative rights --

Right.

dnd make a proposal and the Board can

oard
Or do 1t by order or whatever at that
Btorager

Underground storage of natural gas. Now, we
AeBt asxing them 1f they were sure that we
thls section and they all felt that we did

cion, that people would =-- if they ware

1l anyway 1impact gas they would come to the




-- ag part of the underground storage operation.
How will that effect these other -- like partner-
SN1ps on the storage?
"HATRMAN: Well, what it could mean is that you could
concelivably have an underground storage area that wasn't
unaer jurisdiction untll such time as they got themselvEﬁ
established as a utility, I would imagine. I mean,
1T could mean.

nasn't established their requlations vert,

SO we don't Know now they're going to implement
Their jurisdiction to sSea nhow the two might mesh.
“HAIFMAN: Here again, taking the over view, does the
Soard rea.ly need to be involved i£, in fact, you're not
lLMpPacting anyone se's gas’?
HARRIS: u hinking about all of this it lcooks like it
woul [ think from even someone who's claiming
lust from thinking about you're putting gas
€ ground you would think that surely there is
of communication bhetween that gas and gas
ready there. You would think 1t would.

NOW, we're not talking about -- the safety

.derations 1s what you're concerned about?

NOo. I'm saving that =-
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KAISER: He's talking about correlative rights and

communicatlion between the storage field and gas outside
the proposed buffer zone or whatever.

LEWIS: I think they ought to address the safety part of
1T on your pressure. If you're going to inject more
Pressure tnan vyou've ever had in those -- most nf.theﬁ
are olad fields 15 what they generally use for storage
wells., nd 1f they're going to inject more pressure that
needs to be looked at, I think.

AELLY: Wiat about the implementation of DMME approved
regulations regarding that? Any move afoot for that
or =--

CEAIRMAN: There's no section on underground storage of
gas. 1 thinX what the Inspactor's authoritcy -; you'd
nave to look at it to see if, in fact, the Inspector had

the authority to regulate that area. A well is a well 1%

@ well. 1If they have a well which they're using to do
that then 1t's under his jurisdiction.
RELLY: L Know we had the big fuss vears aJdo when we

Lirst chanced the law, I guess, with the coal people who
ODlected to the api1lity or anyone to store gas 1in the

i OUBBS.

fLLiY: And at the time we just left that out of the law

OF -€Lt 1T out of the -- i1t wasn't addressed, I guess,




10

11

12

13

14

15

16

17

18

19

21

23

24

|

and 1t's always just been nanging there and I just

wondered 1f there were any new moves afoot to address thqg
matter?

MR. CHAIRMAN: No, not in that requlation per say.

R: 1In most cases and when we did background researct

AT
L] 5

T
ha

. FULM
and underground storage and all this Stuff comes up it's
usually your local city that controls storage fields fur%
1 quess, different reasons. And I think one of the
Primary concerns you get into is to make sure anything
outside that storage field is protected. That would be
tne deal -- even the EPA doesn't control injection.
That's brought down to the local level and the PSA,
believe it or not. It kind of astonished me a little bit
wiel we -- because 1t was originally under the Under-

“ound Injection Control Program But apparently they

don't control anything they do as a well.
RELLY: 0 What would happen richt now if Columbia wanted
=0 g0 1n threough the Haysi field and make it a Etorace

$ L HOW would that be regulated or permitted or

: = Sare way 1t would be if they were drilling new

I
-
-

¥

> LMER : . woula think tharc they would want to do that
That they would first have to file with ScC the

HLENT IOor a storage field -- notice of intent to have a

a5




storage field.
MR. KELLY: I quess my question is how does that come under
jurisdiction of the SCC to begin with? If they're

going back in an existing f£ield using existing wells to

instead of extract gas? It's all permitted angl

1N everything 1s 1n place now.
FULMER: They've got it all -- i1t's 'in the statute.
RIGGS: The new statute that was enacted last year, I
don't have that but it granted jurlsdiction and I don't
remembar how broad that was.
FULMER: Storage. That's all
guess they're picking it up under the jurisdic-

tion Or the ==

Transportation.

