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1 Auqust 20, 1996 

2 7hls oatcer c&ae on to be heard on this the 20th day of 

3 Auqust, 1996 before th~ V1roin la cas and 011 Board at the 

• southwest Vi rotn i a 4-H center# Hillman Hi;bway, Ab1nqdon# 

5 V1rqt n1a pursuant to Sect1on ~5.1- 361.19.8 and 45 .1- 361 .22 .8 

6 of the code of V!r9in1a. 

7 HR. CHAIRMAN : Good aorn l .nQ . Hy nue i s Benny Wllllpler . 1' • 

8 

9 

10 

11 

13 .. 
1S 

16 

17 

18 

19 

21 

Deputy D1reccor for the Virginia Oepartaent of H1nes, 

HLnerolc 3nd EncrQY and Chcuraa.n of the c as and Oil 

aoard. I'll ask the cembers to i ncioduce themselves 

MIL is Ho.son Grant . t'a froa Rlchmond, 

V1rqinla and I ropre!ll2nt the QU and oi-l l_ndustr·y • 

xR . GARBIS: My nome is oenn1s Garbis. I'm from Fairfax 

county. Northern Vtr;inla. I'a a publ ic aember. 

HS . rtlGGS: I '1:1 Sa.nd_ra Rl.CJOS wtt.h the Of f ice of the Attorney 

cen~ral . here :o ftdvtse the Ooard. 

KR. GI :L~~= I'Q Rtchdrd Gt l l um. a coal r epreseneati ve from 

AlnnQdon. VIrQlnta . 

'1R . KHIC: ! 'o Cl yde Kl nO !roo Abinqdon, V!rQinia . Welcome 

to F\.b1nqdon. I a~ a pUblic reprosentat1ve. 

H?.. FULMER: ~Y name i s To~ FUlmer. I'Q wi th the O~part•ent 

of HJnes, Htncralr. and £ncroy. 

HR . CHAI~~r: Thenk you. I ~~nt t o s ay as we call on CAbot 

C<ts rmd 011 for thel.r pctitlon this morning that we d o 

1 
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~poloQ!:e* ~hat ve bad a coupl e of a 1abea ts there laat 

~onth and I kno~ that tbot was 1nconvenient. we try 

hard as a Board and as • oepartc~nt not to have tboae 

th1nos boppen . Th@y cUd ond they 're unfort·unate. As • 

result of t hat t •o ;o1no to qo ahead and take the cabot 

iteAG f1rst today. 
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HR. CHAIRMAN : The f1rs~ 1~em on t oday• s agenda is docket 

nUDbe r VCOB- 96/07/16- 0546. Th1s is a petition froD 

ca.oot 011 and Gas corpora~1.on for pooling of conven

~l.onal gas well . We' d a s k the parties that w1.sb ~o 

addr ess t he Boar d 1n th1s matt e r to come forward and 

1denti fy themselves at tbls ti~e. 

HR. HcCLANNAHAN : El i =abeth HcCl annahan. I represent Cabot 

011 and Gas Corporat lon . 

HP. . CHAIRMAN : Are t here any others? The record will show 

there are no o thers. You may proceed. 

HS. HccJUa~l: Hr . Chairoan , ! have given each of you a 

copy o f our e xhiblts . They' re 1n a booklet that looks 

llke ~~lS. ThlS lS f or the COCG • 2 Unit. A copy of 

t hat plat 1s a t txhlb l t 116 1f you want t o look at that 

\~h1lc 1 €-l·.-plal.n what ~·us applicati on process 15 before 

we get started wtth the w1tnesses . I s that okay? 

H? . CHA! RMA!\ : sure. That ' s f ine. 

HS . HcCLAh~~ = Th1 s 1S a prov1s 1onal un i t t hat i n a 

c1rculur pattern 10 order to comply wi th s tatewide 

spac1 ng ~equ1 recents under the V1rgin1a Code and it 

conslsts ot 112.69 a c res . It' s l ocated in Tazewell 

c oun t y , V1 r g1n1a . Cabot has prev1ously filed Wlth the 

cas and Otl Board t he due d1l1qence affldavit for the 
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proposed COGC · ~ untt, coptel ot the certi f ied •all , 

return receip~s and the heartnQ notice and proof of 

publ1c at1on. cabot 011 and Caa 1a the owner o f 

approu&ately gq to 9~ percent of the r tQbt t:o develop 

~he otl and oas wt tht n thtl un1t a s tt'a ebown on our 

revtsed Ex.h tbtt •C. Cooooltda t1on Coa l COapany is the 

coal owner und~rlytnQ thtn untt and Consol has executed 

a lette-r of connent &nd approval to this parttcular 

locatton. Cabot ts request i ng authority to drill one 

well and produce it on tbl s OOGC t 2 untt OD s tatewide 

sp~ctnQ . Th~ pera1t appl1cat1on for thts well was 

!tled on Jun<> 24th of th1s year. And 1n this appli-

~acton Cabot ~equests that th~ Soard authort~e it to 

t~cov~r 100 percent of th~ octual costs of drtlliDo. 

co~plettn~. ~qutppt~; and operat~n; th l s w~ll. That'• 

shown on the AF& th~t was aubDltted aa txbiblt tc to 

tn~ ~ppl1cat1on. Th~re ~re a nuabe r o f unknown and 

unlocatoble o 1l ond vos ownore whoa~ funds are to be • 

~~crowed pur6uant also the Vtroinl~ coda Statute whl ch 

rcqutres escrowtn; of procoedA. Jeff Kt • o 1a c~ot' a 

·cn1or lan~on cca ted t o a v rtoht. Ne'a responsible 

:or southwest Vtr;tnio . woet Vtro1n1a ond Eastarn 

~cntuc~y and has aup•rv1a~d all the land aspeeta of 

thu1 pro)ect fot· cobot. There ar·e nua.e.roua he1rsh1p 

1as ues tnvolvtd 1n thte portteular un1 t deap1te t he 
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fact that cabot own& 94 : o 9S percent of t he oil and 

;as undcrly-lnQ the un1t. As a r e sult of that Jeff 

hired and suporvtsed t wo tndependen~ land aen. Hike 

Pryo~ and Tony Mill or. to perfona due dilioence end 

offer leases ~o t he parties t h at have ownership 

1nter ests wt th l n thls un it . Tony M1 l ler obtained 

leases t roa a l l t he port1es 1n his as siqnment and be 

won't be bere today . Hts resume 18 i ncluded 1n your 

exh1bit. Sut he was Able to obtain leases froa all th• 

parties. so he won' t be tes t 1fy1no here today. But 

Jeff a:td M1ke Pryor 's t e s t iaony w111 de.monstrate that 

Cabo~ bas used duo dillQence 1.n accordance with the 

s t atutory requireoents to l ocate and contact all these 

part 1es t hdt are listed as unlocatable on the oxhibit. 

cabot wtll a lso test l f y t hrouQh Dave HcClesky , th~ir 

enqineer. that the un1t oust of neces s1tY b e estab

l lshed as a provicional un1t undor t h• Viro1nia Code 

olso in ord<.'r that c.l.bot c an obta1n the v i tal data 

rcoard1n9 the ocolooy of the ar@a, t he drainaoe 

Pd~lerns and evaluate that proposed dova l opaent and 

dr1ll 1no plans for Tazewe ll c ounty. Al so, I'm auro au 

vou know. you probably received from Hr. FUlmer, the 

sxecuttve s~cretary to the Boord , o copy of a letter 

! tom Len1el Crcoorv tho t woo • oi led to you ~ut hia 

oother •s lntcrest. His aothor has a .009 deoimal 
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1nterest 1n t hree acres wh1ch 18 a 32 4 , 0 00 32nd' s 

1nte rest and a .O lS dec :unal interest in a 40 acre 

tract. That !ract1onal int erest is 8 500 and 4th 's . 

Leniel's mother, Beverly Greoory , actually owned an 

tnterest 1n the ot l and qas underlying this tract at 

the ttme t ha t Cabot was attempttno to lease her and she 

stqned a lease for her Lnterest in t h i s particular 

un1t . Therefore, Hr . or Hrs. Gregory would have no 

elecuons oade under the force poollno and would not be 

a party t o be f or ce pooled in th~s particular hearLOg 

today . Cabot 16 requesting by its appl~cation that the 

cas and 011 Board establ~sh t his provisional unit as 

tt ' s depl e t ed on the exhlbl t that I've shown you, 

ExhLblt o6 , and pool the Lnterests of those parties 

t hat are llsted on the revtsed EXbLb1t •C which we' ve 

qtven \ 'OU and approve the escr ow plan for the unknown 

and unlocatables. In o rder for Cabot to oeet its 

dr1l1 1ng schedule we also would request t hat if the 

Board deems fl t to grant t his oppllcat lon that the 

effec ttve data be today LD o rder t hat 1t could drlll 

a.nd produce t he well 1111De~ately . Hav1ng said that I 

would l1ke lO call =Y ftrs t wi tness. Jeff Kime, if I 

ca;·. 

HR . ~RHAN : You aay . 

COUrt7 R~PORiER : !Swears Wl toess. ) 

6 
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JEFFERY KIHB 

u wt.tness who, after h ovinq been duly sworn, was exaa1ned 

and testlfled as f ollows : 

DUU:cr &XAHINATIOtl 

BY HS. HC~~: 

Q. H~ . K1oe, I ' d l1ke t o show you &xhiblt 11 that Cabot 

has produced today . Can you please 1dent1fy that? 

A. Yes. Sxh1b1t il is my resume and work history . 

II HS. HcCLAllNAHAN : Hr . Chzurman , I would move the llltro-
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duct1on of Exh1b1t al. 

HR . CHAIRMAN: All right . 

Q. (Hs. HcCl annahan cont1nues.) Does thl& resume that 

,, . 

we've submtttcd as ExhLblt •1 re flect your educat1onol 

bOChQround and work exper1ence? 

YNJ, 1 t does. 

li$ ~cC!.AJnlAHI.N : Hr . Cha1 n:1an, 1 would subznt Hr . K:uDe ll& 

an e~~ett Wltness . 

HR OV\IRHAN : o kay . You cay proceed . 

Q. (Hs. HcCl annahan cont1nues . ) Hr . Kime, would you 

pleaso' ~xplatn your r esponsLbllit:tcs at Cabot and bow 

you c orry out those duties f or Cabot? 

fl . I •m o landllan !o r cabot Oil and Gas corporlltion llnd 

whnt. m~ans mo re or less is t hat I'm sort o f the 

., 
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Q . 

A. 

Q . 

A. 

huaan1t ies or leqal laesione individual lor the gaa 

coopaoy. Prior t o any drillino. enterino on the 

propert ies t o dril l wells, build pipelines , etcetera, 

we need to coae to a,_rra.ngeaent s with the landowners and 

the o1nerlll owners of t .he property. That • s where the 

lands=en co~e i n. we direct brokers to acquire leases 

fro~ the owners of oil and qas. we hire attorneys such 

as Elizabe th to prepare title opinions for us so that 

we can verify that our ass~ptiona of the ownersh1p are 

correct. we neootlate r19hts of way for roads, 

pipelines~ foro unl tS such as th i s hearing. We 

neo:ot1atc trades w1th other compa_nies that miobt have 

the developoent r i ohts in a property that our company 

1s i nteres ted 1n. t t•s all sort s of trades and deal 

me~1n; a spects necessary to havino a well drilled and 

produced. 

Ha s Cabot ;1ven not1ee as required by the statute, 

< ~.l -361 . 1 9 . to e~ch per aon or ont1ty that's identified 

on ~he revlstd Exhlb it ac of the un1t and poolino 

appllcoltion? 

Yes. we hove. 

would you idcnt 1fy Exh1btt ~2? 

Tha~ 1s a notice of hearinQ that we mailed t o all of 

~he potentlal interest owners by certified aail -- us 

~all . r~turn rece1pt requested . 

8 
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HS. Mcc~~~: Mr. Chairman, I would move the intro

ductlon of &xh1b1t •2· 

3 HR. CHAI~~ : Wlthout objection it's admitted • 
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A. 

Q. 

A. 

o. 

A. 

Q . 

A. 

Q. 

A. 

Q . 

(H.s. Hcclannahan conttnues.) Have copies of those 

return rece1,pts been previously sub:aitted to the Board? 

\'eG, tbey have. 

we re there any persons whose naaea and/or addreaaea 

wer e unknown 

Yes, t!'lere were. 

Did Cabot publlsh a notice of hearinq i n tbo &lu~field 

Dally Telegraph paper on J une 24tb of 1996? 

Yes, we d1d. 

was a copy of the proof of publication previously 

subc1tted to the Board? 

Yes. l t was. 'i'hat ' s t rue also . 

The 1~forca~ ion that was listed on Exh~it tc. tD and 

• F that were p rev1ously s ub=1tted with the appl ication. 

ts t ha t inforaation still correct ? 

No . As or1g1nally subclttcd the information is not 

correct . Because of our due dil i Qence in locatin; soae 

of these potentlal owner s ' we were able to deter.ine 

there were addit1onal owners. we• ve revised these 

exhlbltG to r e flect the new correct ownership as a 

result of our due diliQence . 

were these parties also notifled by certified mall , 

9 

• 



• 

• 

• 

2 

3 

• 
s 

6 

7 

a 

9 

10 

" 
12 

13 

,. 
15 

16 

" 
18 

19 

20 

21 

22 

23 

24 

2S 

A . 

Q. 

A. 

Q. 

A. 

return r eceipt requested, copies of the notice of 

hearinQ. the appl t cation exhibi ts and the revised 

exh1btts after they were 1dent1fied and located? 

Yes. 

Have you subattted those return rece1pta for tbe 

additlon~l aail1ngs to the Board as well? 

Ye s . 7hose have been sub~itted to the Board. 

would you please identify Exhibit 13? 

• 

Thi s i s a rev ised Exh1bit we showino all the gas, o1l, 

coal and mineral owners under this provisional uott for 

the COGC • 2. 

MS . HcCLAJtN.AJiA.'~: Hr. chatrEian, I aove the introduction of 

E:xhl.b it •3 • 

HlL CH.AI RMAJ~ : Exh ibit • 3 1& admi tted. 

Q. 

1\. 

(Ms. McClannahan cont inues .) would you identify 

Cxh 1b1:. ~ ~? 

Th1s 1& the rcv1sed sxhibit •D to the application which 

showc all o! t he unl eased oas owners. 

HS . HcCLANN~~: Hr . Ch a1raan . I would move the intro-

duct1on of Exhibit ~4 . 

:-ca . CHAtiUo'..AN : tt.•s t\d.Ciitted. 

Q. 

A. 

(H&. KcCl onnah•n cont i nues . ) Pleose identity &xh1b1t 

•S . 

This \G rev1scd Exh i bit •r to our applicat i on and th1a 

li8tG the unlocatablo oao and oll, coal and atneral 

lQ 
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owners. 

o. un.derlyinq the COGC •Z unit? 

A. The provtaional OOGC • 2 unit . Y~s. that•a correct . 

HS . HectJU~~: Hr. Cbdtr.on. 1 a ove tbe tntroduetion of 

Sxh1l>lt . ~. 

HR. CHAl~~: lt'G odm!ttad. 

Q. (Hs . HcClannahan cont1nuea.) Do these rovised ~xhibita 

accurate ly reflect the current ownerabtp and l ease bold 

status of the COGC • 2 unit? 

A. 

o. 

A . 

o. 

A. 

o. 

A. 

a. 

1\. 

o. 

Yes. 

Is consolidation coal company the coal owner under the 

proposed COGC • 2 untt7 

Yes. they are. 

And dtd you recotve conaont for thia wol l locat ion tor 

consol tdation coal coopony? 

Yes. we dtd. 

Has a drtllln9 per=tt bten prevtously refused to Cabot 

on any or th" tracta that coaprtse tho COGC f 2 untt? 

No. 

Has a well work pera!t boon Ciled Cor th11 particular 

well? 

Vos. we f1 lod Cor A work pera1t on June 24th, 1996 for 

thlG well . 

Do~• t he p lat that• e attached t o t he un1t and pooltnv 

appltcotton f tl~d by c abot 1ncllcate the a cr ·eaoe anct the 

II 
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A . 

o. 
A. 

o. 

A. 

s hape of the acreage t o be eabraced w1tb1n th1a COGC a2 

unit? 

ves. 1t does. 

Could you i dentlfY Exhiblt !6? 

This is the rev1sed well l ocat1on p lat witb the 

provisional unit outlined. 

And thls r ev1sed un1t plat represents what cban;e 

be~cen the f1rst one that wa.s f i led and the second 

o ne? • 

v~s . whenever we in~tiallY laid out the unit we 

weren'c attentive to a state road. State Route 627 

cut s throuqh our unit. s o we had to calculate the 

acrcilqe under the road and readjust tho o.creages 1-n our 

un1t plat t o reflect the potentlo.l state ownership 

beneath the hi9hway. 

MS. Hccuu~~~: Hr . Cha iroan , I aove the introduction of 

Exhibi t , 6 . 

HP.. ~~~: It ' S adaltted. 

Q. 

A. 

o. 

... 

( Hs . HcClannohan continues.) Did you provido the 

co~onwealth with a copy of the application revised 

exh1b1ts and the revised plat? 

Yes , we d1d. 

And dld you do that by certified mail, Teturn receipt 

requested? 

Yes , we dl d . 

~~ 
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Q. 

1\ • 

Q. 

A . 

Q. 

"· 
Q. 

A. 

Q. 

1\ . 

Q. 

A. 

Hove you race1ved o waiver of notice from the coaaon• 

wecllth as wel l ? 

Yes . we have. 

Does the rev1sed pl3t submitted herein as Exhibit 16 

indicate the area within wh ich the well will be dri lled 

on the propos~d COGC i2 unit? 

Yes, it does. 

Does thlS proposed drillinq unit eAbrace rwo or •ore 

separa:.ely owned tracts or are t here sepa_rately owned 

1ntarests in all or pare of any such drilling unit and 

t hose havinq 1nterest have not aqreed to pool their 

1nterestc? 

Yes. 

What p~rcenta;e of the oil and qas within this unit ia 

o~~ed nnd/or leased by Cabot? 

we have leftsed and own approxiaately 94 percent of the 

o il and qo s 1nterest within thi s unit . 

And what per centage of the oil and qas underlyin; the 

COCC p2 un1t 10 not owned or leased by Cabot 

A d1f!erence of approxtoate ly s ix percent. 

Are you rcqueuttnQ that ttu~ montes attributable to the 

unlocat~d owners by placed and held 1n the escrow 

a ccount prev\ously estnbllsh~d by this Board pursuant 

Lo s~ct1on 4S.l-361.21 and the r~qulation' 

\'es. w~ arc . 
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Q. Are you requostino that the Board establish the 

proposed cocc i2 unit as a provisional unit and pool 

the 1nterests of the par~ies that are listed on the 

revised Exhibit •C s ub21tted as EXhibit i3 before tbia 

Board? 

A. Yes. 

HS. HcCLANNAHAN: Those are all the questions I have for Hr . 

K1ae. 

MR. CHAIRMAN: Any questions, c.ecbers of the Boa_rd? 

{Witness st4nds aside.) 

HR. CHAIRMAN: You oay call your next witness. 

MS. McCLA!lNAKAN: TOny Hi ller you see i n your booklet is at 

Exhlbit i 7 and thot'G the indi vidual that I told you 

has actually leased al l the part1ea that he was 

re,;ponslblc . So tu• won' t be t est ifying. I would like 

to call Klchae l Pryor , please . 

COURT REPORiER: (Swears witnoss.) 

MICHAEL PRYOR 

a w1tness who. aCtor havino been duly sworn, was exaained 

and tCRtl!ied on !ollowa: 

• 
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Q. 

A. 

Q. 

A. 

Q. 

Hr . Pryor. w1 ll you please s tate your full naa& for th~ 

r ecord? 

Michael s . Pryor, Sr. 

can you please ident i fy the exhibit tbat's aarked aa 

Exh.lb!t tlO? 

That•s my res ume . 

Does thiG r eEuae ref lect your educat1ona.l backqround 

8nd wor k exper ience? 

A. Yes~ it does . 

HS. Mccuun~: Kr. Choi~an . I would move the 1ntro-

duc~1on of EXh ibit pl O and s ubDit Hr . Pryor a.s an 

expert w1 tness. 

KR. CHAIRMAN : It'S adalttod. 

Q. (Hs. HcClannahan continues.) Hr . Pryor , 1n your 

expertence obtalnin9 leo~es in southwest0rn Vir;inia 

ore you foDlliar w1th the fair marke t value for oil and 

oas leaGes in the unit a re a that' s been proposed as tho 

COGC • 2 un lt? 

A. 

Q. 

"· 

Yes. I om . 

Approximately how aany acres have you leased tn 

Southwes tern VlrQlnia? 

Over 1 ,000. 
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Q. 

A. 

Q. 

A. 

Q . 

A. 

Q. 

n . 

Q. 

,, . 

Q. 

A. 

What . 1n your opi nion, are tbe fair markot value t eras 

for a.n oil and qa s lease 1n t.hia ar ·oa for bonuses, 

delay rentals, royalt1es and shut-in royalties? 

A dollar per acre for bonus, a dollar for rentals , two 

dollars for shut- i n. 

what about tho oil and gas product-ion royalty? 

one-eiqhth . 

What would be the priaary t ern? 

one to f i ve years. 

• 

were you respons~le for ideottfyino the Thomas Dunford 

and Kattle Beavers heirs that are shown on the revised 

Yes. 1 wac. 

How d1d you identify t hose heirs? 

Th rou9h extens1ve courthouse work, telephone convers -

ations "n th he1rs and face to fa.ce conversations with 

:he he1rs. 

How did you contact soae of those owners other than 

talk1no w1th t heD 1n person? 

By telephone . 

LADY: Excuse we. pl~ase . we aren' t able to hear. 

MR. CHAt~l : we don 't hove a ny Ability t o project . We'll 

JUGt aG that we all try to speak up a l ittle l ouder. I 

~.now thot w~· re a l ao coapet t nv with this a ir cond1t1on-

1.nCJ unit beh\nd us . 

16 
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Q. 

A. 

Q. 

A. 

Q . 

A. 

Q . 

(Hs . Hccl~nnahon cont 1nues.) Wlth re;ard to the 

un leased owners David Allen, oou;lao Xeith Allen, 

cre;ory Allen, Rhonda Lynn Dunford identified ae the 

Thomes Dunford heirs and the unleased owners Williu 

Roberts , Thoc.as stevenson and Juea Beavers i dentified 

a.s the Hatt-ie Beavers heirs that are listed on the 

revlGed Exhibit •D sub~~tted as Exhibit 14 herein have 

\'OU contoc t ed those l4Ddowners to obtain a lease? 

Yes. oa•aa. 

With regard t o the unlocated persons, Dilly Beavers 

he irs, Beatri ce Andercan, Di.xi e Kiser- he ira, Geor;i a 

Lee sarrimer e . Arnold Beavcr•s heirs, Jiacy Beavers 

he irs , Gertrude Beavers he1rs and Deborah Jane and Arab 

Wi ll1ac Beave rs. Klchael Beavers and Williaa Beavers 

ide.nt :. f1 ed os the HAttle Beavers heirs that are listed 

on t he rev1sed Exh1b1ts JD and iF subaitted aa &xh1bits 

a~ and ~ s hore 1n have you tr1ed to locate thea 1n order 

to provide notic~ oC the application ond obtain a 

lease? 

Yes. oa·~m. I hdve . 

These unloca ted a_nd u n le4sed owners that I've juat 

l1sted. ar~ t hey olso lis ted on tho rovtood Exhibits ID 

and H" t hat woa·c s ubaitted? 

Yes. they ar c. 

Hdve yo u excrc1sed due dtl i oonce in attecapt1no to 
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Q. 

A. 

locate the par~ics that you've been unabl~ to locate in 

order to serve noti~e of the bearing? 

Yes# ma•aa, I have . 

What have you done? coUld you please explain to the 

aoard what you've done to acco~liah tbat? 

we ll, by tal~no to every heir that I could possibly to 

talk t o 1nvolved trylnQ to see if they knew where theae 

people l i ved. Hos t of the time they have just lost 

contac t and they could not find thea. we did ext~nsive 

work at the courthouse and several face to face 

lnterv iews and mDde phone conversations to try to 

l ocate t hem. 

HS. Kc CLANNAHAU: 7hos e o_re all the questions I have for Hr . 

Pryor. 

MR , CIIAI RMAN : Any qucc tions, ceabers of tbe Board? 

(Wi tnes s stands aside.) 

HR. CHAt~~ : You aay c all your next wi tness. 

HS . KcCLANN~I : Cave HcCles ky. 

COURT REPORTER: (Swears witness .) 

DAVID HcCLSS!.'Y 

n w1t,ness who . after hov1no been duly sworn, was axae ined 

and tcst i fled a c follows : 

18 
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Q. 

A. 

Q. 

A. 

Q. 

Hr. Hcc lesky. wi ll you please state your full na.a for 

th e r ecord? 

David Glen Mc:Clesky. 

would you i dentl fY Exhibit •11 that's been submitted to 

the soa.rd today? 

ves. Exhibit ill is ay resuae. 

ooes thls resume reflect your educational background 

and work e xper1ence? 

A. Yes, lt does. 

HS. HcCLANNA!W:: Kr . Cha irman, I would aove the intro

duction of Sxhlbit •11 and s ubmlt Hr. Kcclesky as an 

expert w1t.ness. 

MR . CHAI~~: It ' S adalt.ted. 

Q. (Hs. HcClann~han conti nues.) Will this particular 

dr!l l lnQ un1 t that's been suboitted as the COGC t 2 unit 

be for the production of oas? 

A. 

Q. 

A. 

ves , 1 t. w1ll. 

And wha~ are the target torcat1ons froa which you 

in~end to produce? 

we•ve permitted the well for three poss1ble taroots. 

F1rst of a ll. the shallowest formation 1& the Raven 

Cl 1!f. It'o an upper H1&Bl&s1ppian aved rock . It'a 

19 
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Q. 

Q. 

i<. 

Q. 

A. 

about 65 feet th1ck and fa1rly b lanket throughout the 

area . However, 1t onl y develops primary porosity 1n 

very spectflc areas and we esticate there ' s l ess than 

10 percent that we'll find COQmercial production LD 

thls well 1n the Raven Cl1ff . The s econd for=ation 

perm1tted LD the B1CJ Lice. It's a middle Mississippian 

c arbonate . It can get up to 1 ,000 feet thick in this 

area. au t l~ke the Raven Cliff, 1t only develops 

prtcary porosltY 1n very selective areas and again we 

thLDk there's less than a ten percent chance that we'll 

f l nd coccerc1al product 1on in the Bi g Lice. The 

prlQary target o f the we l l 1s the aurea Fonaat1on . 

I t's the l owest most H1SSlSS1PPlan sandstone and lt c an 

b~ -- 1n thls area lt ' s r oughly 4 5 feet thick and can 

·lev~lop por osities of -- prUDary porosi tl.es over 20 

f eet. 

What are th~ es tl.mated amount o f reserves within the 

COGC :: :?. untt? 

we est~ate approximat ely 700 cillion cubic feet. 

And what l.S the esticated average product ion over the 

l1 ~e o: t he COGC =2? 

33.~ HCF per day. 

cou_d yoJ :dentlfY £xh~it •12 that's b een submitted t o 

the Board? 

Yes We 've got a l1ttle bigge r blow up on the wall 

20 
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Q. 

A. 

here. Exhibit i l2 11 a pictorial presentation on bow 

our qeolooists th1n~ t he porosity trend for the Burea 

ForoBtlon DlQht look underqround. we don't have a lot 

of well control down 1n tbl& area. but this is what 

we 're hoping for. we know the porosity trend comes out 

of McDowell county, west Virqtnia into this portion of 

V1rqin1a. The wells we have set up to develop this 

ye4r - - a s1x well program 1n Ta%ewell county will help 

us deltneate frog this direction and in this direction 

for future dr1ll1n9 possibilities. 

Oid yo u s uperv1se the preparation of this exhibit? 

Yes. I did . 

MS. HcCLAh~~: Hr. Chairaan, I move the i ntroduction of 

&xh iblt i12. 

KR. CHAlR."CAN: It 'S admitted • 

Q. 

Q. 

;... 

(Hs. Hcclannahan continues.) Has Cabot previously 

dr1lled any wells i n Ta=ewell county? 

Yes. ~e·ve dr illed t wo -- on the~ plan I showed you 

we•vo dlreudy completed the i4 and 19. We ore current

l y dr1l l 1nq the • 11 location. 

A~ th1s ~ 1ae do~s cabot possess the qeolooical and well 

data to deter=1ne the exact drainage patterns and 

Dpproprlate un i t si=es f or this area? 

No. we don't be l ieve so based on the drill i n; of the 

•4 and • 9 locat1ons. The , g f its tho aap pretty woll . 
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The i4 was somewhat of a d 1sappo1ntaent to us in teras 

o ! t lu.ckncss. We ' ve only got t he t4 fraek.ed. The f9 

was fracked yesterday and there is no -- we don ' t have 

ou~ pi peline bu i lt to get the oas out here . So we 

don't have enouQb enoineerinQ information to decid& how 

these well s are qoing to produce over t~e. At this 

point 1n ti=e we do not feel like field rules were 

appropri ate . so we applied for a unit based on ainiaua 

statewide spacing for t his well as a default. 

Q . Do you p lan to drill a_nd propose adcUttonal wells and 

provis l onal unlt.S in thlS area? 

A. Yes. Bas ed on the drillino of these wells we hope. aa 

you can see (roD the cap. that over t~e we'l l drill 

sev~ral more we l ls down here. 

Q. Are the costs and expenses for the OOGC •2 well set 

£orth on t he AF'E which is attached to the pool in; 

applico t lon as Exhlblt •G? 

A . vee . 

Q. Does thls exh~blt r e flect the costs of dr1llin; the 

well to t otal dept h and cocpl~ted for product ion costs? 

A . That•s correct . 

Q. At·~ you 1·equestin9 that CAbot be desiqnated oa the well 

ope r Ator author1:ed to op~rate the COGC 12 unit? 

A. Yes, we ar e. 

HS. HcCLMINAHAN: Those a re all the questions I have for Hr • 
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HcCl esk.y . 

Hlt . OIAI RHAll : Any ques~iona, mc~ers of the Board? 

(Wi tneaa stands aa1de . ) 

HS. HcCLAl.:NAHAN: Those ar e all the witnesses I have a_nd I 

woul d request that the Board Qrant our application as 

! t led w1t h r evised exhibit,s as submitted here today 

Qak1nQ the effectlve date of tbe order today. 

~R - CHAI RMAN: Before the Board makes any •otions, is there 

anyone e lse her e t hat wishes to address the Board? The 

record will s how there waa no one identifying thea

selves. Do I have a aotion? 

MR. GARBIS : I make a aotion to approve. 

Ml L KlttG : second . 

HR. CHAIRMAN: A ~otion t o approve the appl i cation and a 

r; econd . AnY fur t her d.1&cuosion? If not. all in favor 

s l qnt fy by s ayi no xes. (ALL AFFIRM.) opposed say no. 

(Uotn: .) I t's a unani mous approval . 
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JTEH IV 

HR. CHAI~I : The next itea on the a g enda -- I ' a aktppin; 

to what'& actually listed as ttea IV -- is a petition 

fro=. cabot Oil a,nd cas corporation for establiatwe_nt of 

a dr1ll i n9 un i t and poolino of conventional ;as well 

1den~1!ied as OOGC •1. This is docket nuaber VGOB-

95/07/16-0547 contlnued froQ July. We' d ask the 

parti es tha t w1sh to 4ddress the Board in thia aatter 

to come forwa_r d a t tb1s t1.ae. 

MS . HcctJU~: sl i~Abeth HcCl aonahan representing Cabot 

Oil ~d Gas corporation. 

KR. CHAt~~= Ar e ther e any o thers? The r ecord will show 

ther e a re no others . You may proceed. 

HS. HcCLANNA}UUl : The exh1b1ts that Hr. Kime has just given 

you are for the cocc '1 uni t applicati on . The reason 

t h1s packaqe 1s so much thicker than the package before 

1s s 1mpl y because o! the number of heirs that are 

1nvolved 1n the owner s h ip of the oil and ;as underlyin; 

thl!t un1t. I f you l ook at t he plat in th1& part1eula_r 

un1 t - - t he pla.t 1n t h1 s un1t is o.ctua11Y attached to 

the applicatlon and 1s a l so Exhibi t •8 in the COGC ~1 

un1t e xh lb l t book . You ' l l st'e that this 18 al so a 

prov 1&1on~l unit dr i l led on statewi de apac i nQ. cona i at

l nQ o f 112.69 acres Just lt'ke tha COGC t 2 unit. Cabot 
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1n th is u.n1t is the owner and operator of approxiaately 

93 percent of the rioht to develop the oil and oas 

underlytno this particular un i t. And that's shown on 

the rev1sed £xhiblt ,c wh ich we've auba1tted with this 

appl icat.lon. cabot ha_s previously filed the due 

d il1oence affidavits. copies of the cort1fied aaJl 

return r ece1pts. the hearLDQ notices and the cont~nu

atlon of hear1n9 notlces and proofs of publlcation for 

saae with Mr. Fulmer's office. consolidation cool 

co=pany 1s also the coal owner underlying thia particu

lar un1t and has consented to this proposed well 

location. Aqain Cabot seeks the authority to drill one 

qas well 1n thls proposed cocc ~1 un1t pursuant to 

statew1de spacinQ. We' ve sUba1tted an au~hori:ation 

for expend1tures subc1tted at Exhibit • C to this 

dPPll CfttlOD and we would request that the Board 

&uthort=e it to recover 100 percent of those coats es 

vubcu tted. Again, in this particular unit the.re are a 

nuabe r of unknown and unlocatable oil and qas owners 

who::;c funds should be escrowed pursuant to their 

per centaoes of interests as shown on Sxbibit •F of the 

oppltcatlon. The escrow prov1s1ons ~re, of course, 

:hooe prov1s1ons that aro 1n accordance with statute 

reoul at1ons and prev1ous orders of this Gas and Oil 

Boa rd. AQoin, Mr. Kime, Cabot's cenior landman baa 

• 
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superv1sed all land a spect s of this pro ject. And 

because there wer·e so a a.ny be i rsb1p issues i nvolved be 

has superv1sed Kl ke Pryor , an independent landaan that 

you cet c arl1er , and Hason Di xon Enerqy , Inc , an 

lndepend.ent ldlld aoency t o perfona due d.il i oence and 

offer leoses to the part1es within tbia unit . ere; 

zur kel is the president of Mason D1xon and wi ll t estify 

before you ll.bout those pa_rti<!S for whoa be wu reapons 

lble and who own soae oil and oas i nte rest underlyi no 

the unit. cabot wt ll dea onstr ate that is baa expended 

a laroe sum of coney i n developi ng th i s uni t and 

pre partno for t h l& hear inQ i n order t o l ocate all of 

th~ he1rs and of fer thea leases in a ccordance with the 

Gtatutory requ1reaents. Tbo l aroeat portion or the 

hetrs and unlocated part1~s that are wi th in this unit 

arc probably 1n excess of 200 but own les s t h an four 

porc~nt of the total uni t . cabot wi ll also testi fy 

that t1us un1t must bo establlshed os a provis i onal 

un1t 1n order that 1t oay obta i n vi t al data regardi no 

the qeolooy of the area. dr3inBQO patterns and evaluate 

the proposed d~v~lopoent pl ans for t hl& par ticular 

area . we would request t hat t ho Board es t ablish tho 

prov1s1onal unit d& shown on thi ft rav ia~d SMhibi t tB at 

Exhibit •8. pool t ho 1ntoras t a of thoso par tles l 1eted 

on r@VlP~d Exhtblt • C and approve the escrow plan t or 



• 

• 

• 

I 

2 

3 

• 
5 

6 

7 

the unknown and unlocatables as detailed on revised 

txhtblt iF . Also in order to meet dr1.ll1nq schedule 

r equirement s we would request that if the Board sees 

fit to grant this application that the effect1ve date 

would be t oday. T'he first witness I would like to call 

1s K.r. Jeff Kiae who has been previously sworn. 

8 JEFFERY KIKE 

9 ~ witness who, after having been previously sworn. was 

10 ~xamined and testified as follows: 

II 
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• 
DIRECT SXAK.INATION 

BY HS . HcCLAltNAHAtl : 

Q. Hr . Ktae, w1 ll you please identlfy &xb1b1t tl? 

;. , t xhtb1t ~1 is ay r esuce. 

Q. Does t~ts resuoe reflect your educational backqround 

and work htstory? 

A. v~s. !.t. does. 

MS. HcCt..AtmAHAN : Kt". cha in~an. 1 would aove the 1ntro

ductton of Exhtbtt • 1 and subl:'it Hr . Ktae ae an expert 

Wlt.ness. 

HR. CHAIRMAN : r t• s admltted. 

HS. HcCl.AllW\KAU : Mr . 1\iac has alroddy explained hi a 

r~sponotb\ll tle & at Cabot ond how he carriea out thole 

21 
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dut1es 1n hls testlQODY for t he COGC 12 unit appltc

o~ton. If the Bo&r 4 would be wi l ltoo we vould like to 

stipulate t.ha t evidence for t h te particular bea.r1D; a.a 

well. 

HR. CHAI~~ : 7bat'a f i ne. we wtl l r e ce i ve that stipul

ation. 

Q. 

A. 

Q . 

.... 

(Hs. H.cclannaban con~1nuee.) Kr . Xi.ae . baa Cabot Qi ven 

notlc e as requt red by the statuto 4S. l - 361. 19 t o e ach 

person or entity that's 1dent1f 1~d on Sxh1b1t • c 

underly tnq the unit? 

Yes. we have by us certified a a il, r e t urn receipt 

requested. 

Could you 1de~t1fy Exbiblt a 2 , p l e as e ? 

Yes. 7ht s 11 the nottce or btarino that was •a1le4 to 

all o! those lndivtduala and eent bY us cer tified aail , 

return rec:e1pt requested. 

HS . Hccwu~: Hr. Cbatraon, 1 aove the t n t r oduc tton of 

Exh:.bl t • 2:. 

HR. CHAIRMAN: It 'S OdDl t tcd . 

Q. 

A. 

Q. 

(Hs. HcClannahan cont lnuee.) Hr. Xta e, have you 

provtoucly t;ubaittcd the returned rec e1p ta to Hr . 

FUl:er? 

Yes . we have . 

were there a~y p~rsone whole na••• and/or addreaaea 

wer~ unknown that havo an tnttreat underlytnq COGC •1 
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Q . 

A . 

Q. 

A. 

Q . 

A. 

unlt? 

ves. there were. 

D ld ca.bot publiab a notice of hearing in tbe Bluefield 

Oa!lY TeleQraph on J une 24th of 1996? 

YeG. we di d . 

was a copy of the proof o f publication previously 

s ubaltted to the Board? 

Yes. it wac. 

would you 1dent1fy Exh~it 13 please? 

It's a not1ce of cont1nuation of bea_rin; fro• t.he 

previous hear1no date of July 16 to t oday•a date. 

12 MS . HcCU!lt'lAHAN : Hr. Cbairaan. I would move the int.ro-

13 

14 

15 

16 

17 
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25 

duct1on of Exhibit iJ . 

KR . CHiURKAl~ : It'S admitted. 

Q . 

A . 

Q. 

A. 

Q . 

(Hs. McCl annahan conttnues.) was this notice that's 

shown at Exhibit 13 aailed to all the parties that ar e 

listed on Exhibit •c by certified ma il. return receipt 

requected? 

Yes. it was . 

And have thoce return receipts also bocn previously 

sub~itted Lo the Soard? 

ves . they have . 

Wtls th~ notlce of contlnuation of bea_rino also publ ish

ed 1n the Bluefiel d DallY Teleoraph paper on July 3rd, 

1996? 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Yes. 

was 4 copy of the proof of publication previously 

subaitted to thls Board? 

Yes, i t wa s. 

Thls notice of continuat ion o! hearino was published 1n 

order to ta~e care of those persons whose naaes ond/or 

addresses were unknown, is that rivbt? 

That's correct . 

could you identi f y Exhibit P4? 

Exhlb1t •4 should be the copy of the publication 1n tbe 

news paper. 

And that da te wes J uly 31 o! 1996, is that r1Qht? 

;.. . Yes . 

MS. HCCLA1mAHAll: 

tx.h ibl t ·~ . 

Hr . Cha l rman, I move the introduction of 

16 HR. CHAIRMAN: It'S a<bitted. 

, ,. 
19 

20 

21 

~ 

23 

2• 

Q. 

A. 

Q. 

A . 

Q . 

tHs. HcClannahan continues.) Th is notico was publ1abod 

for what reacon? 

7o provide notice ~o the unlocatablc vas owners. 

And thoGe wore additional unknown parties that you 

l ocated stnce the f i lino of tho f irs t, is that correct? 

vee. Becouse of our du~ d1lio~nce we were fortunate 

findtno ~- dotermininq t hero were a any people, aoDe of 

whlch wp could not find. I'm sorry. 

wo o n copy o£ t hl s proof of publlcatlon alao previously 

30 
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A. 

Q . 

A. 

Q. 

A. 

Q. 

A. 

Q . 

A. 

s uboit t ed to the Board? 

Yes. 

I s the 1nforDat1on that was l i sted on Exhibits tc# tD 

and !F as subaitted with the application still correct? 

No . As oriq1nally subDitted that vas incorrect 

tnfor=ation. Because of our due dil1Qence since that 

or lQinal Ci llnQ we were able to determine naaes and 

addressee of c ore people. 

Has c abot nott !ted those parties of the application? 

YeG, we have , us certified mai l, return receipt 

reques t ec!. 

Dld you subnit those return rece i pts !or tho additional 

oai li ngs to t h e Soard previously·? 

Yes. 

cou ld you q1ve t he Board so~e sense of the estimate of 

cos t s t hat you've expended for l ocat io; the COGC a1 
owners . t he newspaper publications and the certified 

ooi llnQ& that Cabot has co•pleted for this unit? 

Th1s was an i ncredible undertakinq. The publication 

cos t s Cor the oocc 11 ar e aroun4 $480 . wo prepared and 

~•tied over 332 cer t if ied moi l invs and probably a 

coupl e o f ttmos. Th~ copies of those ao111nqa wore 

over s~ .100. The posta;e wa s aore than 11,400 . Tbe 

tot~ l co~ t o f publlcations and c ertified •a111no 

bcoun ts t o over J6,~00 not 1ncludinq pers onnel coa t a • 
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' 
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o. 
A. 

And we've tncurred approxtaate ly S20,000 in costa 1n 

cul.D091n9 Hr. Zerkle and Hr. Pryor ocqutrioo lea_aea fro• 

so=e of ~hose people and Just ldentify-tnq thoae that w 

could. It 's b een qutte An undert.ak.ino . 

could you 1dent1!y &xhibit oS, pleaae? 