The pipeline jurisdiction.

Now, to address Max's question. Tom, do you
have the authority to regulata the safety
undergrount storage now 1 Someone goes out

in Bill's scenario that someone goes

do you have ‘juraisdiction?

jurisdiction up to the point that they
process. In other words, what I'm sayin
purpose of the well that was drilled --

oL the well that was drilled is subject to m¥

Up to the point of the process. It's just
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llike a waste disposal. We could go up to the point where

EPA takes over jurisdiction and as far as injection of

CHAIRMAN: So you're saying they couldn't use that well =-
are you saying that they couldn't use that well for the
injection of gas because that's not it's intended
purpose’?

FULMER: VYes. That's where I would -- it would come in
until such time that category is changed.

KELLY: Couldn't you use it for a production well?

FULMER: Huh?

KELLY: You couldn't use a production well as an injectior
well, i1s that what '—-

EULMER: Right, to re-inject gas.

LEWIE: 10U nave authority over any well until it's
abandoned, don't you?

B 1=an. Or ==

LEWIS: AnNc that way it wouldn't be abandoned?

FULMER JIT converted
LEWIS That's right
CEALIRMAN:  See, and then if they got the Scc approval ther

-« Would reiinguisih jurisdiction to them at that time.
LEWIS: . Think we still ougnt to have some control ovar
o from a safety point of view.

"HAIEREMAN L, 1n fact, SCC -= T don't know exactly =-=-

57 |




24

of correlative righ

S5torage area? who would have J

FULMER -

'.:14'('._1:"['._1!:!!}.
LEWIS: Yeah.
KELLY: Obviously there would be coal concerns and other
Lilngs coming in there, Surrace ownarg --

ATRMAN COr're

Sendy, I'm not LIYing to put you on the gpot. 7 think

PICDably until we gee what they do we don't really know

how to dnswer that.

. All we'ye got now 1is a Statute

thay're golng to implement that

jurisdiction or What kind of reqgqulatctions they're going ¢

adopt . and how those will interface wWith the safety and/o

Board Jurisaictions thar might be in Place for Protectio

L5 and/or sarety 1issues,

1l ¥You wanted to use a gealed gob area as a

urisdiction over thatc?

IT wouldn't pe indifferent besides the well, but

X YOu're talking aboux the area tRat's a different

relatcivea rights 1ssues the Board would have

tore =- Storage

.
i
i

FMAD Right
4C R “e0ardless of ~f1aC situation I would presume
1 ndaer a SC( notice p

I Intent it Decomes a Public




utility which 15 guite different than what we're talking
about. We're not talking about an operator going and
putting a storage place in. They become actually a
public -- subject to public regulation whether it's from
the SCC or the local PSC, Public Service Commlssion.
That's the way they've been doing it in other states.
The storage fields are actually run by local PSEs or
public utility commissions or sametﬁ;ng of that naturg.
That would be a legal hassle to do it in a mine, but if
somnebody wanted to do ==
KELLY: I thought I'd pose the questions. I'm sure 1it's
been thought of.

That would be a nightmare, I Kkncw that.

In making sure that we understand any desire

Board has for next meeting wnen you'll be :nnsiﬂerlnl

for their moving forward in the system, we're gninq
g=T back with you. We're golng to WOrk on some
language. On Page 6 -- let me just be specific. On Pagg
6 we agreed that G should be F and we changed that.
we'll look at the reference from the various sections to
eliminate th edundant language on the state plane
jocrdinate for longitude and latitude.

Fapny. vyou mignt be able to make a defined term uT

might be and just rafer toc 1it.




‘] M5. RIGGS: And then refer to it as that defined term, wlhere

ever 1t appears.