Yes. ?his 1s revised Exhibit oc wh1cb identifies the 

;as, 0 11. coa l and ainorol owners in the COGC 11 

provis ional unit. 

t HS . HcCLAJJNAJWt : Mr . cbatraan. t •ove the 1.ntroduction of 

10 

11 

12 

13 

14 

Ex.hiblt • ~· 

HR . CHAIRHAII: It 's od::litted . 

Q. (Hs. McCl annahan cont i nues .) could you tdent tfy 

E>Cbib1t •67 

A. Yes . This 1s t he revtaed Exb1btt • o which would 

tdentt!y the unleased oaa ownora beneath our COGC t l 

prov lstona l unit. 

!'iS . McCt.A.'\UAHAN: Hr. Choircan. t would aove the 1ntro

duct1on o! Exh1b t t • 6. 

HR . CHAI RMAN : tt' 6 od::l1ttod. 

o. (Hs. Hcclann~hon conttnuee . ) Pleoae 1donttfy the 

~xh1b l t c~r~ed as • 7. 

A. vos. Th1s 1s revised &Kh>blt • r which l1ata e ll the 

unlocuteo qac. o1l . coal end •1noral owners beneath our 

provts1onol OOGC e l un1t. 

HS. HcCLJUl.NAitAN: Hr . Choiraan, 1 a ove the 1ntroc1uct1on of 
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EXhlblt . 7. 

HR. CHAIRHAN: Exhibit o7 is admitted. 

Q. 

A. 

Q . 

A. 

Q. 

A. 

Q . 

A. 

Q. 

"· 
Q. 

''-
Q. 

(Ks. HcClannahan continues.) oo these revised exhibits 

accurately r eflect the current ownerch~p and lease bold 

status of the cocc '1 unit? 

Yes, they do . 

Is consol i dation coal coapany the coal owner under the 

proposed COGC ,1 unit? 

'les. they are. 

Did you receive consent for this well location fro• 

consolidation coal CoDpany? 

Yes . 

Hac a dri llino perclt been prev1ously refused to Cabot 

on any o f the tracts that comprise the OOGC 11 unit? 

uo. i t. has not. 

Has ~ wel l work perait been filed for this particular 

UDlt? 

Yes , we di d . we f iled for a work perait on June 24th, 

1996. 

oo~s th~ plat that's attached to the unit and pool in; 

"'PPllcotlOn 1nd1cate tho acreaoe and the shape of the 

acreage to be eobraced wi eh in ehe oocc 11 unit? 

ves. 1t does. 

wos that plat acended by Exh1bit 18 ao tt•s submitted 

t o 1nclude the Co~onwealth of V1rQ1nia' s acreaoo? 
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6 

1 

A. 

Q. 

A . 

ves. That' s correct, to include the potentia l clai .. 

that the com:onwealth baa beneath State Hiohway Route 

267. 

Is that shown on revised untt plat 8? 

Yes, it 1s. 

MS. McCl..ANNAHAN : Hr-. Chairman, I would aove the intro

duction of Exhibit f8. 

8 MR. CHURMAN : It's admi Ued. 

9 

10 

II 

12 

13 

14 

15 

16 

18 

19 

20 

21 

22 

23 .. 
25 

Q. 

A. 

Q . 

A. 

Q. 

A. 

Q. 

A. 

Q . 

(Ms . KcClannahan continues.) Did you provide the 

co·~:u:Jonwealth with a copy of the application. revised 

exhiblts and the revtsed plat ? 

Yes , we did and they wai ved notice. 

D1d you prov1de that by cert1!1ed •ail, return receip t 

request:ed? 

Yes, we d i d. 

Does the revised plat that' s submitted aa Exhibit te 

1ndjcate the area w1th1n which the well wi ll be drilled 

on the proposed cocc !1 un it? 

ves. it does. 

Appro>:tCilte ly bow aany acres has Cabot l e ased 1n 

southwestern Virq inia? 

w~·v~ leased over ~o .ooo acres i n southwest Vir; 1n1a in 

the laat ftve or e1oht years . 

what ~ould be the averaoe fa1r aar~et value ter.s for 

an 011 and qas leaso in southwest V1r; 1n1a for bonuses • 
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A. 

Q. 

A. 

Q. 

A . 

Q. 

A. 

o. 

i\. 

Q. 

• 

d~loy rtntals. royalties and shut-in royalties? 

The fair aarket value would be a dollar per acre for 

bonuses. a dollar per acre delay rentals. one-eiobth 

royalty and approxi.Dately two dollars an acre for shct

t n royalty . 

Tbe prtmary terD? 

The prlcary tera would be fro= one to five years as a 

fatr carket assessment. 

Does the proposed dr1ll1nQ uni~ shovn a~ Exhibi~ t8 

embrace t wo or core separately owned tracts or are 

there separately owned ineerests in all or &n.Y part of 

the drll lino unit and those havino interests bave not 

4greed to pool the1r tnterests? 

vee . 

Have you obta t ned 0 11 and ;as leases on any part of the 

3creaoe that ' s not owned by Cabot witbtn the COGC 11 

unlt? 

Yes , we have. 

What percentaoe of the oil and oas wt t hin the unit ia 

owned and leased by Cabo~? 

we own or have le~sed approximately 93 percent of this 

un1t . 'i'hot would l eave .-\pproximately s even percent 

unle-ased. 

Are you requeatino t hat the a oniee attributable to the 

unlocatod owner~ bo placed and held in an escrow 
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A . 

Q. 

account that's been prev1ously established by this 

Board pur-suant to code s oct1on 45 .t-361. 21? 

Yes. we are. 

Are you request1ng that the Board establi~h the OOGC tt 

unit a s G prov1sional un1t and pool the interests of 

the partle& that are llsted on revised Exhibit I C? 

A. Yes. 

MS. HCC'L.A1.'NAHAN: Those are all the questions I have for Hr. 

Ku:e. 

KR. CHAIRMAN: AnY quest1ons. meabera of the Boord? 

(Witness stands aside.) 

KR . CHAI~~ : call your next witness. 

HS. HcC~~~= Hlchael Pryor . Hr . Pryor has previously 

testlfled 1n the COGC !2 unit and bas previously been 

sworn. 

MICHAEL PRYOR 

~ wi tness who . Gfter havtn; been previously sworn, v as 

cxao1ned and testif1ed as follows: 

DIRECT EXAMINATION 

0 \ ' HS . HCCLANltAHAN: 

Q. 

A . 

Hr. Pryor , would you ldentlfy Sxhiblt 19, please? 

That's my r~su11e . 
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Q. And does thi s resuae reflect your educational bact-

2 Qround and work expcr1ence? 

3 A . vos, i t does. 

• HS. HcCLAA"NAHAN: Hr . Cha.1raan, I move the 1.ntroduct1on of 

s ExhLblt •9 and sub~1t Hr. Pryor as an exp~rt witness. 

6 KR . CHAIRMAJ~ : It' s admitted. Proceed. 

7 Q. 

8 

9 

10 

11 A . 

12 Q. 

13 

•• A . 

IS Q. 

16 

17 

18 ;.. . 

19 

21 Q. 

22 

Q. 

2S A . 

(Ms . Hcclannah~~ continu~s . ) tn your experience in 

obtaininq leases i n southwest Viro! \1~ Mr. Pryor. are 

you f a.o l l ia_r wi th th~ fair Clarltet v~ .. ae for oil and. ;as 

leas eG i n t he unit area proposed for the COGC 11 unit? 

Yes . I am. 

Approxi ~ately how aany acres bsve you leased 1n 

southwest Vi rglnia? 

Thousand_s of acres . 

What do you bel i eve are the fa~r cartet value terms for 

an 011 and oas le~sc i n this area for bonuses, delay 

rentals. roya l t 1es and shut-in royalties? 
• 

The bonus 1s a dollar per acre, delay rental is a 

dol lar per acre, chut- i n royalty two dollars per acre 

and r oyalty dt one- e iQhth. 

What would be the pri~ary term? 

one to fiv~ ye ars. 

Did you work on a por t i on of the he1rs that have 

ownershlp lnterests unde r t he cocc il unit? 

Yes. I did. 
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Q. 

A. 

Q. 

A. 

Q. 

;>. . 

Q. 

;>.. 

Q. 

A. 

Q . 

Whi ch hei rs would thnt be? 

7he Hattle Beavers heirs, the Nanny Bandy Beaver• 

hei r s . the Dunford heirs and Asbury heirs . 

How d1d you identifY these heirs? 

Extensive courthouse wort and froD the names we could 

£1nd 1n th~ courthouse we went ou~ and talk to the 

people we could f i nd and oot additional naaes from thea 

4nd them t elephone conversations. Extensive working 

and talkinq wi th these people. 

With r eQard t o the un leased owners that are identified 

on ExhU01t •6 as we submit it have you contacted those 

landowners t o obta1n a lease from the Hattie Beavers 

he1r s, the Nanny Bandy Beavers heirs, t.he J. Q. Asbury 

hc ir6 and t he Thomas Dunford heirs? 

Yes. aa'aa . 

Wlth r eQar d t o the unlocated persons identified a.a the 

saoe hEn.rs t:hat. 1 )ust l1sted shown on rev1.aed E:xbibits 

• 0 and .~ subcitt~d here1n as Exhibits ~6 and 17 have 

you trted to l ocate t.hem 1n order to provide notice of 

the oppl1cat1on and obtc.un a lease? 

v~s . ma'am. 

Are th~se unl ocated and unleased owners l i sted on 

EXhlbltG p6 and , 7? 

\'es. they are. 

oo you beltev~ you wi ll be Abl e to locato any of the 
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• 

part1os that ore listed as unlocotable or unknown? 

A . No, ma• am. 

Q. Have you exerc1sed due diliqence i,n atteaptin; to 

locote the po_rtles in order to serve notice of thia 

hearin9? 

A. Yes, we hove . 

Q. could you explaln what you have done to accoaplisb that 

due dlligence? 

A. we have exhausted every means we could that I know of 

!or flndi nq addltional heirs and tal~ed to all the 

heirs and they couldn't help us to find any of these 

m1ssinQ heir s . 

MS . KcctJU~~: ~hose are al l the questions I bave for Hr • 

Pryor. 

HR . CHAI~~: Questions. oemhers of the Board? 

(Wltness stands aside.) 

~ . CHAIRMAN: You may call your next witness. 

HS. HCCLANNAHAH: Creq Zerkle. 

COURT REPORiER : ( SWears witn ess.) 

GREGORY ZERKLE 

a witness who , after hav1n9 been duly sworn, was exami ned 

and ter.t1f1ed ~s follows: 
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DIRBCT BXAHINATION 

3 BY HS . HcCLA.tlN.AHAN : 
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16 

17 

18 
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o. 
A. 

o. 
A. 

Mr . Ze rkle. w1ll you pl ease state your full name? 

c reoory A. zorkle. 

would you 1dcnt1!y sxhibit •to. please? 

That • s 4 r ·cGw:so ou tllninq my educati onal and profess

ional experience . 

HS . HcCLANNAHAN : Hr~ Chal raan. I move the 1ntroduction of 

Exh iblt • tO and s ubmi t Hr. zerUe as an el(pert wit.ness. 

MR. CHAIRMAN : l ~' s odDlttQd. 

o. 

A. 

Q. 

"· 
Q. 

A . 

Q. 

i\ . 

(Ms . HcClannahan cont i nues .) Old your coapany provide 

oss1stance t o c abot in locotinQ and leaoinq the Lilly 

Bondy he1rs i n the COGC •t unit? 

Yoo. we d id. 

Old you s upervise and direct t h e landsaen who worked on 

t h ls proj'l!ct? 

Yes. I did. 

How many l andsmen d1d you utili:e to work on tbe 

prO)C Ct ? 

1 e~p loyed thr ee par t ies t o work on this over the last 

Cew 11onths. 

And '-'PProxtch\te l y how eany hours were spent on the 

p ro) ect.? 

we have an cxcoss of 500 hours dodicatod to this 

4 0 
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Q. 

A . 

Q . 

A. 

Q. 

A . 

Q. 

A. 

Q. 

A. 

Q. 

Q. 

pro)ect. 

wbat interests do the Lilly Sandy heir-s have in this 

portlcular unit ? 

Their i nterest is 3.4 net acres in the 112 acre unit. 

That represents about 3.8 percent of the total unit. 

I t '& a very saall percentage. 

Are you famtliar with the teras i n southwest V1rq1nia 

of the fatr market val ue for oil and oa.a leases in tbe 

unit area proposed for the COGC 11 unit? 

Yes. 1 a=. 

what in your opinion would be the averaoe fair market 

terms for ~n oil and gas lease 10 southwest Vtroinia? 

Typical renta l payc~nts would be a dollar per acre. 

TYPlcal bonus payments would be a dollar an acre. 

Royalty provtsion is t yptcally one-eighth. Shut-in 

provtslon ts one to two dollars an acre. 

And the prtmary t~ro? 

One t o ftv~ years. 

Dld your co~pany 1dentifY a ll the Lilly Bandy heirs? 

we could not 1dentlfY all of them. 

The ones who wer ·e tdentt fied, did y·ou contact thoae to 

obtnin d l ease from th~m? 

Yes. we dld. 

The Hatt1e noev~rs helrG and the Lllly Dandy Beavers 

hc1rs ar~ also part of t he Lilly Bandy heira, 1a that 

u 
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10 

11 

1~ 

13 
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A. 

o. 

A. 

o. 

A. 

o. 

A. 

o. 

c:orr~,. .. -

correct. 

~~d thos e were actually done by Hr. Pryor? 

correct. 

So you actually were responolble for all tbe Lllly 

Bandy hetrs except tbooe tba t H·r. Pryor did, riqbt? 

correct. Lllly Bandy had tan children. I had respona• 

1bllltY for trock~no e1obt of those ten children and 

Hike had t ·wo. 

Wt t h rcoard to the unlocated pe reons that are l 1ste4 on 

Exh <blts • 6 and • 7 which are r ev ised Exhibits tD and •r 
have you t ried to locate theD ln order to provide 

nottc e of the appl t cat1on and obtain a lease? 

Yes. we have . 

Are these unlocated and unleoeed owners all listed oo 

txlub1ts pD and • r suboittod oa • 6 and 17? 

Yes, they ore. 

H3s your company oxcrc1scd due d111oanee i n atteaptinq 

to locate these parties 1n order to aerve notice of the 

he ortnq? 

A. ves . we have. 

HS. HcCLAiniAHAU : 

z.-rkle. 

'i'hose ore all the queettone I have fo.r Hr. 

HR. CHAt~: : Any questtons o f tb1 a Wltneaa. aeabera of tbe 

Boa rd? 

4 J 
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I (Witness stands aside.) 

2 KS. HcC~~t: Dave McClesky. Hr . HcClesky baa been 

3 prevtously sworn 1n h1s testimony for the COGC f2 unit . 

• 
S DAVID HcCLESO 

8 a witness who. after bavinq been previously sworn. wan 

7 exaatned and testi fied as follows: 

8 

• 
10 

DIRECT EXAMINATION 

11 BY HS. HCCLA!m.AHAN: 

12 

ll 

14 

IS 

16 

17 

18 

19 

(). 

A . 

(). 

Mr . McClesky, would you please 1dentify Exhibit tZll? 

Yes. Exhlbtt 111 is my r esuae, work history. 

would that accurately reflect your educational back

qround as wel l? 

A. Yes. 1t does . 

HS. HcCLAJmA.H.A.N: Hr. Chairman. 1 11ove the introduction of 

Exhibtt •tl and submit Hr . KcClesky a s an expert 

w1tneas. 

20 HR . CHA111.'1illl: It's ad>litted. 

21 

22 

2l 

2• 

Q. 

"· 
Q. 

(Hn. HcClanndhon conttnucs.) Wi ll the COGC 11 unit be 

for the productton of Qas? 

Yea. it wtll. 

can you expla in the tarQet f oraations from whtch you 

i n tend to produco? 

u 
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A. 

Q. 

A. 

Q. 

. n . 

c. 
A. 

Yes. The cocc tl wo.s pe rmit ted for three poea1ble 

t aroe t o . Tho sha l lowest in tbe Raven Cliff roraation . 

I t's ~n upper Miss i ss i ppian s ands tone , rouQb ly 6S feet 

thlck. It de velops primary porosity in very select 

ure~s and i n thi s wel l we est i mate l ess than 10 percent 

chance of f1nd ino coRDerc ial production. The second 

! c reati on perai t t cd was t he Bi O Lime. It's a middle 

Klss is ~ippian carbona t e , c an oet up to 1,000 feet 

t h1.c k . But l 1ke t he Raven Cliff c oz:me.r cially it only 

produce s in select ar ea s. so aoat n we have l ess than 

10 percent chance of f i ndino co .. ereial product i on i n 

t h1s well. 'i'h e p ri.aary t arget is t he eure a Fonat1on. 

tt•s the l owest Hi sstssippi an s andstone , 40 to 45 feet 

t hlck. It can develop pria ary poros i ty over 20 feet . 

What a r e the est tmoted a=ount of reserv~s wi thln t he 

cocc ol unit? 

w~ estll:l3te about 700 a i ll ion s t .and cubi c f e et . 

And t he es t1ca ted averaoe of product ion over t he l ife 

o f the COGC •1 we ll? 

33.9 HCF per doy . 

C4 n you plea s e i dentify &xh1b1t ! 12? 

Yes. Exhlblt • 12 is a pictorial Qrid of t he poros i ty 

trend co~1no 1n !rom wes t V lrqin1a ~ McDowel l county, 

int o 7o: cwe ll County . On i t we h ave our dri ll i no 

pr oqra= for t he year. The t l we ll i s rloht there . we 
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r l"n on dril l l nQ f i v e wells i n this ;enera_l area . The 

· ~ we l l itself wo ' re ooino to drill down this way to 

see 1! t he ourea t re nd goes in this di rection ao that 

we can properly plan our drilling prooraa for next 

year. 

Q. Old you supe rvise t he preparation of &xh1bit 112? 

A. Yes, I did . 

HS . McC~'n~: Hr. Chairaan, I aove the introduction of 

&xh1b1t il2. 

MR . CHAIR.KNl : I t 's adJ:d t ted. 

Q. (Ms . Hcclannahan continues.) Has cabot previously 

drtll ed any wel l s in Ta:ewe l l county? 

A. Yes . we've dr illed two, t he t4 and the 19 on that 

pl at. we a re cur r entl y drillinq the ill. 

Q. Does cabot pos oes s the oeoloqtcal and well data to 

det~rm1ne t he exac t dra1na; e patterns and appropriate 

unit st~es fo r this area? 

A. Ho . ~e feel l i~e the two wells we•ve drilled to date, 

o$ and ~ 9. have not ;1ve n us enou;h infor.ation. The 

•9 was pret ty wel l t he way we planned. The 14 was much 

th1nner 1n the Bure4 t hat we had hoped. We havo the 19 

fraeked, the · ~ ! racke d. Neither we ll turned in line 

bec11use we don•t hove our p i pel ine laid down -- the 

t run~ l1ne to lay down 50 we lls. So without that 

enQ1necr1n9 1nCoraat i on we don't feel l1ke we cen 
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Q. 

A. 

Q. 

i\ . 

Q. 

A. 

Q . 

dete~a1ne Lhe exact draLDnoe patterns of these wells . 

Why did you use a 112.69 acres statewide s pacinQ un1.t? 

Slnce we felt the veoloq1c enql.neerinQ inforaation was 

no suff1c1ent we defaulted to the current statewide 

spac109 o f 1 .2~0 f eet . 

Are the cos ts and expenses f o r the COGC ~1 set forth on 

an AtE attached t o the unit and poolinQ application as 

Exh lbl.t. • G? 

Yes . 

Does th1s exbl.blt reflect the costs of dr~llinQ the 

wel l to total depth and comple ted for production costs? 

That's correct . 

Are you requesting that Cabot be des1qnated as the well 

ope rator f o r thls pa~ticu lar unl.t? 

Yes . 

HS. HcCt.Al'lNAHAN : Hr . cha1n~an, those are al_l the questions 

1 have for th1s witness and I don ' t have any other 

w~tnesses t o s ubQlt t o t he Board . 

H~ . CHAI~l : AnY quest1ons o f this wit ness, meabers of the 

Board? 

HR. K:Nc : What do you say the life o f these wells are? 

7Ht WITNESS: Probab ly 1n th1 s a r e a it will be 30 to 40 year 

ll f e. Host o f the Appalach ian well s that we drill, 

they w1ll lost c l ose to 40 years. 

H~ . CHAI RMAN : Ot her quest1ons ? 
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I ( Witneos stondo aside.) 

2 KR . CHAIRMAN : Do 1 have a Qot1oo? 

3 MR . KlUG : Hr. chatrman . I oove tbat we allow this 

• appl ication. 

5 KR. LSWIS: Se cond. 

6 HR . CHAIR.'tAJl: A mot i on to approve and a second. AnY 

7 further discussion? 

8 MS. McCLANllAHA.~: Hr. Chai rman, we would lust lite 'the 

9 effective date to be today. 

10 HR . !t: lNC: ! r:ove revise a y coti on Cor tbe effective date 

II 
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to be today. 

HR . LEWI S: I s econd the cotton. 

HR. ~?~: A moti on and a second. AnY further 

dlSCUSS i o n? 

KR. GARBIS : Otd we a s k if ~ere was anybody here to apeak 

a ga1-n st. t his? 