3' MR. CHATRMAN: Right. And then on Page 13, the lanqﬁﬂge that

¢ Sandra discussed on the units established by the Board
S and pooled pursuant Lo 361.21 and 22. The change we
b talked abour on Page 16 under Eeczlun 15-B, applieg for
7| an 1s 1ssued a permit. Do you want us to do anything on
& the storage field. anything differant. Provide any
o additional information on underground storage of natural
10 gas?
L M5. RIGGS: We can bring a copy of the SEEC_statutE S0 they
12 can see what the extent of their --
13 MR. CHAIRMAN: Anything else. Have T mlssed anything?
’dw MR. GARVIS: what about on Page 12, E, where we discussed the
15 AFES?
19 l' HH. CEHAIERMA) Okay Tnanks
"I MR. GARVIS: ARotner thing, Benny, on the front here this say$
18 suonmary of public commant. WwWhat was the composltion of
19 “1€ 50 called public, 1¢ You will? In other words, how
20 rany people ware thereaj Who was there? |
= . CHAIEMAN: Two tiings. One, the firsgt draft was the
22 p1 C comment fhat was when we had advertised it in
= newspapers and SUbllished in the State Register Hegulatln*
o4 innouncement that the Board's requlations are ope&n for
5 anyone out there who wants’ to comment. So we raceived

|

60




i those. That's reflected in the first draft.

EH MR. GARVIS: How much participation was there from the publich
3“ MR. CHAIRMAN: nhere was none from the public per say citi-
- Zens, at large. We had company proposed changes from
S the Virginia 011 and Gas Assoclation proposed changes

il
E" during that public comment Period. Then we established
?" WOrK committee as we talked about and in that work
B“ comnitt=e w2 have representatives from the various gas
9" ana o1. interests, coal owners and pPublic interest group
10 LEPpresentativaes -- a citizens representative.

"I MR. GARVIS: What By concern 1is, I'm not worried about the

21 interest by guys like Jim Kaiser and the companies. They
13 1 Will be taken care of Obviously. They're goilng to havea

14 | their representative. But I'm concerned about the littld
15 f guy out tahere 1in Buchanan Lounty or where ever. He's goYy
16 tO do these sorts of things and he has to work to get

17 whatever -- his correlative rights. So I'm more concern-
18 €L dbout somebody way out there. a little guy, just iike

19 the rest of us. I mean, I don't read the newspapers

20 ~00¥%ing Ior comments on the Gas and 0il Board Regulationt
E‘“ and those sort of ci11ngs. Ale we going to the extent --

22 'l JUst concerned have we taken into account that there.
2 A1GRT be some little man out there who never has the

24 JBPOrtunity nor the desire or ability, I guess, until

25 SOHEeLIing actually comes up when he then has to make a

61
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3

E” MR. CHAIRMAN: Well, we've attenpted to do that. And we'll

petition betore the Board or whatever.

als50 attempt prior to the Board making any regulations
have our notice of hearing next time. And here again,
the unfortunate thing about some of this is is a lot of
get involved until something does directly
We've seen this room filled and running
over when we have something that's impacting them.
Unfortunately, a lot of times when you're ﬁaklnq changes|
Oor considering changes like this it's difficult for
that yes, they could have an' impact on
that process. ' of people just presume that's a
process thart 2y'll -- somebody somewhere will go
through.
do wnat they want to do anyway.
kinds of thoughts rather thanh
come here and make a difference.
of me saying today you're not being
OUut Just simply making you aware is
this on the agenda for next time and
lear any further suggestions or
I you have any ideas on how wa
rticular process while we have time in
ouncement To do that we sure can. .

nice 1f you could put it the




MR.

papers in block form.