HR. CHAI~~I : I dtd a t the beqinn i nQ , but are there any 

part1es here that wish to say anything further? The 

record w1 l l s how there are none. All ln favor s ignify 

by s a y1ng y es? (ALL AFFIRM . ) Opposed say no . (NONE.) 

it' s a unonimous approval. Thank you. 

xs. McCt..ANNAHAU: Thank's ve ry much. we flppreciate your 

courtesy . 

MR. CHAIRMAN : 1 Know t•o SKipping around a littl• b i t but 

1' 11 to 90 b ack now and pick up from l ast aonth . The 
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next 1tea on the aqenda is a petition fro• Equitable 

Resources Energy co•pany. We'll take about a five 

minute break while Equitable qets their parties here • 
. 

(AFTER A BRIEF RECESS, THE HEAIUNG CONT~ AS 

rOLLOWS:) 
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ITBH V 

HR . CHAJ RKAN : We're back on record. I'• going to QO ahead 

and dispe nse wi~h ano~er 1tea on the a;anda# that is 

I tem v f o r today; this is docket ouaber VGOB•96/08/20-

osso and that 18 withdrawn. 

• 

• 

49 



• 

• 

• 

I 

2 

ITEM II 

3 KR. CHAI RMAN : The next i tem on today•s GQenda is docket 

• n~er VGOB-96/07 / 16-0S48. 7h1s is a pet1t1on fro• 

s Equitab le Resources tnerqy company for a well location 

• 
7 

• 

exception for well VA0-3554. We'd ask the parties that 

Wl &h to add.n~ss the Board in tbis aatt-er to coae 

!orward at this t iae. 

9 HR . WILHOIT : Hr. chairman and members of the Board, ay naa& 

10 

" 
12 

13 

14 

15 

16 

17 

18 

19 

20 

, 
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23 

is To= W1l bo1t. I'a an attorney here on the behalf of 

Equi tabl e Resource s Enerqy compan.y. Tbay•ve filed an 

appl1ca t ton for a l ocat ion exception in connection with 

we l l VAD-JSS4 . If I miQht approach the diaQra., 1 

thin~ 1 ca_n e )I."Pl4ln a l i ttl e for the Board why we are 

her e t oday . 

KR. CHAI RMAN : All rtoht . Just let me stop you just a 

second . Are ~here any others here today that wi s h to 

tldd_re ss t he Board 1n t h ls aatter? The record will ahow 

t here ore none. You may proceed. 

HR . WILHOIT: Than~ you . Members of ~he Board, this coapany 

(I l ed • poro1t (or we ll VAD-JS54 as a coalbed •ethane 

we ll and that we ll un1t i s outl i nod here in this blue 

square. This was done in Har ch of 1996 for the 

production of coo lbod ae.t hane. Subsequent to that they 

! 1l cd on application to aod 1fy that pe rait to produce 

50 
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from this sa~e wel l bore conv~ntional qos and that unit 

1s outl1ned in qreen. How , this diaoraa waa also 

attached to the opplication which should be in your 

packaoe . What we've done 1a this was a leqal location 

for CBH we 11 • Ho'Wever, when we a.od.if ied 1 t to produce 

conventional oas the spact.no becaae a problem in tbat 

the new 2 ,500 foot law came into effective and this 

well is a ctually 2,432 feet from our P-102 well . So 

that leaves us 68 feet necessary for an exception for 

thlG parti cular well. So we filed an application for a 

loca t!on exception !or this 68 feet di fference in 

spac1ng be tween the 2,500 and this well. I see a 

ques t1on on your face. 2,500 feet fro:;, an,y adjoining 

wel l 1s the s pacino requireaent. This location io 

2,432 !eet fro» an oxistino well. we are 68 feet short 

o! the z .soo. s o we are aakino for an exception. Hay 

1 c al l ou r f irs~ witness? 

~R. CHAIRKAU : sure . You may. 

MR . WILHOIT : Mr . oon Hall, please, would you be s worn. 

COURT REPORTER : (SWC4rS witness.) 

DON C . IIALL 

a wi tne&s who, ~ !ter hav1n9 been duly sworn, was exaa1ne4 

and t~sti ft ed a s follows: 

e 



• 

• 

• 

2 

3 

• 
s 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 .. 
2S 

DIRBCT EXAMINATIOH 

BY HR . WILHOIT : 

Q. 

A. 

(). 

A. 

Q. 

A. 

woul d you state your full name for the record? 

HY naae is Don c. Hall. 

Mr. Hal l. where are you employed? 

t'o ecpl oyed with tquit4ble Resources £nervy Co•pany a.s 

d1strict londcan in vtrvinia . 

Have you t estl f1ed before this Board on occasions prior 

today as a w1tneso ! or Equitable Resources soerqy 

Coapany? 

Yes , 1 have. 

KR. WILHOIT: Hr. chairoan. t would oove that sinca he has 

been qualtflcd previously os an expert that he be 

adDltted t oday os a n export. 

HR . CHAIR~I : He•s oda ltted. 

Q. (Hr . W! lhoit con tinues.) Hr. Hall, would you explain 

what you responslb11 1t1fs are in connection with the 

lands involved in this are a here? 

A. 

Q. 

I s upervise the land department in V1ro1n1a in re;arda 

to locattono. l~lloino. rloht-of-way o.cqu1o1t10I\. 

In connect1on w1th your wor~ wi th Squitablo are you 

fam1 l1ar with tho npplico.tion for th1a location 

cxcept1on for w~ll VA0-3S!>4 and the particular relief 

thot•o been requeoted? 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A • 

Q. 

A. 

Q. 

A. 

Q . 

,, . 

Yeo. sir. 

In connection wi th that o,pplication to your k.nowled;e 

have all the intereat~d partie• been notified aa 

requ1red by section 4 . B of the requlations? 

Yes , s1r. 

would you i ndlc at• to the Board the ownership of the 

oll and qas underly1nq well VAD-35547 

vtroinia Iron, Cool a.nd coke co•.pany own.& 83 . 72 percent 

and P1ne Hounta in Oil and Gas 16.28 percent . VIC and 

Clinchfie ld tooether own the coal. 

Does Equltable own ri;hts to operate any reciprocal 

wells? 

Yes, we do. • 

Do you have all t he lcacos and walla aurroundinQ th is 

particular tract? 

ves. we have ol l tho acreage around thi s area either 

leos cd frog Cl lnchf1eld -- Pine Hountain or Vtc. 

Are there any correlotivo rtohts 1aaueo involved in 

tht s oppl 1eat1on? 

No . cu-. 

would you ~xplain for the Board tho reasons why thia 

l ocat1on exception io be i no r equested? 

As you've 4lrca4y told the Board, we applied for 3$54 

curl tc•· 1n the yaar ao a coalbo4 e ethano well an<l we 

have s 1nco decided that we want to produce thi s aa a 
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duel producer . 1n other words, we want to produce 1t 

10 conn~ctton wlt,h the coolbed aethane ooa out of the 

s&D~ bore hole- This locat ion 11 currently eonstructed 

a s a coal wel l ~ut we would liko to u,ae the sa.e 

locattoo4 the s~e hole, to produce both foraationa 

fro• -

Q. was thts locatton bui l t prior t o the amendaent and 

rcv1s1on of the spacinq ruloa of 2,500 feet? 

A. ~lo. It was per=itted before. 

Q. It was p er31tted before --

A. U'h-hub. 

Q. and then tbey chanqed tbe rules . so thi-s exception 

1s needed :1ow? 

A . 1U9h<. 

MR. WlLHOIT: ~bat's a ll the queat1ons I hove, Hr. Cb~ira~. 

KP. . CHAIRMA.'( : Any questions. mecbero of the Board. of this 

w!.tness? 

(Wi t ness stands as i de . ) 

HR . CHAIRMAN : vou ooy call your next witnoas . 

~R . WILHOIT: Mr. Bob Dahlin, please. 

COURT REPORTER: (Swe~ra witneaa .) 
• 

ROBERT A. OAH~lN, 11 

a wttness who, 4fter havtnv been duly sworn, w-as e-xaai.ned 

4nd test lfted as follows: 

• 

• 
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DIRECT £XAHINATION 

2 

J BY HR . WILHOIT: 

s 

6 

7 

8 
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10 

11 

12 

13 

14 

Q. 

A. 

o. 
A. 

o. 

A. 

o . 

would you s tate your full naae, please, f or tbe record? 

HY name is Robert A . Dahlin, tt . 

Hr . Dahl1n, where are you employed? 

I'm employed i n RJ.ngsport by EREC as a production 

s pec 1a11st . 

Slr, in that capacity could you eXPlain for the Board 

)ust exactly what some of your responsibilities are? 

1 ' Cl responsible fo r the production J f oil and gas froa 

all our wells 1n Virginia . 

Have you previously test1fied before this Board as an 

expert w1 tness? 

IS A . YC! G, 1 have . 

16 KR WI LHOI T: Hr. Chairman, I move that he be submitted as 

17 

18 

19 

20 

21 

22 

23 
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an expert witness . 

HR . ~RMAN: He 's adQ1tt ed . 

o . (Hr . W1 lho1t continues.) Now, in connection with your 

work at EREC a re you fami l i ar wi th the application for 

thls l ocation excep t1on f1led by EREC f or well VAD

JS5<n 

A . Yes. 1 am . 

Q. I n the event that t his location exception were not 

qranted could you project for us the estiaated l oss of 

\ 
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A. 

Q. 

A. 

Q. 

A. 

Q . 

"· 
Q. 

A. 

Q. 

A. 

Q. 

r•serves that would reeult 1n waate? 

The t ota l reserves in tbia coabinat 1on unit are 850 

aill1on cubic feet of which we would expect approxlaat

t'ly 400 "1111on cub1c feet to be coa lbed netbane and 

450 million eub t c feet to be conventlonal. 

If t .his e.xceptlon were not Qrant e4 then we woul d lose 

to waste bow aucb of the reserves? 

sine~ we do have a current CBH wel l we would loee t b e 

conventional reserves. 

And that would be in the amount of 4 50 Dill ion cubic 

feet? 

That ' s cor-rec t. . 

whn is the total depth of t h e proposed well under your 

plan o f develop~ent 

5 , no feet. 

Is thot consistent wi th the wel l work permit you QOt 

!roc the motE? 

ves~ 1t 1s. 

W1 ll this depth be sufflc lent to penetra te and teat tbe 

coa.:~on sou_=ces: of supp l y ? 

VeG, It wil l. 

• 

~re you r~questin; that this locat1on exc•pt l on cover 

conventlonal ooe reservoa 1.n tho des1qnated fo~at1ons 

froa the surface to tho total depth? 

As vell as the CBK reaerves. yoa . 
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Q . 

A. 

In your op1n1on w1ll the orantino of this locatlon 

exception be 1n the beet interest of prev~ntino was te, 

pro~~ctino correlattve rioh~G and mox1•i:1n9 recovery 

! roo t hu; well? 

Yes. si r. 

HR . WILHOIT: That •c a ll 1 have, Hr . Chairman. 

KR . CHAIIUtAU: Any questions~ cemberc of the Boerd? 

HR. GI LLUM : What t s the depth of the a ethane well? 

THE WITNtSS: The deepest coal seam we expect to produce is 

2 , 760 feet . 

HR. CHAI~I : Do you plan t o frack the seams of coal? 

iHE WITNESS: Yes. we wtll . It wtll be a aultiple staoe 

co•plet1on 1n the coal as well as the conventional . 

HR. CHAIRMAN: Ot her qucsttons. me=bers of the Board? 

(Wltneso stands aside.) 

16 HR. '•HLHOIT : Mr . Chairoan . t hat's all we would present in 

18 

19 

21 

22 

23 

ev1dence and testtmony and we respectfullY aslt that the 

Board ente r an order oranttno tho perait application 

for a loc~tlon cxccpt t on . 

HR. GARBI S: I oa~e a oot ion that we approve the request. 

HR. CHAIRMAN : A motton to opprove. 

MR . KIUC: Second. 

~R. O lAlRHAN : Any ! urthcr d iscussion? All i n favor aiqnify 

by Ray1ng yeo. ( ALL AFFIRH .) Opposed BOY no. (NONE.) 

u n,\n l aous o\pprovo 1 • 
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l HR . CHAIRIIAN: VbUe you• re here, 1f you are prepared t o 90 
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!orward, we will oo ahead and oet Equ i table 's -

KIL WILHOIT: Hr . Kauer is 90in9 to handle that one . • 

HR. CHAIRMAN: ~hat's f ine. Ar e you ready? 

HR. KAI SER : Yes , Hr . Cho1r.an . 

HS. RIGGS : For appearances could t oet your naae for the 

o rder? 

HR. WI LHOIT: Tony Wilhoit. W•l•t•K•O•l·T. 

HS . RIGGS: Thank yo u . 

KR . CHAIRMAN: The next i to on the aoe.n.da is a petition 

fro= tqu~table Resources Explorat ioo for ~e aodif1-

c at1on of a pn.or Board order. ThlC tc d.oeket nuaber 

VGOB-89/01/26-0009-01 . It'l found under ltea VI in 

your notebook . We 'd ask the parttea that wish to 

~ddress the Board in t h1a eatter to coa e forward at 

this tie~e . 

HR. KAJSER: H< . Chair=an, Jio ~aieor on behalf of Equitable 

Resourcen Eneroy company . At tbta tiDe with the 

8oord's pe~iS&lon we'd oak that we ~itch the order of 

Itea Vl and Item VII o& they oppear on the Auquet 

docket sheet 1n that the hearlnQ that wa.a just conduct

ed dod the Board approved waa a loca t lon ~xceptlon 

WlLhln the Nora Field end Ite• VII 1a anot her location 

• 
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•xccption Mi th1n the Nora Field and thoo the aubeequent 

hcor1oq that Me Mould like to do ie a aodificat1oo of 

the Board order for the Nora coalbed Gas Field ~n which 

we wi l l see~ a aodificatton of the order to allow Mr . 

FUl mer to orant these location exceptions within the 

permittino process which ts conaiatent with the other 

field rule orders and would el1•1nate the need on a 

case by case basis at least in accordance with his 

detera1nat1on for us to coae before you for these in 

the Nora. so that's the reason we would lite to switch 

and do the location exception for P-46C aad then coae 

back and see~ a modifica tion. 

MR. CHAIRMAN: I'll qo ahead and call Itea VII . 

• 
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ITBH VII 

HR. CHAIRHAJl : Tb is 1& a petition froa Equitable Reaourcea 

En~rQY c ocspany f o r a W@il location e,xception for 

proposed we ll P-46C. Tbis is docke~ nuaber VGOB-

96/08/ 20-0551 . we'd ask ~c parties ~at wisb to 

a ddr es s the Board 1n ebis •atter to coae forward at 

t hi s t 1ce. 

HR. KAISER : Kr . Chatrman, our witnesses in this aatter will 

be Don Hall and Mr. Bob Dahlin who have both previously 

been s -wo rn. our f t rst witness will be Mr. Kall. 

DON C. HALL 

a w1tnesc "'ho. a fter hav i ng been duly s worn, was exaai.ned 

and test i f ied os fo l lows: 

DIRECT EXAMINATION 

8\" HR . KAISER: 

Q. H~. Hall, would you state your naae for the record, who 

you ar e ccplo yed by and what capacity? 

A. Hy na~e 1s oon Hal l. I ' a an Equitable Reeourcea Snerqy 

co~pany and my t it le is d1Gtrict landaan. 

HR. CHAIRMAN : Lot ~e s~op you there . Are there any others 

that w1sh to ~ddress the Board 1n tbis aattor? The 

60 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

o. 

A. 

Q. 

;.. . 

c:. 

. ... 
Q. 

-~~d w1ll show there are none. You oay proceed . 

(Hr. Katser conctnues .) Have your qualificotiona a a an 

expert w1t.ness prev1ously been accepted by t h18 Board? 

Yes. they have. 

oo your respons1bilit1es tnclude the lands here and in 

the surrounding unit of the unit for unit P-46C7 

They do. 

Ar~ you famtltar wi th the application for tbe location 

exception o! well P· 46C and the relief that we've 

requested? 

Yes. 1 a.D. 

Have al l 1nterested parties been notified as required 

by sect ion 4.8 of the Virginia Gas and 011 Board 

Reg-ulations? 

They hove. 

would you 1nd1cate to the Soard at this the ownership 

of the oil and oas underlying the unit f or P-46C 

rreddy HullinG owns 71.$7 percent and Pine Mountain Oil 

~nd Gas 28. 43 percene. 

Are there ~ny correlative r1ohte issues with th~ 

~u ~roundino unit&? 

No. we nave all the surround1n9 uni ts i n the area 

under l e ase. 

Hr. Hall, could you explain !or the Board why a 

loc~t lon except1on in beino souoht for P-46C end aort 

61 
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A. 

Q. 

A. 

or the backqround and history of the well? 

p-q6 was drilled as a conventional well in tbo 1970e. 

It' s been producinq for almost 20 yea_rs , I queaa, as a 

conventional well and 1t boa becoae pretty aucb deleted 

and we would -- we•re propostnq that we convert this to 

a coalbed cathane we ll by pluQQinQ up the conventional 

hole and st1mulat inq the coal foraations and using an 

ex iBtioo well bore bole to acco•pliah tbia. 

And we need this because we are outside the 1nter1or 
• 

square and w 1 thin tho 300 foot t ·olera.nc:e area u set 

out 1n the Nora coalbed Gas Field Rules? 

That 1s correct. This is an existino well . so, 

therefore, the un1t that this well is in -- tbis well 

lG outside the interior window. 

HR. KAISER : I hove no further questions of this witness, 

Hr. Cha1raan. 

K?. . CHAIRMAN : Ques tions, Dembers of ~e Board? 

(Witness stands aside.) 

HR. ClfAIRKA.N : Col l your next witness. 

ROBSRT A. DAHLIN, II 

~ Wltness who, a fter hav1n9 been duly sworn, vas exaained 

and t CSt lflcd 4G follows : 
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DIRECT EXAMINATION 

BY HR . KAI SER : 

Q. 

A. 

Q. 

A. 

Q. 

A 

Q. 

A. 

Q. 

~ -

~ -

A 

Q . 

H~. Dahl i n, would you p lease s t ate f or t he record your 

nane . who you' r e eaployed by and 10 wha t capac1ty? 

Hy naae 1s Robe rt A. Dahl1o , II . I'o ecployed by EREC 

8 S a pr oduc t1on s pec ialist . 

Hav~ you p~ev1ous l y t e st1fied be fore the Vi rqinia Gas 

and 011 Board as an expert Wltness? 

Yes, I have . 

Are you f ao1l1ar wi th the app licati on fo r 8 l o cation 

exceptlon f1 l ed by EREC f or well P-46C? 

Yes . 

In ~he event th1s l oca t 1on exception is not qranted 

would you pr o) ec t t he e s t 1cated loss of r eserves 

res ult1ng 1n was te? 

350 ~1 l l1on c ub1c f ee t o f gas. 

Wh t l S the total c epth o f propos ed wel l under appl1-

cdnt' s pl nn o E d~v~ lopcent? 

2, qoo f e e t . 

W1ll t h i s be s uff1c1 ent to penetr a t e and test the 

coacon s ources o f supp l y and be cons 1s t ent w1th the 

w~ l l wo rk pe rc1 t f rom the DKKE? 

Yes. 

I n you r op1n 1on , Hr . Dah l i n , wil l the 9rantino of tb1s 
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location except ion be in tbe boat interea t of prevent

lOG W4Ste. protectto; correlative rt;bc. and •••1•1:1n; 

the recovery of tbe voa reaerve1 underlytn; ~• unlt 

t or P-46C? 

HR . KAIStR: I have notbtno further for tb1a witness at th1a 

tlae. Hr. Cha1raan • 

HR. CHA.IRHA!-l : Any active coal •lntno 10 the area? 

THE WITNESS: None that t'a aware of. That would be 

oon's 

KP.. HALL: No • 

nit \llTlltSS : The only other pot_ot olono t hose line.a are 

th~:e are no adlolntno coalb4d a etbane production 

wel ls tn the adjo1n1-nq untta. ve do have one 1n the 

un1~ to the east that 11 proposed that's currently coal 

den1ed . So we are not dratntno the coal reserves froa 

thls area. 

KR • Cllll IIU<AN : 

KR. CKAIRKM~ : 

Other questlons froa this witness? 

(Wltnaas stands aside.) 

oo you have anythtno further? 

MR . XAlSER: ::oth1nO further, Hr. Chatnan . 

KR. CHAt~~: What 's your pleo1ure, Board? 

HR . KHIC : Kr . Chotra:an . t aove we grant this exception 

eff~cttv~ today . 

HR. GARBI S: I second ll . 
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MR. CHAIRMAN: A aot i on 4nd second. AnY further 41acu••1on? 

All i n favor s1qn1fy by ooy1ng yeo. (ALL AFP1RH.} 

opposed say no. (Unaniaous approval.) Thank xou . 
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MR. CHAl~l: 1 prev1ouoly colle4 docket nuaber VGOB-

89/0I/26-009 - 0I . we'd oak if thoro ore ony otbor 

part1es that wish to addroaa the Board 1n t bts aatter 

4nd to co~@ forward at this t1Do . 

MR . KAISER: Mr. Chainoon, 1f I •oy, before we QU i nto thot 

pArti cular ma.tter 1C wa could oo back to the first 

location exception we d i d on VAD-3554 end oak that that 

be et fect1ve aa of t oday. That 11 a well that ..,. bod 

on the docket or1otnol ly -· the l ocatlon 11 built and 

we had 1t on the docket oriQinally for tbe J uly 16th 

doc~et and thtn aoa1n for the followtno for tht ~uquat 

8th doc~e t . If we could oct that e ffecttve today wo 

could qo ahead and beQln drlllinQ that well . 

HR. OlAIRKAJ~ : Wh o aade that orlQ l nol e.otton? 

HR. XIUG: t c ove to altar tho\. mot i on to s ax e ffllctive 

today . 

~R. CARBI S: 5acond. 

HR . CltA IRHAN : F'urth('tr difliCUSAlOn? Al l in f a vor a i qnifY by 

oay1nq ye&. ! ALl. AFFIRM . ) 0PPOI Od u y no. (j,'ONE.) 

ThAt'D al l @'{ f~Ct1Vt t od ay . 

HR KA IS&R : Th3nk you . 

HR . 7'A~KltJC'TON : Hr. Cha i Ban. DY na•e '' JlA Talk1nQton. 1 

preecnt VtrQlnt ~ Gas sxplorRL1on Coapany. t'4 Ju•t 
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like to 90 on record a s bein; in support of Equitable'• 

pctitlon. 

KR . CltAIR."CAN: You're 1n support of the p e t ition? 

KR. TALKINCTOU : Yea. sir. 

KR . CHAIRJo'.A.U : Thank you. 

MR . KAISER : Kr. chai r~~an, .Jim Kaiser on behalf of Equitable 

Resources Eneroy CoDpany. we don't really have any 

wttnessea in t h1s matter. I ' a ootno to leave Hr . Hall 

and Hr. oahltn up here in case the Board has any 

que& tlons . What we are seekino throuoh this applica

tion t o modi!y the prior order dated March 20th, 1989 

whtch estsbltshed tho field rules for the Nora coalbed 

Cas Field t s a modificatton to allow Hr. FUlmer or the 

01rector to oront location exceptions on a case by case 

basis based on a detergi nati on of facts within the 

permttttn; process. I believe that •oat, if not all . 

of the ex1otin9 orders tor t1eld rules ;1va hia that 

dbll ltY on a dioc r ctionary boats and £or purpoaea of 

jud1c 1~l adm1n1strot~vo ocono~y and tho sove the 

opero~or•s aoney . And to aore offcctivoly produce the 

r eserves we would r~qucst that that order be • od1f1ed 

1n the cas~ of the Nora Flold to allow hiD to do that 

nlso. ~ 

HR . OlAIRHJ\N: Do you hove any 1nfo~at1on, Hr. FUl•er, you 

want t o ahara on thio for the noard at th18 tt•e? 
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HR. FULHER: Hr. Chaircan end aeabers of the Board, as Mr. 

Kaiser alluded to the !act that in several of the Board 

orders tn regards t o the establishment of field rules, 

especially the oakwood Coalbcd Gas Field, one stipula

tion that was entered into the Board wa.s that the Board 

gr3nted t he Inspector the right to exa=ine any loca

t 1ons which mi;bt be within the 300 foot limitation 

w1ndow. The 300 llmtta.tion window -- for mcaaple, what 

is on this card up h~re 1n reoard to 300 foot to the 

boundary that they cannot drill 1n, that was stipulated 

both ln the Nora Field order and the Oakwood Field 

order. The on ly ~fference that 1t was in the OakWood 

f1eld order due to Dinino circucstances, topoorapbic 

probleas. The Board allowed tho Inspector on a case by 

cAse bas1s to examine perait applicati ons for wells to 

se~ 1f tboy :~eet th~ criteria of mi,ntnq proble_aa and 

to~oqraphlc problems and that the Director then could 

-- or the Inspector then could approve the perait 

without havtnQ t he operators co:e back to the Board to 

a sk for ~ loc~tion exception within the 300 foot 

wi ndow. 1 th1nk Mr. K3iser 15 asklnQ the Board to 

oei'nd che Nora coalb@d G3s f ield order to reflect what 

was done by the Boord t n the Oakwood order and to allow 

the tnf'pector to exa.cunc eoch petttion each peno1t 

appl1catlon for a we ll location to see if it aeeta the 
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exceptions. 

HR. ~RKAN : Do you have that aap of the Nora Field hare 

today ? 
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Oakwood Field map . 

KR. KAISER : Hr . Cho irwan, i f I aiqht add-- and I'D sure 

Hr. Fulmer will concur -- he was also qiven the r 1oht 

t o do t hi s 1n Roar1n9 Folk Field. 

KS . RI GGS: Wlth respect t o the Oakwood Field Rules was the 

deleqa tlon t o t he Inspector in all three, Oakwood I, 

Oak.wood II a_nd on s ealed gob o r was it only after the 

coal sea.mG hove been isol ated and the window no lonqer 

hod appl1e4b11 1ty? The way t hat pro;re esed i n my 

r ecollect1on was under Oakwood t hat was i n advance of 

oin inQ ond you had th1 s p rot ective window for cor

rel a t lve r i Qht6 issues. When we oot into oakwood II 

once t he lonqwal l ent r i es had been driven and the coal 

s eom was 1oolated and suppos edly was not 1n coaaun1-

cot >on that t ho bosis for t he or191nal os tabl1ahment of 

the wtndow no l onoer ~xlsted tha t thare wa.a leaa 

conce rn t hen ~bout th~ protection of correlative r1Qhts 

1n t he adjGcent unttG then there had boon under oakwood 

1 ccennr t o . And thon whon you QOt i nto sealed QOb that 

proo1·os c€:d. 1 don• t X.now lf I ' m r oaom.ber ino tuc.ac~y 
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corr~ct. Hark 1s here and he did the Oakwood. 

HR. SWARTZ: There is no drilling v1ndow in oakwood II to ay 

recollectlon essentially for the reasons expressed . 

H.S. RIGGS: So the dele;ation of authority 'to the Inspector 

wa.s 1.n Oakwood I? 

KR. SWARTZ: RlQht. because there's no window. 

HR. CHAJRMAN: Hr. ~a1ser. do you mind just tellin; the 

Soard just do an overview of why we have these 

(ield rules? 

KR. KAISER : In the case of the developaent of the coalbed 

methane the Board bas established various sets of field 

rules 1n order to provide for the develop~ent of the. 

resource and to protect correlative r1;hts . They took 

on-- there ' & been the oakwood I and the Oakwood II. 

Roart ng Folk and Nora. They were established after 

extens1ve test1aony froa en91neers and reservoir 

enq1neers 4S far as to porosity of certain seaas and 

dr~nntOlge patterns and rest:!rvoir analysis. And 1n order 

to proaote the orderly developaent these field rules 

were establtshed for var1ous unit s1%es dependtno on 

th l s teStlcOn\• and evidence that was presented and it 

w4s set up on squares in order to prevent any esaent

tolly unco~pensated acreage and then set up i n the case 

o£ oa.>r.wood I and t1ora wtth an int.erior square and then 

a to l erdnce l evel outside for which -- well, in the 

10 
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case o f Roartno Fork and oakwood I on a discretionary 

basts the Ins pecto r could grant an exception. That ' s 

what we 're seek~no here, to sort o f brino Nora in - 

the aelke Nora c ongruent Wlth both Roarinq Fork and 

oakwood I and prevent us from havinq every ti•e we're 

outstde the lnterior window and 300 f oot tolerance area 

havuto t o come before the Board and seek an exception 

prov~ded that the Inspecto r feels it's feasible to 

qrant lt based on the facts of each well . 

MR . CHAIRMAN: And your apphcatton is specifically for 

any~here in that dr tlltno window - - within t hat 300 

foot wt ndow? 

HR. KAJS£R : Yes . 

MR . FULMER : Hr . Chatn:~an, aembers of t he Board, what I have 

on th~ wall -- apparently not s traioh t -- basica1ly 

thl& covers the orlqinal Nora Gas Fie ld . This is one 

t o ! our t housand durtno i n t ho or i otnal petition. 

MP . CHAlRKAN : Re cogn1:1no we can't see the detail, tell us 

where we•re looking . 

~R. FULMER : Whot you're l ookino at here, thi s line r i oht 

her~ ~s Wis e County and ooes around t o Russell county, 

parts o f Russell county, ooes back up and this is 

o::.ck.;naon county -- all thls area -- ond this is part 

of Buchanan county over 1n this s ecuon . These are all 

60 ucr~ un1ts as 1n the or1otnal Nora Coa lbed Field • 
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Thls area r 1obc here 1a t he Oakwood coal bed caa Field 

t ,hat t.he soa.rd approved at a later date after t.he Nora 

f' leld . These o.re a ll done on 10 a cre u..o1ts that waa by 

order of t he Soa rd. In each e oa e of the Nora Fi eld 

plus t.he oakwood Field ther e i s a 300 foot window 

around the - - a 300 foot aet b ocK fro• the boundary 

line of each one o! the units. 

HR . CHAIR.'IAN: That's the sa.o e • • identified in this plat 

over here . 

HR . FULHSR: The soae a s the prev1oua one you loo~ed at. 

Tb~s is not only in th~ Nora Field but also in the 

oakwood Field. The only di f fere nce is that in tbe 

or1q1nal oakwood Field the Boord t eatlaony as t o the 

probl ea wl Lb m1n1ng . the ext~nsive • 1n 1nq situations, 

and lhey granted aG a part of that Oakwood order that 

t.he I~Gpector could look at each 1nd1v1dual perait and 

determine upon certain cr i teri a as t opography. a _1n1no 

plans and so forth could oront on exception to the 300 

foot gpt back from the boundary . As I understand it 

now M~. Ka1scr 1s co=1no back on the Nora Field and 

wAntln9 that so~o &t1pulat1on that t he Boord put 1n the 

O<lk'WOOd. 

Hll • CHAl11MAN: oo you have anythlnO f urther , Kr. Xoiser? 

KR . KAISER : Yes. I'd llke to oek one queet1on of Hr . Hall . 
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Q. 

A. 

Q . 

Hr. Hal l. wou ld you aorce t hat the saae topographic and 

c 1ninq concerns that affect oakwood I affect the Nora 

Field? 

"les, they do. we have oott en exc epti ons here before 

f ro~ the Board f or those r eo.sons. 

And how many exceptions would you s ay we•ve coDe before 

the Board to Qet 1n the Nora Fi eld on on annual basis -

- JUSt On CSt l COte? 

A. TWelve or !tftcen pt·obably. 

HR . GILLUM: What wer e the Qini no concerns? 

7Ht W1TU£SS : A lot o! t11:11es we hnve a l ocation that would 

!al l wtthln the wt ndow area that we would want to drill 

and there cay be some coa l A1ni no activity i n that area 

that we have to avo1d and t o s tay w1th1n that un1t wo'd 

have t o q~t outside of thts i nterior window. 

Y.R. Cl LLUK: so that qi vcs you the flexibility to aove? 

"Mit WlTUtSS: R19ht. 

MR. GiLLUM : Wlthout hav inq t o come t o the Board? 

ll 



• 

• 

• 

I 

• 
s 

s 

7 

s 

• 
10 

II 

12 

13 

I. 

IS 

IS 

17 

IS 

I t 

20 

2 1 

22 

23 

2• 

2S 

Tilt WITNESS: RlQbC 

H.R. otAlR.MA.'f : I t woul d olao. thou;h, leav e it up to t.be 

Inspector t o a ake that c al l . He could at i ll r e fer thea 

to the Board 1! he f~lt lite t here was an issue that 

the Bo~rd needed to here, a.s I under stand the proposal 

here. 

KR. DAIILIN: In tile area lUSt i u ocliately prececli n9 tbio wao 

exactly t h(> s u e s i t uation where we have an uneconoa.lc 

conv~nt1onal well that we would l i ke to pluo back and 

produce coalbed • ethane. we ar e out side tbe allowable 

area and t he coa l interest owners are not s o f ar able 

to 9rant us locat ions adjotn ino bor e whe.re we could 

drtll a leqal l oca tion. so you l uat qrant .ed us the 

rt9bt to c;:o ahead w1th that e xcept lon and thi s wou.ld 

preclude us f roa bavino to ; o t hrou; b the aa.e proced

ure. 

HR . KAIStR: Provided the Ins pect or at his discretion woul d 

allow 1t. OtherwlGe. w~ would a t1ll be back here 

b~fore the Soar d 1£ there wore on issue he t bouob t the 

Bo4rd would need to hear . 

H~ . GIL~~~: I! the Boar d qr ontcd t h is and l ater an 1a aue 

aro6e that no one cou l d fores ee today what would the 

8oard'6 dblli:y be to r eaend that or chan;e th.at? 

MR CHAIR.M..M~ : Th~ soar·d 1& ~apowerod t o eat the: f i e ld rule• 

a!t@r t~Sllcony . we ' d b @ eapowered ba aed on the we1obt 
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o f the evidence to make chonQea at any s ubsequent date 

that 1t saw fit to do. 

MR . XING: Hr. Cha iraan, I have a question of sandy . Ky 

only queGtlon is -· and 1 certainly want to accoaaodate 

and I thlnk the Board would -- are we violating 

onythl nq that's been 9 i ven uG by the General A5seably? 

KS. RI GGS: Your author·ity to create fiel d. rules tn under 

.;s. l-36.20 and that s pells out certain fincUnos that 

you have to oake 1n order to establish th& ;rid s ystea 

in t he first pl~ce . And you do that based upon the 

testimony that ' S put before you. So what's transpired . 
by the Board in the past 1s they have made findtnqs 

that the size of t .he units should be 60 acres and that 

there should be t his window to protect interests in 

od J oin~no uni ts. You have tbe ability to aaend field 

rules . If you find that that w1ndow ia not ~ppropriate 

you could ~o back tn and modi fy your field rules. 

Rather than modtfyi nQ the £1cld rules what they are 

os~1no you to do is to deleoate ~be authority to aake 

Lhe call to the Gas and 011 Inspector so that he can do 

i t os p~rt of the perDlttlnQ process and avoid another 

trip bac~ t o th ls noard. The Boord boa done tbot in 

~he pas L w1th o ther fie ld rules . I ouess with respect 

t o do l ~Qnt 1on oy feel1nq and I think what the leQol 

pos1t1on \6 is that whon you dele oate authority you 
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have to establish quidelines f or criteria under which 

that authority wi ll be exe rcises . So if the Board 

were 90ino to a ake a dele;ation - - 1 think the appro

priate pocition woul d be to outl ine those circuastancea 

under wh 1ch the Inspector aay qrant tbe exception. I 

th1nk the ones •ent~oned were for topographic reasons 

and to accouodate ai.ni n; considerati ons, for exuple. 

There could be other reasons that haven't been •ention-
• 

ed today but those are the ones that have s pecifically 

been centioned. 

KR . G-ILLUM : As I unders tand i t you've as)l;ed for the sue 

qutdelines that the Board' s already accepted on the 

oa~wood phase . is t hat r i oh t? 

!<it. KAISER: And t.hc Roaring Fork F i eld . 

HR. GILLUM: You're as~ ino for so~etb 1n; that' s already 

been --

H~. KAISER: Prev1ously granted i n s eparate orders. 

MS . RIGGS: The la.nquaqe t hat 1 j us t looked at 1s a blanket 

deleqatton. lt does not establ ish any limi tation on 

t he Inspector's ability to ; r ant those exceptions . And 

t hat was the lanouaoe used in the oakwood order, I 

bel1cve . 

MR. KAtS:S:R : I've oot the la_nquave f ro• t.he Roarinq £ork 

order 1! you would like to t ake a look at that. 

HS. R:GGs : Those predate a y t onuro he re • 

16 
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KR. CHAIRMAN: You can oo ~bead and put that i n the record. 

1f you want. 

HR. KAISER: Okay. I£ I could read into the record the way 

t t•s addressed in the Roaring Fork Field Rules. It 

states , •v1roinia Gas and Oil Inspector aay ;rant 

locat i on except1ons u,pon satisfactory proof of need on 

a case by case bas1s.• 

KR . KINC: Hr. Ch airman, to further my question, I would 

l i ke to eliainate as ouch red tape as possible. 

However. 1 tblnk we're sworn to do certain thi.n;s. Is 

i t poss~le ehat we could do this and then have the 

Director at each of our monthly aeetinos advise us as 

to what he ' s done i n those areas? 

HR. OL\lRHAN : sure . HC! would report back on any e.xception 

tha t he qrant ed 1n the Nora Fi e ld? 

HR. KING : And still within those topographic and the 

r easons t hose are done. 

HR . CM,A_I RMAtl : Riqht. 

HR. Kn:c : would thot be --

HR. CHAIRMAN : 7hat' s a perfectly acceptable aotion to me. 

HR . GARBIS : tr. t t true t o understood that in Oakwood wo 

h4ve reall y what you' r e request1nQ? In other wo~ds, 

t he Ins pec tor bel& the fl ext.b111ty to ;rant the waiver 

ns you r eques t? Is that not true? Well . if we have it 

tn 03kwood why wouldn' t we want to do the aaae thino • 
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Prec~dence has already been set. I don' t thlnk we want 

to set up any more bureaucratic proceases than we need. 

I mean, i! we 've a lready es tablished the precedence to 

trust h1s r eco=mendatioO, his backvround to do the 

r1qht thinQ in oa~wood why would we not do the sa.e 

tb1n9 in the Nora . I aean. the precedenco bas already 

been set . 

KR. GILLUM : so 1f ther e is a di spute we would be bavino a 

hear inq about that~ riobt? 

MR. CHAJRMAN: Yes. 

KR. GILLUM : You're s ayino that woul d be the 11a1tat1on on 

t he Inspec t or ' s authority if we started havin; probleas 

and at that potnt we could also chanoe this or resend 

it. !s t ha t correct? 

H~. CHAIR~~: It's qrantino the Inspector -- the way it is 

now 1s more an open grant to the Inspector at his 

discretion to approve if he 's convinced that there is 

reoson such as tbl s one to Qrant . I f be's not convinc

td then he would br1no that to the Board -~ any 

exceptions. In othe:r words, it's not sayino you au.at 

9 r 4nt an exceptton every time someone asks you for one 

tn the 300 toot window. It's say1nq you have the 

d 1scret1on to orant that. However, you also have the 

du;cretlon to brinQ that back to t.he Board if you're 

not s ure that that's a convtnc1no arqument to •ate . 
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Does t hat aoke ••n•~? Any other queattooe? Do I hav• 

4 a.ot t o n? 

CARBIS: Hr. c hair.an, I DOVe a aotlon that would 

OJ?:,E:rovo A2;,E;llcotlon as re!l!!eatcd. 

CILLV><: I aecond it. 

CHAIRHA!I : A IIOt10n and 6 second. FUrther discuaaion? 

KiL ~lt\G: J C t •ox. Hr . Cha.1n.a.n, Toe 1& very -- he does a 

q reat )Ob and t respect hll op tnion. I would just like 

t o know tf we could aaend the •otion to say that we 

just hav~ a a eaoranduo at each of our aeeti.nos that 

would let un ~now what has happened in that respect . 

I s t hat Wl thin -- a fai r request? 

HR. FULMER: Tho one thino xou•ve 90t to r@•eabor bare, evan 

though you havf' the blanket 1.n there t.bey•ve still qot 

to r•qu@at 4 var tance for the o rder. tt•a still oot to 

coac through •~· t have no problea with what you•ro 

say1n9. Hr. Xing . 1 just wane to aent1on ~at to the 

Bo~ud, t hat th~y would still have to request that 

var1ancc ! roo the !ield order through Df. And al l 1t 

d1 d tn the Oakwood situat1on and tho Roartno Fork 

&lLUdtton ta to all ow the Inspector to rule upon that 

v4rtdnc~ ot t he fleld order that v ae 1eaued by the 

aoard on behAl! of the Board . That'& vhat 1t did 

tnBtcad of hovtno thea coQe bdck before the Board each 

t tn the y notded on@ • 
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HR. KAISER: Rl;ht. we'd still have to present the ea.e aort 

o( evi dence to Hr. FUlmer that would present any 

permitti n; process that we present to the Board. 

HR . FULMER: I jus t wanted tO make tbat clear. Mr . Chairaan • 

to the Board. That's the process. 

HR. CHAIRMAN: Hr. Ki n;, what you're env1s1on1n; is a 

aont.h ly report from the Inspector only where be bad 

approved an except1on and just to say I approved the 

exception in the Nora Field baaed on topoqraphic 

concerns or based on mininq conditions or are you 

look1no for more detail than that? 

HR. KING: ~lo, no. I think that's plenty. I 'lfOU1d just 

l1ke to know what exceptions have been ;ranted that if 

t here 1s a question that we need to talk about that if 

wo need t o talk to our lcqal person we can do so. 

HR . CHAIRMAN: Is ehat acceptable? 

HR. GARBIS : ihQt i a acceptablo. 

KR. CHAI~~: we have a motion and a s acond as aaended. 

Any fur ther di s cuss1on? All in favor s1qnifY by 

s ayinq yes . (ALL AFFIRM.) Opposed say no. (NONI.J 

unan~mous dpproval. Thank you. 
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ITEH VIII 

MR. CHAIRMA.~ : The next ~tu on the aoenda is a petition 

from Equitable Resources Enerqy Coapany for pool1no of 

a coalbed methane well VC-3594 . This is docket nuab~r 

VGOB-96/08/20-0552 . We'd ask the parties lfishin; to 

address the Boa.rd in this matter to come forward at 

this time . That's Item VIII 1n your notebook for the 

Board members . 

MR. KAISER : Hr. Chainaan, members of the Board, Jill KAiser 

on behalf of Equitable Resources Energy company. We do 

have one different witness 1n this matter, Hr . Dennis 

Balter, who will be t estifyino on the land issues and 

due dil1oence. At this time we would ask that he be 

sworn . 

COURT REPORTER : (SWears witness . ) 

HR. CHAIRMAN : Any others that wish to address the Board in 

th1s matter ? The record will show there are none . You 

may proceed . 