GARVIS: Is there any way we could go back maybe =- like
some of the individual parties. I know that the short
time I've been on the Board some people have written
letters that maybe had some concerns. And mavbe there's
A wWay we can go back to them and at least invite them to

|
have any ideas. I don't want to belabor the

I just want to make sure that we have a

twaen the companies rights because ahﬁinusly'wd

we don't want to unduly regulate those quys
wnat they have to do, but at the same time I'p
ally concerned about the cltizens, that they have

:1ity =-- we have an obligation to protect their

think that, Tom, you would have record
pnone numbers and folks you could call.
you've got 15 trying to be selective in
certainly at random, 15 to 20 people,
tell them that the Board i1s going to
that they've had concerns before.
if they nhave any other interested parties or
contacce cenm.
I8 that something like what you have in mind?
oftering some suggastions. I mean,

there and there's a lot of people out




there. And, Bill, vou have the same thing. Maybe you
Know some peopla or whatever

AR. CHAIRMAN: Barney Rilev and nis wife with the Dickenscn
County Citizens Group who have been, T guess, the most
conslstently active parties as far as organized groups
WasE on the committee and was invited.

MR. FULMER: We had several bodies from Buchanan Councy,
Public citizens and scusf that's worked on the regula-
tions bafore. One of the OTher problems is process.
It's all a voluntary basis. Either you come or you dnn'L
Come. Unfortunately it's unfortunate thar You have thart
Sltuation. We mav look Dack through the records and findi
OUut some of those People who had lnterests. Most
dquestlons we geat is JUST on the whole procass of ﬁnuling
Constitutionally those qU2STlons come up quite a bit and

We Ve tried to addressg that through brochures and other

L |°

-Nings on that question Orf what 1s pooling. And =hat's
Wiiere wa have our LOST questione in that area a8 far as

differentc People coming in.

iR. LEWIS: L think in the PasT That most of these gas
“ompanies adidn't do ag good as they do Tlght now.
Taey're doing a lot better on their pooling than they d:*
-1 the past. I think they're getting more Particaipants
and as nany leases as they POSsibly can. But in years

UONSe DY 1t's not bean liKke that.

64
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CHAIRMAN: Dennis, I think the suggestion is a good one.

think we can certalnly make an effort to call people

and I think 1t would have to be at random. You have to

understand that, but to go through and make an efforts tc

|
call a number pecple that have appeared berfore the Board
pefore and express their concerns say for the last coupld
Of years and let them know that the Board is going to be

considering these and a copy 1s available. And also

we'll certainly try to -- when we do our announcement,

[ |

o, this next time by the Board is ro tIyY TO set it out

-
o |
i1
D
f-l

public notice section, block it off, and make surs
'S rere alstinguilshable maybe than some of the
others have been. Just the fact -- not necessarily

saying the entire notice but the notice dealing with the

€O incorporate
-1L0 Tae requ.ation now instead of having two separate
doCuments. So next time around we'll see that in.

page’s;
IGGS: +11dt "5 on Page 20 under civil charges. There's a
Eparate process for settling -- for negotiating settle-

-nose unaer a separate rule. We're going to pool

And the other thing was the Board's Process




'
L

O supp.emental orders. That'se pretty well captured
now, but we might =-- that might be expandcd a little bit
Co promulgate the form of the affidavit and so forth.

CHAIRMAN: Right. We might have soms further refinement.

ne other thing was Jjust a follow-up to what
or I quess what Tom just said with regard
lnquiries that come in regarding challenges to

70t notice this past week that

were the court cases pending in Buchanan

that challenged the constitutionality of the Gas

SC To my knowledge once those are settled [

we have any outstanding challenges to the
ave pending in the courts at that point
-+l One or Two exXceptions. I guess there's the

wall situation that was appealed or they sought
Peripnerally challenges the
1 Tthink, that's left.
18 8till out therea.

5aild there's a couple that Just sort of
Ney don't really.
you have anything else? Anything further
Ke

tOrf Us to do for next time on these regsl

“hank you. This meating 1is closed,
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(End of Proceedings for

February 21, 1995.)
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