DENNIS BAKER 

a wi~ness who , after having been duly sworn, was exaained 

and test~ ! ied as follows: 



• 

• 

• 

2 

3 

4 

s 

6 

7 

8 

9 

10 

II 

12 

13 

I' 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

DIRBCT EXAMlNATION 

BY HR . AAISER: 

Q. 

A. 

Q. 

A. 

Q. 

A . 

Q. 

Q. 

1\ . 

o. 

A . 

Hr . Baker, could you please state your naae, ~bo you're 

eaployed by and in what capacity for the Board? 

Hy name 1s Dennis R. Baker . I ' m employed by Equitable 

Resour ces Bnerqy company as sen ior landaan . 

Have you prev1ous ly been accepted as an expert ~itneaa 

before t his Board on many occas1ons? 

Yes , t have. 

Do your responsibilities inc lude the land involved hero 

and 1n the s urrounding area? 

Yes . 

Are you familiar wi th Bqultable' s application for the 

establishment of a dr illing unit and request f or e 

pool1nq order fo r EREC well VC-3594 dated July 18th, 

1996? 

Yes, I IUD . 

I s tqu1t~bl ~ ~eek1nq to for ce pool the drilling riohta 

underl ying the dr1l l1n9 and s pacl nQ unit as depi~ted at 

t xlub1 t •A o! t he appllcat i on? 

Yes. 

Do"& tqultable own drl l lino r i ghts in tht' unit involved 

hPre? 

vee, we do . 
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Q. 

A . 

Q. 

A. 

Q. 

A . 

Q. 

A . 

o. 

A. 

Q. 

A. 

Q. 

A . 

Q . 

ooes t be loca t ion proposed for well VC- 3594 fall within 

the Bo4rd 'G order for the Nora coalbcd Gas Fields dated 

Ha.r ch 20th , 1989? 

Yes . l t does. 

What 1s the int eres t of Squttable tn the ;as estate 

wlthl n t h e untt? 

The 1nterest t n the ;as estate is 62.09 percent. 

Are you !a=ll!a r w1th the ownership of dril lino riobts 

o! parttes other t han Equitable underlyi no this unit? 

Yes. t am. 

What is the pe reentaoe of the unleased acreaoe within 

the ga s es tate at tb ia time? 

The ~,l ea sed va s es tate interest i s 37.91 percent. 

could you set out t he percentaqe of the coal estate 

that• s und er l ease with i n th i s unit? 

100 percen ~ o f t he coal e s tate is leased to Equitable. 

Are a ll the unle~sed part ies within the oas estate set 

o u t a t Exhiblt •B? 

ves. t h<>y ar e . 

Prt or to f >linQ this applicati on did you make efforts 

to contact each of tbesc respondents and make an 

a tteopt to work out an a ; r eeoent reoardinQ th~ develop

=ent o! t ho un i t ? 

ves, we luwe . 

Sub&cqucnt to th~ f i l i no of t ho applic ation have you 
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A. 

Q. 

A. 

Q. 

... 
Q. 

A. 

Q. 

A. 

Q . 

continued to attempt to reach an aoree_aent •dtb the 

respondents? 

ves. we have. 

As a result of these efforts have you been able to 

acquire any other leases from tbe respondents listed on 

Exhibi t ID as unleased? 

No, we have not.. 

were efforts aade t o deter111ne if the individual 

respondents were living or deceased or their where 

abouts and i f deceased were efforts aade to determi ne 

the na=es and addresses and whereabouts of the aucceaa

ors t o AD\' deceased 1n41v1dual respondents? 

Yes . 

were r ea sonable and diligent e fforts made and sources 

chcc~ed to i dentify and locate any unknown heirs in 

this case I belie ve i t'S the Nancy Hale heirs to 

~nclude pr1aary sources such as deed records, probate 

records, assessors records, treasurers records ~ and 

s econdary sources such as t elephone directories . city 

di rector 1es. !a=ily and friends? 

That ' c correct. 

ln your professional op1n1on was due dil iqence exer

clscd to locate each of the respondents nued herein? 

ves. 

Are the Addresses s et out i n &xh1b1t IB to the appl1e-
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A . 

Q . 

A. 

Q. 

A. 

Q . 

A. 

Q. 

1\ . 

Q. 

... . 

Q. 

ation the l ast known addresses for the respondents? 

Yes. t hey a re . 

Are you reques ting this Board to force pool all 

unle3scd interests listed at Exhibit '8? 

Yes , we a re. 

Does &qu i table seek to force pool the drillinq riqhts 

of each 1nd1vidual respondent if livinq and if deceased 

the unknown s uccessor or successors to any deceased 

i ndivi dual r espondent? 

Tha t 's correct. 

Is Equltable see<inq to force pool the dr1llinQ rights 

o ! the person desi gnated as trustee if actino 1n 

c apac1t y of t rustee and i f not actin; in such capacity 

i s Equ it~lc seekino to force pool the drillino riobts 

o f t he successor of s uch trustee? 

Yes, we a re. 

Are you famil iar wi th the fair market value of drilling 

r l Qhtc in the unit her ·e and in the surrouod1no area? 

Yes , 1 o.c. 

would you adv1se tho Board a t this time as to what 

t hos e are? 

A f t ve dollar per a cre cons ideration. five year ter. 

w1 th a one-e1ohth r oyalty. 

Dld you Q&ln thts famllior ity by acquirino oil and oas 

l e as es, coalbed m~thane l eases and other aoree•ents 
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l nvolvlnq the trans fer of drillinq r i qhts in tbe unit 

1nvolved here and in the su~round1no area? 

A. That' & correct . 

Q. Kr . Baker. 1n your op1nion do the terms you have 

testi f tcd to represent the fair •arket value of and the 

fair and reasonable com,pens ation to be paid for the 

drill1n9 r i qhts within this unit? 

A. Yes . 

Q. As to respondents who have not voluntari ly agreed to 

pool do you recommend that respondents listed at 

ExhLbit ! B how re=ain unleased be allowed the followi ng 

opt1ons wi th respect to their ownership interests 

wi t hin the un1t : 1) Participat ion . 2) A cash bonua of 

f t ve dollars per nat mineral acre plus a one-eighth of 

ei9ht- e1ghthc royalty . J) In lieu of a cash bonus and 

one -~19htb of cioht - eiohths royalty share in tbe 

operat1on of the we ll on a carried b asis as a c arried 

operator on the followtnQ conditions; Such carried 

op~rator shal l be entitled to the s hare of the produc

tton !rom tho tract pooled accruinQ to his int•rest 

exclus1ve o f any royalty or over ridin; royalty reserved 

in any leases . assiqnaents thereof or aoreeaonta 

relatinq the reto of ouch t racts but only after the 

proceeds allocable to hi s shore equal A) 300 percent of 

t he s hare o r such coots al locable t o tho interest of 
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A. 

Q. 

A . 

Q. 

A. 

Q. 

A . 

o. 

A . 

o. 

t he c arried oper a tor of a l e as ecl ' trac t or por t i on 

thereof or B) 200 percent of t he obare of such coata 

a llocabl e t o the interest of the c arried operator of an 

unleased t r act or port ion t hereof? 

That is corre ct . 

oo you recoa=end that the order provide that t he 

e l ec t 1ons by r e spondents be i n wr1t1no and sent to the 

~pplicant a t Equi t able Resources Ene rqy co~pany, P. O. 

Bo x 1983 , Kingsport, Tennessee , 37662-1983, attenti on 

Denn1s R. Baker, Requlatory? 

Yes . 

s hould t hts be the address for a ll coamunications witb 

tho oppl1cants concernino the forced pool i ng order? 

Yes , it is . 

Do your recommend that the forced pooling order provi de 

t hat 1t no written election 1s properly aade by a 

respondent s uch respondent s hal l be de~aed to have 

~l ected t o cash r oya l ty and opt i on i n lieu of partici

pation? 

Tnat' s correc t. . 

Should t he unleas ed respondents be Qi ven 30 days froa 

t he da t e o ! t he order to file the i r wr 1tten elections? 

ves . 

I !. on unleaced res pondent e l ects to par tic1,pate should 

tho res pondent bo olve n 45 days f roa tho latter of the 

81 
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A. 

Q . 

A • 

Q. 

"· 
Q. 

"· 
Q. 

date of the ma i lino or the recordation date to pay 

appl1cant for respondcnt'o proportionate share of well 

cos t s? 

That • s cor rect . 

Does t he applic ant expect the pa.rt.1es elect1no to 

part1c1pat e to pay in advance that party's share of 

completed we ll costs? 

Correct . 

Should t he appl1cant be allowed 60 days following tbe 

r ecordat1on date of the order and thereafter annually 

on that dat e unt il production 18 achieved to pay or 

tender any cash bonus becoaino due under the forced 

poo11n9 order? 

Yes. 

oo you recoacend the forced poolino order provide that 

if u respondent e l ects to participate but falls to pay 

t he respondent •a; proport.1onate share of well costs 

sa~l&factory to the applic ant for the payment of well 

costs the rcspondent •o e l ec tion to partic1pat~ ehould 

be treated aG hav1nq been withdrawn and void and such 

respondent should be treated jus t au 1f no 1n1t14l 

elect>on hod been f iled under tbe forced pooling order? · 

Yes . 

Do you recommend the forced poolinQ order provide that 

where A re~pondont elect6 t o port1c1p3te but defaults 
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A. 

Q . 

;\. 

Q. 

i n re;ard to t he payaent of well cocta any coeb au. 

becom1no payable to such roapondent be paid vithJn 60 

days after the last day on which s uch respondent could 

have paid or =ode satisfactory orranoeaenta for tbe 

payment of well costs? 

Yes. 

oo you recomaend the force pooltno order provide that 

if a re~pondent refuses to accept any pav-ent due 

includino any payment due under s ai d order or any 

paYQent of roya l ty or cash bonus or s aid payment cannot 

be paid to a party for any reason or there is a title 

defect 1n a r esponde_nt's interest or in the event of 

conflictino claims to coalbed methane that operator pay 

1nto on escrow account created by this Board under 

wh lch all costs or proceeds attributable t o the 

confl1c t1n9 1nterest chall be held for the res pondent's 

bcneftt until such funds con be paid to the party by 

order o( this Board or until the titlo defect or 

confltct i nq c laim 10 resolved to the operator's 

&Ot l S{clCt10n? 

ves . Th~t · s true. 

who Bhould be noaed the operator under this order? 

A. Equ1tablc Resources Energy Comp any. , 

HP.. KAIS&R: Thot's all I hove of th1o wi tness ot th1a t1ae, 

Hr . Chal rman . 
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HR. C'HAIRKAN : Questions, me.abers of the Board.? 

(Witness stands aside.) 

HR . CHAlRHAN: call your next witness . 

ROBERT A. DAHLIN, II • 

a wi t ness who, after havino been previously sworn, waa 

exa=tned and testified as follows: 

OIRBCT EXAHINATXON 

BY KR . !UUSER: 

Q. 

A. 

Q. 

A . 

Q . 

A . 

Q . 

Mr . Dahlin, could you a;ain state your name for the 

recor d. who you arc eoployed by and in what capacity? 

Ky name i s Robert A. Doblin. I'm eQployed by EREC as a 

produc t ion s pecialist. 

And your qualificat ions as an expert w1tness on 

nuzerous tlccs have been accepted by the V1roinia Gas 

and 0 11 Soard? 

They have. 

:>o your r espons1blltt1es tnclude the land involved here 

and 1n the surround1nq areo.? 

ves. 

Are you !acil i ar w1th the proposed exploration and 

deve lop~en t of the unit involved bar~ under the 

appl i cant ' s plan of develop=ent? 
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A . 

Q. 

A . 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A . 

Q. 

A. 

Q. 

YeG, I 40. 

whot Is the t otol depth of the proposed initial well? 

2 , 6~0 fQet. 

W!ll t hat be suffic ient to penetrate and teat tbe 

co~on sources of su.ppl y i n the subject fonaationa? 

That • s correct. 

what are the estimated reserves of the unit? 

37~ million cubic feet. 

Are you faoil iar with the well costs for the proposed 

tnitial well under the applicant's plan of develop•ent? 

1 aa . 

Has an AF£ been reviewed and submitted to the Board? 

ves. 

Could you please state both the dry hole and coapleted 

wel l costs for the Board? 

Or-y hol e costs are $90,845 with coa,pleted cost of 

5188,000. 

In your e xpert op inion will the ;rant1no of th1e 

application be in the best i nterest of protectin; 

corr-ela~1ve riohts and efflc1cnt production ot the 

rese rves undorlytno t h1s unit? 

~'· Yes. 

HR. KAIStR: I have nothi nQ further of this witness at this 

t l ae. Hr. Cha1rman. 

MR. CHJ\tRMAU: Questions, aembers of th& Board? 
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(Witntee ota nde a olde.) 

KR . CKAJRKAN : Anytblno further. Hr . Xa1aer7 

HR. ~IStR : Nothino fur~her. Hr. Ch a ir.an . 

HR. CARBtS: 1 have a queat 1on. You have 37 . 9 perc•nt not 

leased? 

HR. XAISSR: 

HR. CJ\RDI S: 

He coy? 

HR. KAISER : 

HR . GARBIS: 

aen t ? 

RlQht . 

t s thot pr1aar1ly du~ to o certain Quinton 

correct. 

He didn 't want to enter into o leoa1nQ arran;•-

KR. BAKER: we have been unable t o oet in touch with Kr. 

HcCO\". we have sent a lette r to the ad.dt'eas shown.. I t 

has betn re~urned unc l o1aed. we•ve spoke with bta aon 

and daughter and they hava no 1dto where he •ay be 

located. He doesn't hove o phono . The address ~here 

th~ t a x bllls were sent we• ve boon unable to oet in 

touch wt th h1c and discua8 1t • 

HR. KAISER: we have o copy o f the cortifled mall that we 

gent wh1ch was refused. That woa •ailed on tho 16th of 

.July. rilfur;ed . ond t·c t u rned to ue on the 22nd . 

~R . CH~IRHAN : Oth~r queat lono7 

HA . KAISSA: The o ther unleaaed partie s 1n t his un i t are tbo 

Nancy Hcslc hairs who we hove force pooled on prior 

OCCfJS l OI\ • 
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HR. CHAI RMAN : Anyth1nq further? Do we bave a aotion? 

HR. CARBIS: I maKe a aotion that we approve the 6pP11ca-

t1on . 

HR. OlAIRH.iU~ : A mot ion to approve . 

HR. GRANT: second . 

HR . CHAI~~~ : AnY further d1acussion? I f not, all in favor 

siqntfy by sayin9 yes . (ALL AFFIRM.) Oppos ed ear no. 

(NONE.) Unanigous approval. 
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ITEM I 

KR. CHAIRMAN: The next itea on ~he agenda -- we•re qoino 

back t o Itea I -- t oday i s the Virginia Gas and 011 

Board on it's own •otion will consider the adoption of 

f i eld rYle s for the Beatrice mine sealed gob area based 

upon the existioq 80 acre orid. Tbio 1s docket nuaber 

VGOS-96/06/18-0545 which was continued from June. 

we'd ask the part ies that wish to address this •atter 

t o coa e forward a t this t1ae. Hr. Fulaer # I believe 

you hove some inforcation to provide to the Board. MS . 

Riqgs w1ll discuss lt . 1 will ask again. are there 

any partte s here wishing to address the Board in tbia 

=at~er today? I! you do you aay want to co•e forward 

at t h E> t able and w~ '11 provide you with this infora

ation we ar e looki no at. (Pause. ) I'll ask Hs. Riv;s 

to q1ve us a brief to to~e us back lnto Hay, I believe. 

when we had our hearinQ. we as~ed that the order be 

dr a fted . t hat t he Boord would review and Hs. RiQQB will 

br i ng us up to date froa there. 

HS. RIGGS: l have the transc ript from the last heartn; and 

t he Soa rd di d t ake testi_mony at that t1ae with regard 

to the ~s tabl l&hment of the Beatrice sealed gob unit, 

t he eG t abllshaent of !leld rules under 45 .1-361.20 to 

acco~aodote t he mined out area of the Beatrice Hine 
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• 

which 16 shown on your plat that•s attached to the back 

o! these proposed ru les. I t hink tbe concerns at tbe 

Lime were that thls 1s such a larqe unit and it 

1nvolved auch ma&sive title oearch that it didn't lend 

i tself to the Ability of one operator to coae in and 

create a o1nqlc sealed gob unit for purposes of 

produc1n9 thl& a ined out sealed area of the Beatrice 

H1nc. The 8o4rd was entertaininQ the idea of creating 

a l lowable productions within the existinQ eo a cre 

oakwood 9r1d that ovcrl3ps this unit in order to allow 

production to proceed on a unit by unit basis rather 

than havin9 a single se~led gob unit that encompassed 

t he ent1re sealed a~i,ne. After tak.inQ test1D.ony tb~ 

Board asked that 1 ta~e that transcript and coae up 

wt th a draft of n set of !i&ld rules for the Board's 

consideration so that the te&ttmony was sort ot 

consol1dated i nto o document that you could look ~t and 

r ev1cw o1nd cons ider. The draft the.t you bave before 

you 1s the result of ay e ffort to take that testi•ony 

and put 1t 1nto soce fora of a f ield rule. There w&re 

~ couple o f issue& that were addressed 1n the trons

c rlpl thdl hove not been addresoed 1n the proposed 

! 1eld ruleR. And one of those ha s to do with th~ 

rcqueGt tha ~ op~rators be- allowed. to us allowable fro• 

el th<'r cont1ouous or noncontiquoua un1ts and. allocate 
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them t o a par t i cular d.r1llino unit . In ot her wor ds , 

unit1zc drillino uni ts within the sealed oob area . 

That has not been addressed in here because I don't 

I d1dn • t know what d irecti on t o oo with that really . I 

guess that r a 1ses the other i ssue o f whe ther or not if 

you allow t hat -- t he units that are consolidated 

whether they have to be c ontiquous o r whether al~ow

ables can be take f r oa noncontiquous uni t s. Hark asked 

that I forward to him a copy o f the draft of the 

proposed field rules s1nce be and his clients were the 

ones t hat put on the t est1aony to the Board and I aa 

sure that be' s had an opportunit y t o review it and 

would have comment s wi th respect t o what the fi~d 

rules doesn ' t contain as opposed t o what it does . 

HR . CH;JR.'tl.N : Hr . swartz . 

KR. SWARTZ : Actually , s andy , I' ve looked a t t he order . I 

thLnk lt's pretty str n19h t forward . I r eally have very 

lloited comments and they , I think, pertain to some 

d1scr~t 1on 1n some cho i ces that you all have as a Board 

and a couple o f observa t ions. Bas i cally I think t he 

problec that s andy i denti f ied which was a reason why we 

cage fo rwa rd and trled t o pres e nt evidence in s upport 

o f th~ f1 eld rules her e . The b asic r e ason i s that 

tltle can be 1ncredibly expens ive . Th i s i s a huoh 

m1ne . ~s you heard earlier from either one o f the 
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~ ~~· or BRSC witnesses that juet tracing one set of 

faailles -- you know. i f tbey happen to have ten 

childr~n one of t hose firas s pent 500 hours on three 

percent of an 80 4cre or 112 acre unit, I queas . so 

title here 1s a huvb problea. It's a problea for laro• 

co~panies. It's a problea for i ndividuals that are 

trytno to develop the acreage. so the theory here was 

l ets . if we can, devise a plan that allows 80 acre aore 

canav~able units to be developed and t tbiDk that this 

addresses that. The questlon then c aae because tbi.a is 

a cealed unit. The mi_ne shaft -- wo•ve just soae 

people here. But this i s a shaft aine. The sbaftG to 

t..he rune have bee.n sealed . so essentially this is a 

contalner. In theory o ne hole could drain tbls 

conta1ner 1f you pull ed on that bole bard enou;h and 

l ong enouQb. And to pr~vent unfair drainage. aeanino a 

un i t or a wpll 1n one corner cssentia_Uy dra.in1no 

everybody ' s gas, the solution was to oo with allow

able&. ! think this is the f i rst t 1me this Board baa 

ever used allowable. I think in the past perhaps soae 

or the problems w~·ve addressed •1oh t have b~~n handled 

wtth ~llowa.bl es but this 1& the flrat tiae you •ve 

cho~en t o do that. And what tbat aeana ia that for any 

91ven un1~ th~t is either voluntarily pooled or forced 

poo led by Board order tho aost you can produce out o f 
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thot uni t 1s 350 a illion cubic f eet . It's at Paravr~b 

at t he bottoa of Paoe 2. I think that's consistent 

with the testimony that you heard last ti•e . The 

question. movinq froa protectinq correlative r1qbts so 

that no one unit can take aore than 3SO a1111on cubic 

feet . we further got to what I woUld describe as an 

econocnc 1ssue and you may or 11ay not Jtnow . Denn1.& was 

here then . When we have pooled sealed qob units in the 

past there hove been l i mitati ons that the Board has 

pl3ced on my client i n teras of the nuaber of wells 

that they can utili~e to drain that unit. The idea 

betno. aga in. i t 's a sealed a container. What's a 

reasonable nucber of wel l s to produce a sufficient 

acount of qa.s over so• e reasonable period of t1ae so 

that you•r·e not load1nQ costs i nto the unit and pass inv 

tl1ose potent.lal ly to peopl e unfair so that tbe unit 

~ould oake @COnOAlC sense. We ' ve kind of ;ot the 

reverse situation here and what ~e suooested to you all 

t hat you n~ede4 t o consider was that it would be 

unreasonable !roc an econoD1c s tandpoint i f there bad 

to b~ a w@ll 1n every one of these 80 acre units 

because f ro~ ~ physics standpoint or o oeoloqy stand

po int we lls have a capability of draining a much laroer 

area than an eo acre unit. so our proposal, as t 

recall lt, was 1! you have al lowable& you abould 
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dev~lop some ceans of perm1t t1ng an oper ator ~tb a 

we l l 1n one unlt t o take the 350 mi l lion allowable 

as s1gned t o that unl t , to voluntari ly pool another unit 

1n the c1ne o r 1n this area. It doesn ' t have to be 

cont1guous. It could be anywher e . And provide notice 

t o some one, whether l t's Hr. FuLmer' s office or you 

o fftce, here's a volun tary uni t and I 'm c laiming the 

350 oilllon ass1qned t o that and to do that so that you 

could have e1gh t or t en un1ts o r pe rhaps even c ore 

dra1ned by a well bor e -- one well bor e and the 

a l lowab les. And t hat's our pr oposal . I th1nk - - you 

may not agree w1th me but I thlnk that t he allowables 

- - the 1~pos 1 tlon of an al l owable pe r unit and the fact 

tha~ that wou l d be a cond1t1on here solves the problem 

o ~ how cdny un1ts could an operator assign t o a given 

well bore. Because until all -- the phys i cs again . 

un : 11 ul l o f the units allowabl e s have b een c l aimed 

ther~ 1s 1n theory the gas 1s stil l i n plac e . You're 

~ot taking more than any g1ven uni t ' s share . So I 

thlo% what the orde r does not do -- what you need t o 

ddd~ess ! ~ how does an operator w1th a well bore in one 

un:t no t 1fy t he Board or the Inspec t or and say , ni h ave 

another un1t that I have voluntar ily pooled and I would 

llKe to cla1c the 350 -- start produc1ng the 350 

c_llLon a l loca t ed t o t hat un~t through this well bore . n 
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Is 1t OOQethino that people need to come back to the 

Board for ? Is it aoDet hlno you would feel coafortable 

sioply on t he notice bas i s? And then the next issue 18 

ther e will be s ituations where it won't be a voluntary 

unit . Vou ~ay have SO percent of the unit leased and 

you need to pool the other 50 percent. In situations 

l ike that peop l e are ;oino to have to come back to the 

Board i n a forced pooli.no s ituo.tion. So I'm not sura 

you need to address that . You can address -- those 

w1ll be here. There 's no way around it. But certainly 

i n t eres of a voluntary unit what do you feel coDfort

able wtth as a mechanism for people to go on record •we 

ore produc i no or we want t o produce the allowable 

assloned t o thic 9iven uni t and we have pooled it on a 

volunt ary b asls .• The l ast thino that addresses in 

the dra f t or der that Sandy bas prepared -- that really 

addresses Paraqraphs so~e revisions of PoraqTaphs F 

4nd H on the laat paoe . I would al so comment that 

sandy's ordPr o f Paroqraph H at Lines 4 and 5 -- seem 

~o zc ~nd I'm not s ure s he intended this -- looks like 

tt would ex,pect t he pool i no of multiple units at the 

same tiae. 1 don't really see wby wo would have to do 

- - it Sdy&, "That where however such owners have not 

lU)rced t o so poo l t he ir inter ests and to develop 

~ \ther s 1nq le or oult1ple drill i no units• I don't 
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th1nk tt ' s relevant that an owner 1n a dr1111n; unit 

that needs to be force pooled doesn't want you to pool 

some other un i t • 

KS. RIGGS: Uh•huh. 

HR. SWARTZ: I ' m not sure that's what you intended, but it•s 

capable of bein; read that way and you need to 

HR . CHAI~~ : Clar ify that . 

HS. RIGGS : Okay. 

Hlt. S'WAR7·z : I have Claude Horoan here today and Les 

Arrington who would be available to answer questions 

wi th r egard to basical ly the two issues t•ve raised. 

I ' a here, too, I suppose, but those are the two 

concerns I have . 

HR . CHAlRrlAN: Hr. Ra tl iff. do you have anythinG that you 

want t o address the Board? Let me first just oet you 

to s tate your full na•c for the record. 

HR. RA'i'LIFF : I' m Wyatt Ratllff, pres ident of Ratliff Gas 

CoQpdny. 1 have the onl y permitted well withi n this 

s ea t r 1c e Hine area. 1 want to objec t to placino a 

l l Qit on tho omount of production and I hove a state

c ent her e . I'd just lilte to r ·ead it to the Board.. 

"Pl ease be adv 1sed that lt ia our position at Ratliff 

Cas Cocpanv~ Incorporated that any such cap or lim1t-

4tlon upon tho production o! Ratliff tl well would 

vt ol a t e tho vested r1Qhts both of Ratliff Gas COII.Pany • 

• 
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Incorporated as in the well and in tho production 

therefrom olono w1th a violation of the vested r i Qhta 

o f the royalty owners. Ao the Board i s well aware. no 

l aw or regulation can be enacted to adversely affect 

vested riohts . Both Ratliff Gas CoDpany# Incor,porated 

and 1ts royalty owners have a vested riQbt in the full 

production at whatever the aax1Dua allowabl e rate could 

be in Ratliff Gas company's tl well . Any requlatioo by 

the establishment of uni form !ield rules or otherwise 

wh1ch 1nterfcre with this vested rioht held by Ratliff 

Cas Co:~pany a_nd i t s royalty owners v iolates both 

statutory protections and constitutional protection 

both un ited States and Viroinia constitution by 

operattno to take away the rioht to produce aa •uch 

Qas as that we ll ts capable of producing. • That 's ay 

only s tat~oent. That•s what I have . 

HR. OiAtRMAN: Thank you. Hr. Ratl i ff . If the Board has 

ques t ions are you w1lllnQ to answer any questions? 

H.R. RATLIFF: Yes, I Will. 

MR. CHAIRMAN: Does t he Board have any questions for Mr . 

Ratliff a t this tlme? 

KR. K1NC : r hove a question . Hr. Ratl i ff. t•ve not been a 

meQber too lon; but you have oppeared . You aro tho 

only productnQ wel l in this Beatr ice Hine? 

HR . RATLIFF : As far os I know t am tho only permitted well 

l O:l 
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that is producing i n this Beatrice Mine . 

MR . KI NG : Are you maybe sayino that there is beino produced 

o ther than peraitted? 

KR. RATLIFF: Yes . 

S HR . KING : I wanted that to be in the record . AD I not 

6 

7 

8 

• 
10 

cor~ec t, Hr . Chairaan, that this is the old Island 

cree~ a tne that now belongs to Consol? Is that 

correct? 

HR. CHAIRMAN: Do you - -

MR . FULMER: on the Bea t rice Hine I've oot the mapa and 

11 records here, if that would help you . 

12 KR. CHAIRMAN: You ciQht want to do that. This is the old 

13 

14 

15 

16 

17 

18 

Beatr1ce Htne . consol wil l have to s peak to ownership 

O( lt. 

HR. SWARTZ : I' o not sure it's that sieple. But Island 

creek ha s purchased it by a entity tbat 16 1n the 

consol !a.::aly. 

HR. KING: so actually th~ coal ri;htn bolonv to Consol? 

t9 HR. SWARTZ: t doubt that. I'm sure that the leases are in 

an I s land creek enttty to the extent that they're still 

in e ffect end 1 ossuoe they are . The problem you bove 

when you buy -- when you acquire mineral coapanies 

there a re typ1ca lly restrictions in the leases on 

trdnsfer. so you norcally are pretty much in a 

pos1t ion where y·ou have to koep corporate form and wind 
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up buyi nv ot ock . so lt is unlike ly that these property 

assets tound t .heir way i nto a -- directly into a Consol 

company. They're probably s t i ll help-- it'a been a 

while s 1nce t.b1s transact ion , but they're probably 

still held by Island Creek or subsidiary co•paniea of 

the Island creek family. 

7 H.R. K'UlC: could I fol l ow that a little further to ask then 
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--we ' re addressino now methane 948 product ion? 

HR . SWARTZ : Ri9ht. 

HR. K1NG : And that could belonq to a whole bunch of people 

that we --

Kll. CHAI RMAN : we don 't lulow who owns it . we haven't a a de 

any determinations as for as the Board as to who ai9ht 

own the oas . 

HR. lUNG: But I think what -- if I '• correct, Sandy' a 

trying to address tbOt here wi th this maybe. 

KR . CHAIRMAN : Not as to owner ship. This is tryin; to 

dddress the unit so that it mi;ht enable that entire 

un1t t o be -- that entire pool o! ;as to be develqped. 

KR. KING : To be pooled? 

HR. CHAIRMAN: To be developed . 

MS. RtCCS: If there were confl lctino claiaa within any 

par t l cul ar un it they would s t i ll have to coao bact to 

the Board for d poolino appl ication o1•1lar to what you 

heard earlier today where they identify all the owners 
• 
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3nd ~lthcr get voluntary leases which would be a 

voluntary unit or como before the Board and pool the 

intere sts within that unit to force pool and Qive the 

notice and all the duo dilioence that we beard about 

today . So th~ parties receive the notice at tb@ tiDe 

of the poolinq of tbe lndividual squares -- tbe 

individual units. 

KR. SWARTZ: see~ basically to have a voluntary unit you 

have to lea~e the acreaoe twice. You've oot to lease 

the coal side of i t and you•ve qot to lease the oil and 

qa s s 1de or i t. s o . t aean. for 100,000 acres of real 

lend you • r c ooino to wind up with well over 100,000 

acres o£ leases. And the situation here is when 

Cons ol purchased the stock o f an entity that owned 

Is land Creek they also purchased the stock of entities 

t hat were the corporate partners lndir@ctly in Buchanan 

Production Cocpany which is the oil and ;as lessee. so 

to Bo=e extent they wer e acquirino both aides of that 

trdnsactlon. But there are aany, many units where a 

p iece of t.be oil a_nd qas is not leased or a piece of 

the coal is not leased . So really for every 80 ac.re 

unit potential ly you have to lease 160 acrea to have a 

voluntary unit . 

HR . GARBIS : Old you ••Y this woa opproxi•ately 100,000 

acres? 
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HR. SWARTZ: No. 7h1s mine is 6,100 rouQhly. It's in the 

order. The oakwood Field is a little over lOO, GOO . 

MR. GARBIS : I'~ <alk inQ s pec i fically this Beatri ce Mine 

area. 

KR. SWAR7Z: This uni~ that enco~passes the mine --what 

paraordpb was th&L in~ sandy? Lea, help un out here. 

HR. CHAIRMAN : It'S in Para~rapb F OD Page 2. It says 6,180 

acres. 

HR. GILLUM: Whot is t h e valu~ of that gas ? I t says 123 ,600 

~1llion cubic reet. That's what, 2SO million dollars 

worth of gas, is that right? At two dollars? 

KR . SWARTZ: Potentially. 

HR. GILLUM: 

KR. SWARTZ : 

H Ft • C:H.A I RMAN : 

thilt. 

s o thls 1s a b19 issue . 

Walt 4 m1oute. Let me see. 

!t should be core t han that. 

HR . S~ART~ : Yeah. 

About double 

HR. CARBIS: so es sent1ally there's 123,000 million cubic 

f eet f ro:a Page 2? 

HR. SWARTZ : Well --

Hit. CHAIA.KAN: That was tho testimony that we received. 

HR . SWART~ : R19ht . Just to 91v e you an 1ded, i f the oas in · 

the unit tllat Mr. Ra t ll!f has in h is well were to trade 

at <"'o dollars •~ 1,000 -- the ollowol>lo ia 350 -

there's S700,000 worth o f qos in that thin;. At timea 
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earlier thls year oao was tradinQ up around four 

dollorr.. Today 1t' G tradtno around a buck and forty . 

It's a lo~ of money per unlt oven at this stave of the 

gace. 

MR. GILLUM: I have a question. You have a pera1tted well 

over th~ 6,180 acres? 

HS. RIGGS: In one so acre un it. 

KR . GILLUM: Bu~ it's over. It lies within the 600,180 

acres? 

HR. CHAt~~~ : Rioht. 

KR. CILLUH: And you're payi no royalty to those pe9pla or 

~ooeone•s recetvino royalty on the so acres, is that 

correct ? 

HR. RATLIFr : on the dO acres. 

HR. cu.l.UM : What does your we ll produce? 

HR . RATLirr: I t ' s JUSt now ooino into production. we are 

flUPPl YU\0 iJ, nmall com11un1ty t hat 1 live in, 50 hoaes or 

l eas. 1he oa~ produc tion in las t aonth was 21,000 

c ub1c foot. 

HS. R:GGs: 1 t hink tho poollno order on that unit you 

~r. tliiHltcd your r escrvco to bo 350 .... 

HR. RATLI FF: Up to 500 mlllion. 

HR. GARBIS : vou OilY your avOl' ftQO monthly withdrawal 1e 

dbO\I t 21 . 000 ~\lb\C 

HR . RATLIFF: No, si r. I d i dn't SAY that. That ia what 
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loa~ ~ooth•a wac . In the winter tt,ae ~at•s when all 

the product1on ooea up. RlQht nov tbere• s no furnaces 

on . 

HR. GARBIS : What would you e&t.lDDt·• as an annual figure. 

5 KR . MTLirr: I can't calculate it. I'D not aure because "" 
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JUS~ w~nt on the line Dececber 9th of ~is last year. 

KR . GARBIS : Kr. Rotli{f, I recall when you and I bad 

d1 ocusston last two aontha AQ'O. I thlnk soaebow that 

you hod -- that your present U80 18 GOaetbinq like 80 

or 90 years. 

HR . RATLIFF: we plan one o( these daya hopefully t o put 

th1s qas tn a. pipeltne. we juat rtqbt nov a _re puttino 

lt tn the co~untty. Th~ COQAUD1ty bas been served by 

th t s wel l stnce 1972. we did not hove a valid P< rDl t 

until a couple ot ye~ra bac~ to do what we were doing. 

we oot the well p~rmitted and went under forced 

pool tno and chen I was not o publtc utility and 

the re !or~ could not put the oaa back in the hoa ea. Now 

we do have a public ut1l1ty thot handles it for us and. 

t t •s bock 10 our hoae& in our comaunity homes. Tho 

we l l 1 ~ capable ·- probably one of ~he best wells in 

th~ St 4te of V1r;tn1o . It probably 11 a1ttinq in the 

b~nt postt1on o£ dny w~ll ln Buchanan county, but vc 

don • t. v <1.nt :.o 11.ait productlon to 35>0 aill ion cubic 

~~~t . w~ a re OQo1ns t that one . Ratllf f has one well 
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our conversatton l ast tl•e -- if I recall correctly ADd 

correct ce 1! 1 u wr·ong but I think your pro.blem w•s 

not real ly one o f produc t i on , however one of transport

at ion. 

KR. RATLIFF: Transportation . 

HR. GARBIS: And , of course, if 1t transportation that is 

so:~ethino that you as an i.ndependent bus iness man h.ave 

to wor~ out wit h ot her part ies. 

KR. RA~LIFF : That' s r i gh t . 

MR. GA.RBI S: so I don ' t t h 1nk that needs to be -- correct •e 

1f I a= wrong, • e&ber s of t he Board -- that's no~ a 

part of our purview. I' m s ure you understand tbat you 

~ay have a look at f roa your posi tion that you want to 

have th i s thino capped , bu t e ven i f i t were capped I 

thlnk you're l ooking at a very lar ge number of years. 

I think depend1nq on what estimates you're ooinQ to use 

that 70 or 90 years -- potentially even aore than that 

-- of product ion which 1 think is very reasonable . But 

you have to under stand t hat f rom a laroe r sense we are 

charged wi t h looki ng dt a reasonable c eans for other 

1nd1v1dualo. Junt s peaktno for myself, I don't think 

we cdn oront exceptions to somebody a s your self i n a 

case where we have other people with their rights that 
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KR. RATLIFF : i understood. 

HiL GARBIS : And I tlnnk really the issue in your case is 

more one of transportatlon and really not of produc

tlon. 

6 MR. RATLifF : This well -- I dtsaqree with you on how aany 
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years -- 1& capAble of producinq in excess of one 

mil lion cubic feet per day. Now, you f i qure that up in 

days and see how lon9 it would 6e. 

~R . GARBIS: well, I'a sure that other companies can come i n 

there and equal that . t mean, they have the riobt to 

do t hat, don't they? couldn' t soaebody else come in 

there? As 4 matter of f act, I'D su.re if I vot a topo 

cap I could slt there and co=e up wi th o number of 

places where you could equal or double or triple that . 

HR. RAiLIFF : t can ' t answer that. 

MR. GARBI S: The fac t that ~t · s capable is a moot point in 

ay p~ rBona l op1n1on. I mean. what 1t'4 capable of 

but t here hos t o be som~ regul atory bounds in boM we're 

90 1.09 to bound this problem. 

HR. RA~Ltrc : I understand. But t his well has been in 

product~on now s1nce 1972. Part of the years it wao 

not permitted and now it is peraittod. And when you 

to~e awoy vested riohts the person that• a ;oino to be 

!aced w1 t n the liabilitY is the State of V1ro1n1o. I 
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want t o point that out to you. • 

HR . CHA~RHAN : Kr . Cha1-rman, any oeber questions of Kr . 

Ratll. ff . 

HR . GILLUM: I have one question . Have you-- you're paytnv 

the r oya l t y t o t hese people and your estimated reserve 

on this 80 acre be~nq 500 million -- is that riQbt -

cublc fee ::.? That ' s j ust an estimate? 

HR . RA'iLIYF: Yes , s 1r. 

HR . Cl:LLUM : well , 1s there any provision-- let' s just say 

that 1s noth1nq 1s ever done here and you' ve pw.ped 

your 5 00 m1ll1on c ubic feet . I s t here any provision 

for these other people f or royalties or -- I mean, does 

your s1 t uation address only those people on that 80 

acre t ract? 

HR. RATLIFF : That' s i t . Yes . 

MR . GILLUM : so the other landowne r s or qas owners would 

essent1al l Y get nothing if some of th~s gas caae froa 

the1r proper t y . I quess 1t woul d be presumed that some 

o f thls gas comes from everybody' s property . I s that 

nqbt? 

HR. RATLI FF: Gas i s ciqratory . so it can be here today, 

somewhere e l se tomor row and qone today and come back 

nt>xt weelt. 

HR. GrutBI S: 1 have a questi on of Ks. RiqCJs, if I may . This 

6, 180 acres, buically U: we divide t hat i nto 80 acre 

111 



• 

• 

• 

2 

3 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

t~acts 1t would be r oughly 77 units. 

HS . RIGGS : Rl ght . 

HR. GARBIS : What I hea~d tes t imony fro. was that you • r e 

s uggestlnq tha t perhaps t .be nullber o f wells could be 

dif f e r ent ! ~om the numbe~ of un i t s. 

HS . RIGGS : But you would not need 77 wells. If you were 

going on the pre11ise o f that area would could be 

d~a1ned by one well it wou ld be lo~ger than 80 acres. 

so what they a re as~ing i s the ab! lity t o consol i date 

acreage to c~eate larger drilling u.ni t s and talte the 

allowable& (rom the consolidat e d uni t s so that they 

don't have to dr1ll uneconomic we l ls. 

HR . GARBIS: Haybe we need to 10c~ease the s ize of the 

ac~eage. Haybe 80 ac~es Ls not the right 

H£. SWARTZ : You could. 1 ~ the reason t o lteep the 80s 

was t wo-fo ld . It' s an ex1st ing uni t st~ucture. s o you 

don't have t o do any mapping. secondly , it' s very 

doable 1n t e ras o f t i t le cos ts. 

HR . CARBIS: Well , you have t o do the titl e co~t regardless . 

HR. SWARTZ : Bu t you con do 1t on an inc~e11ental basis . 

tssent la l l y what I'a s aying is I see Ratliff - -be' s 

done b1o tltle . He's finall y escr owing with regard t o 

~oyalty on that . When he' s gettlng up t o a point where 

he"o 901n9 t o go past h1s 350 mill ion if that ever 

happens, he can do t i tle on their 80 acr e unit or l e ase 
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1t u p and o~t a vo luntary uni t, petition tbe Board to 

apply t hose al lowa.bl es t o t hat w·e ll boro and go on with 

h1s 1 1!e . I aea.n, i n a very s 1•ple way for hi• 

t hat' s what I 'm asklnO that everybody would have the 

r i Qht to do. But t he whole point of these field rules, 

and I th1n~ you quya are focus ino on that, 18 to Dake 

sure th at t he twelve and a half percent royalty which 

1s a siQn i f icant a=ount of money vet spread to all the 

potcnt t al people who ouoht to benef i t froa it. That's 

why you enoaQc in th is lt t nd of a.n exercise. Fro• an 

op~rator 's standpoint -- !rom ay client's standpoint 

they arc goioo to pay twe lve and a hal f percent royalty 

99 per cent o f t he t i me because they don't own this 

stu( ( in fee. I t ' G a cost of doino business and an 

operator JUS t needs to bear t hat in •ind and pony up 

the r oyal ty. The reas on for -- so i t 's the cost of 

do l nQ bus1nc ss. But the rcason ~ for thi s f1eld rule in 

parttcular he r e 1s t o s pre ad that roydlty 1nc:occ streu 

equa lly t o al l roya l t y owners 1n th1s 6 , 100 acres . 

Tha t •s t h e po tnt . 

HR . CHAl RMAN : Now let mf! as k you a questi on . When you talk 

~bout be LnQ able t o b r i nq in to this one unit where 

you ' re d~a1ninQ unt t G t hat ar e not contiquous that are 

vol untot-v un1 ts or potentia l l~t pooled, but specific

ally on the voluntary uni t s t hat c an, i n effect. create 
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a checker board and then you ' d have the pooled unite. 

Whot would be the plan to develop t .hose tbat woulcl bave 

to be pooled then? How we would ensure that they ever 

oot developed or th~t those people oot paid. 

MR . SWA.R.'I'Z : The enqineerin; testiBony is a,ppropriate and I 

think claude was relatively conservative. I£ you've 

got up to 77 roughly un1ts and you've oot 35 left 

there's 3~ t1mes 350 million in the ;round. Tbia isn't 

11~c the conventional wells that you heard about this 

a or-ni_nq where you said there's a ten percent chance of 

h ittlng gaG tn this formation. There's no such thiDQ 

a.s a d_ry hol e coalbed methane unless so~:aetbin; horrible 

happens , unbelievable. So unless the 946 content data 

1s just coapletcly wrono and we've oot enough 

exper1ence tn th1s f i eld t o Guq;est that this is, 1n 

fact, the content here , perhaps even conservatively. 

tf there a re 35 units left there's a lot of ;as left 

and thero •s an economic t ncent1vo for ao~~;ebod..Y to put a 

hole tn one o ! those units and start doin; what we're 

talk1 nq about. 

MR. CILLUM: But t think the question is well taken because 

probably what you're ooino to do is you're votnv to vo 

to those areas that you eon lease up quickly inatead of 

gotnq to this other qont leaan this Qornln; who had. 500 

mon hours you' r e probably ooin; to ;o someplace where 
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it's relatively easier. I •can# 1 would. 

HR . SWARTZ : R1Qht. 

KR. GARBIS: so therefore ~he correct question ia once you 

have all the eGsY oneo that are leased up you can coae 

in there and how do we insure that tougher ones -

there miqbt be a reason wb.y we would do when a •ore 

loQical 

KR. SWARTZ : Well. l et's think about econo•ic opportunity. 

If qa& prices are around two dollars and you.• re taltin; 

ot s700,000 i n revenue a unit, you've got an exist~nQ 

well. so you • ve ;ot no ca,pital in ter.s of well costa . 

You 've qot an infrastructure to market the qas. unless 

your title if your title was S200,000 potentially 

you woul d do that to recover the additional 700,000. 

The econolll i cs of this to me wlll ' drive developaent. 

Th~re's not a.n opportun1ty to cherry p i ck hero which I 

think lB you r concern -- to just put a bad word on it. 

1 don't see 1e. It doesn't happen. 

HR. CARBIS: To ea~c the creag o(f tho top. 

HR. SWARTZ: Becaus e you can only take JSO. Now , if there 

are ton units lef t there's ~en t1mea 350. 

HR. CARBIS: Too, how do you feel about this? 

><R. FULMER: As Car as allowahloo and this oqain 18 qoinq 

t o soaethlno that the Board has never a,pproachecl and 

never Manto t o s oy or never wants to approach 1& 
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production unitization. That' s what you're talkinQ 

about here. That's s pread upon all persona who ore 

i nvolved within that production unit. We've been 
• 

hinttno around in aever&l different cases in the Board 

but that's exactly what you're talkinq about. once you 

have sooeth1n9 depleted -- once you have a unit tbat'a 

producino f roa a coc=on source then everybody is 

producino from that coaaon source. So the question is 

should one be able to produce aore than onothor and the 

a nswer has always been no. They produce equally. And 

that's where you oet to allowables, only 1n that case. 

HR . GARBIS: 1 wo.s specifically speakino of was in the case, 

as we say, cherry pi ck1no or as I say take the croa. 

off the top, taking the easter ones, is that vpin9 to 

be a problem? We're t alkino about the financial 

ince ntive at 700 ,000 for an 80 acre tract. I think 

there's so~e prettY strono dollars there. We just want 

to =ake sure that cveryth1no that's to be bad 11 taken 

out ~nd that w~ don•t -- that's noth1no left behind. 

MR. SWARTZ : I underst~nd. 

HR . FULMER: tn this manner I don•t believe you're vo1no to 

be able t o charry p1ck that much. Thore•e not that 

cmch to cherry pick. 

HS. RIGGS: wel l, 1n none of the other field rules that 

w~ ·ve done where we've put down the Qrid like thia 
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hove we ever s a i d 1t's oot to bo developed i n a 

part1cular sequence. That's general ly lef t up~o the 

cconoa1cs of the operator'& operation to dictate. so 

there's no precedent and be~q that you c ould only take 

allowables and consolidate t hem in 1ncreaents of 80. 

In other words. you couldn't take part of tbe unit and 

take part of that un1t's al lowable& and consolidate . 

It has to be total eo acre unite. You have to have the 

"'hole unit tn ord.er to tate that a l lowable and use it 

to another well . You don't oet the splinterlno of tbe 

field. You keep 1t in very uni'fora uni ts. Plus if 

so=cone's unit wa s not being developed there's notbino 

that stops thea froo coming before this Board and 

oett1n9 named operator or f i nding an operator and 

9ett1no their acreage produced. I mean. i t's the saaP 

th1nq you run 1nto i n any field. The operator p icks 

Gnd choose5 where their well 1s goino to be and as lono 

os i~·s w1thln 4 l e;al location th~t the Board's laid 

down Qenerally t hat' s the only r equlreDent. We don ' t 

tell the= 1n what s equence their dr ll lino proqram 

r.hould be or 

HR. SWARTZ : Another thino that would dri ve location here, 

!or example, is proxi~ity to exiatinq pipeline and 

QBthorino l i nea. So theL·e are oll kinds of conalder

otions in e unit such as th1G that have nothino to do 
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wi th qeoloqy but i nfrastructure. so there are oood 

reasons t o hove flexibility with regard to well 

locations . 

MR. GARBIS : Another question oettin; bac k to the original 

1n front of us . How do I know tbat 350 11 a oood 

nu=ber ? Has that been established? Are we convinced 

t hat 350 -- for the total nUAber of cubic feet are we 

conv1nced that that's t he ri;bt number? Should it be 

more or less? what's the 1•pl i cat1ons if we want aore? 

HS . RICGS : We l l , the t estimony that we have thus far is the 

one well t hat 1s c urrent ly producing in the unit, wbe_n 

t hey came be fore t he Board and applied that was the 

number t hey es tabl i shed as their estiaate and that's 

Hr . Ratllff•s wel l . Then the production over the life 

of the well , he set it at JSO and then the testimony we 

had at the Jun~ 18t h hea r ino from an operator who's 

operat1n9 i n the Qeneral vic inity that baa ao•e 

exper i enc~. th at•& what you have before you so far. 

that e vidence ! rom those two sources . 

HR. CARBIS : ts t h at enou;h? I s t hat a creditable nuaber? 

HS. RIGGS: That•s probably ol l that 's out there in teras of 

- - until you ac tua l l y d r i l l . Th i s c ornino they came in · 

and 4Dk~d for a provio1onal drillin; un1t becauao tbey 

didn't hove enouvh dat a to be able to eatablioh those 

kln~s of th1nvs. unt il you act ually start drilling the 
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·• 4nd s ee what the production 11 all you can do is 

take adj acent area.& that have been produced and use 

thea sor t of like coapa r able sells in an evaluat1o.n 

process and s ay very similar coal seaa, v~ry s181lar 

c~rcumstances. thi s 18 what we have eXPerienced in the 

past wh1ch i s , I th1nk , what coosol did. And thon Kr. 

Ratltff •s been productnq over a period of so•~ years 

now and that ' s ht s optnion of where the nuaber 18. so 

between t hos e two that's al l you have. I think. 

MR . CHAI RMAN : Plus you have the noti ce that the Board' s 

done t o ~11 parttes that were considerinq th is and 

t here wer e other operators he re and in the call for 

anyone wishinq t o address the Board I aaan. we•ve 

a t tempted a t least to exhaust the body of knovledqe 

t hat would be out there r19ht now on t his. 

KR. FULMER: Mr. cha1rcan. the only th1nQ t •d like to 

cen Llon wh~n you•re talkinQ about f i qures on produc

tlon !t~n a well. in reQ~rds to testinQ of an individ

ua l well as whAt 1.t's ea,pable of produelUO you•reo 

~ssu= 1ng thot that well i s 1n a virQ i n reservoir and 

you •re produc ing at virQin r eservoir pressure. In thla 

ca s~ you •rc putt i ng a hole lnto a void and you could 

pucp l t at any rate you wanted to. You could lower it

You could 1ncre3se it. You could Qet all k inde of 

ftQures of what the pot~ntlol may or aoy not be on a 30 
• 
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day test . You could produce at a h i t;h end or i t could 

produce at a l ow end. You can aanipulate fiqures in 

th1s 1nstance . So t hat 's the problea you're dealinQ 

w1th ber e. What i s the correct nuabe r ? I don't think 

any t wo or thr ee people could ovree what the correct 

number wou l d be . 

KP. . K~NG: Hr . cha irman , is i t poss ible that one well could 

draw al l of t he methane out o f that area? 

HR . SWARTZ : If you l e t i t go for 150 years . 

KP. . CHAIRMAN : For a l ong enough t lJie and big enough funds 

you could pretty much cal culate bow l ong it would take . 

KR . KING: It i s not t he mandate of this Board, though, to 

make s ur e tha t the people that have some rivhta are 

protected? 

HR . CHAIRMAN : I : 15. 

HR. KIUG : I t h i nk maybe t.!ns 1s what Sandy 's tried to do 

here . 1sn't 1t? 

KR . CHAI RMAN : T think t he two areas that we •ve been talking 

around bu t no t dealing d i r ectly that Hr . swart: rais ed 

1s 1 ) Given the fact t hat we go wlth the rest of the 

thlnqs that ore in th l s order whether or not we're 

go1n9 to a llow -- how does an oper ator t hat bas an 

approved we l l 1n a unlt bring voluntary units to that 

well 1n o rdor to produce out o f that one ins tead of 

hov uto t o st i c k a straw down in Cour mor e places in 
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tht bladder, 1! you w1ll - - and th•n alao bow do they 

qot perDlSslon to oo t o t he involuntary . Tboee would 

all have to coa e to ~e Boar4 . We know that . Tbe 

quPatton o f th~ f t r et one la do we want those before 

the Soard as w~ l l. 

KR. SWARTZ: t t hink there needs t o be aoee aechaniaa. The 

other part -- 1! you don 't want t o eee us on a volun

t a ry un1t we feel like we neod to provide so•e notice 

t o you al l or t o the oco t hat we have another voluntary 

unit , na=e 1t * t hat we' r e cla1•ioo allowable because ve 

9 ive the p roduction report• t o Hr . FUlaer'a office and 

we need soDe mecbaniaa eo that he c an track what the 

allow&bles on a q1ven we ll ar e, if there are aulttple 

untts co=b1ned. That's another p~le. . 

HR. CHA:kHAJI: I don't want t o away tbe Bo ard , but just aa 

on tn~vtdua l cember of the Board ay op~nlon 1& we are 

be~Ler o ff to have t hem a l l COQe before tbe Board at 

l east lnlttally 1n -- stnce t hll ta a new vent ure for 

the Soard ond the Board' s l ookino at and you're not 

qoino to have 77 and w~' l l hovo an opportunity to 

cont1nue t o rots~ conce rns. i f we hav~ concerns, or s ee 

1ssues or hear f roa p~ople tha t have 1aauea about it 

and deal with lt on an onoot no boa t s . 

HS. RIGGS: Th& other 1asue would bo s hould these field 

rulea b~ adopted • • prov111onol rulea pend~; oatber~no 

lZl 
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ment of ooac of these f1qures. 

3 MR. swAR7Z : I don't have a position on either of tho&e 
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1ssues a~ stated. If the Board wants the operators to 

co~e back to i ncrease -- to allocate addit1onal 

allowables I have no problea w1tb tha t. There just 

needs to be a oechanisa. 

HR . CHAIRI<All: Okoy. 

9 HR. swARTZ: And obviously that takes care of the notice 
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There would be 4 petition to ut111:c allovables or 

so:ethinQ which is fir.a. With re;ard to whether or not 

th~se field rules are provisional, they need to happen. 

If you are aore comfortable aakinq them proviaional you 

can do that. As 1t was brought up earlier on the other 

h~nd. 1f you aoke them non-provisional you can always 

revlSlt thea anyway. That' S your call. 

HR. c~~IS: 7he next question I had was how do we ascertain 

wtth so=o decree of confidcnco that an operator when 

they ; c t to the JSO nuoher that that's actually what 

th~ nu=.bcr in? 

HR. SWAR7Z: Th~rP ' s a production reportin; requireaent. 

AGGU~1n9 t hat the operators report their •eter&d 

p~oduct1on Hr. rulaer•s off ice has an opportunity to 

trdck that. 

MR. G!LLUH : What happens when they reoch 3~0? 
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KR. GILLUM : Seal the well? 

3 HR. SWAR"i'Z : You can )ust tu_r n it off . You con shut a wall 
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KR . GILLUM: This is a y firs t e eett_nQ s o a aybe I don't 

understand . But it appears to be that you've vot the 

one unit that 's exception to everytbinQ else at this 

t1ce. There may be other units. Why can't you pool 

the unit or any well t hat ;oes on a part i cular eo tract 

that takes lt's 350. those ;uys vet thei r royalty and 
• 

t he balonce s p1lls over into a pool? Is that too 

cocpl1cated or - -

HR . CKAI~~: You aean if you produce oore than the 350? 

KR. GILLUM : Ye ah. That way 1f Ratliff produces 350 

c1 l lion. his people qet their t welve and a half 

royalty 

HP.. sw~~TZ: Hy clients would ;o nuts i t they could do that 

and 1 will tel l you why . we could drill one well. 

once we ;ot past t he 350 we would jus t take the tw•lve 

and d half pe rcent . send it to an escr ow aoent, we'd 

nev@r have to do any title. All of it would just 

achh·ve t o the Sto t e becau&A nobody woul d ever do tho 

L 1:l~- 1 oean. 1n theory 1t ~ould preserve the funds 

but no one would e ver h4Vf a financi~l 1ncentive to 

tdont ify tho people who ••• entitle d t o the fun4s and 

1:!3 
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all ~he money would achi eve t o the State . 

HR . GILLUM : bu~ it appears t o ae we•re talkin9 about so 

much money if ~hese numbers are accurate that it would 

b~ adequa~e resources to . 

HR. SWARTZ: HY cl1en~s wouldn'~ s pend the money under those 

c1rcuastances because they ' re not entitled to the 

funds. so the c laimants and/or some collect1on of 

lawyers who fores ee tha~ as a new booain9 business -- I 

suppose 1f you created a 100 aillion dollar fund you ' d 

have a lot of people cla~inq it. But at least froa an 

opera~or •s standpolnt that would be a dreaa come 1ue 

because you'd do title on an 80 acre un~t and you could 

JUS ~ ! orqet abou~ i t . You oiqbt be r1qbt that ultiaat

ely ~be fund would be larger enough that people would 

b E' -- how lonq does 1 ~ ta.ke t o SG to the State here? 

MS . RIGGS : I t depends on whether or not it coaaences 

runn1nq froo ~he t 1me owners hip is detera10ed under a 

confl1c~1ng cla~ant Sltuation . It could be forever . 

HR. SWAATZ : so people would have a lot of tiae to sort it 

ou~ ~ben poten~ lally . 

HR . FULHER : The un1 f orm dispos ition act requires five 

years . 

~s RI GGS : The problem you have wi th coalbed methane but 

not the problem 1s there 's never been a court deterain

~tlon of who owns i~. Therefore , the statute provides 

U4 
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this escr ow1ng pend~ng t hat ult1Date dcteraination of 

ownership . So i n additi on to u.nlulowns and unlocata.blea 

you have t he coal and qas and oil . Everything go~a 

1nto escrow on the royalty side and until that deter

minat ion 1S made that X owns then I don't think the 

fi ve year s tarts t o run . 

KR . SWARTZ : Al so I ' m thinking aaybe you ' re going to bave 

so=e due process problees and notice probleas because 

ther e a r e people that are l ocatable and have deterain

able 1nterest s. And I t~k from a constitutional 

s t Lildpolnt that we m.ight all have some probleas doino 

t hat . I mean. from an operator's s tandpoint it would 

be a ver y attract i ve alternative but I'm not sure we 

can do 1t . 

HR. CHAJ~I : I f I could k1nd of illustrate something j ust 

for the Board 's information . I'm not s ayino this is an 

accurate pos1t1on, but i f you look at the sealed area 

and say tht s 1s i t , what I bel1eve is being requested 

here for us t o moke a det erminati on on is t hat if you 

have a well 1n this unlt. and you hove a voluntary unit 

here , here and he re you could poo l t hose three times 

that lSO and bnno out here. s o you would just kind of 

s t art ,1nq thes e off . As you had those 77 you 'd have 

four co~1ng out o ! t here , for example, or you could 

have pooled uni t t ha t you ' d bring in . You drill here 

1U 
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a_nd then you b rinQ in two other pooled ancS one volun

t ary unit into the next one. so you aoy end up with 

f i ! teen to twenty wells. rs that, in essence, the 

understandino that everYbody has of it? 

MS. RIGGS: And once you use a unit's allowable that unit no 

longer can e ver have a well in it. 

MR. CHAJRKAN: That's riobt . so we have that decision to 

make. Is t hat acceptable? The aechaniea would be 

whether or not they wou ld come before the Board for 

that or would the Board want them to 90 to the Inspect

or ! or that rat~ er than come to the Board on a volun

tary un1t . 7hat's an issue . And then the next one 

would be do you want these f i e l d rules to be provis ion

al s ubj ect to chanQe a s we develop addit ional 1nfo~

~t1on or do you want them t o be final f i eld rules which 

are al oo subject to chano(l based on the Board's 

di scovery o f addl t i onal tnforaation at any point in 

t 1c e o f nottce. And aloo whether or not the r est of 

the draft order l G ~cceptable to the Board. The aotion 

would need to -- 1! we 're at tho point of ma~1no one 

would need t o encoopa &s those thinos. I s thor. 

dnyth lnQ else that I' ve overl ooked? 

HR. CARats : why don 't we ta%e them one a t a t ime and vote 

on t hcCI? 

HR.. oti\UtMAU: Okay . Let • s dee.l wi th just the draft order 

1~6 
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lanquaqc acceptabl e to the Board. yes or no . and I'll 

as~ for a cot ion on that i f it is. 

6 MR . CARBIS: I would advance a cotion the 3SO be used as the 
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ca.rke r or as present ed here i .n this proposal. 

HR . CHAI RMAN : As a cap on production. 

MR . GARBI S : A cap on production at JSO. 

HR . KING: I seco nd t he motion. 

KR. CHAI RMAN : A motion and a s econd and the rest of the 

lanquage i n the o rder acceptable. A motion and a 

s econd. All i n favor s ay xes . (ALL AFFIRM.) opposed 

s ay no . (NON£ .) The nex t i te.=s woul d be the cechanis.a 

that the operator ~~uld come to the Board for a 

voluaLary un i t i n order t o br1nq thos e voluntary units 

-- I was try1n9 to t h i nk o f a good te~ to use -- pool 

tho~e unl t S dS we p rcv i ouGlY discussed i nto that one 

p r OdUC l D9 UDl t . 

HS. Rl CCS; To 3llocat e t he ~ l low3blcs of a vo luntary unit 

to a un1t with a wel l . 

HR. CHAIRYJU~ : Tha t' s what I wa s l ooki no for . Right . To 

dlloca t o . Do you want that t o coao t o the Board or do 

y ou wdnt the In spec t o r t o hnndle those? 

HR. GARB IS: I t h1 nk t hat s hou l d coae to tho Board until 

127 
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we get a f@el for how thoae thtnoa can be sort• d out . 

• HR. Kl~G: 1 second the aotlon. 

l HR. CHAIRMAN: A DOtion and a aecond. FUrther diacuas t oo? 
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Al l 10 favor siqnlfY by aaylno yea . (ALL AFFTRM.) 

oppoaod sax no. ( NONS . I And then f>nally should this 

be 4 prov1s1onal or final order of field rules. 

HR . CRANT: Hr. Chai~an, I ~ove t hat this be a provisiona l 

rule. 

I KR. CHAlR.MAN: we have a 110tion for a proviaiona,l o rder. 

10 HR. CAR81S: I' 11 second that • otion. 

tt KR. CKA.I RMAN : A aotion and second. Further discussi on? 
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All 1n f ~vor s1qnify by s aying xes. (ALL AFFYRK.) 

Opposed say no. CNONE.) Have ve •lased anythinq? A1l 

riqbt . Tha.nk you. 

MiL rut.MER: Hr . Chatraan, aoa t th t no that bother e d. • • 1D 

t alk1n9 about the aDount of allocat ion per unit 

HR . CHAIRKA!l : could you apeok up just a little bit . 

HP. ftiLHtR : so=ethlnQ that bothora ae when you • r ·e t a l k1no 

about t.he olloco t.ion per uni t oneS GOIDo.body 's bee.n 

s ay1.n9 J~O m1ll1on cubic feet, t hat ain't righ t . 

HR. QI,\IIU<A!<: H>ICF . 

H~ . TULK£R: That's what I ' o aay in; . That's not a ill 1on 

Cubl C fe~t~ l S 1~? 

KR. CHAI~~ : wett . lt's 1n accordance v itb the o rder. 

HR FULHER : JSO Dlll!on thousand cWbic feet • 

n a 
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MR. SWART:: It's lSO million cubic feet, rioh~? 

KR. FULMER: Okay. co obead. It's juot the way it was 

comin9 to me. I'o sorry . 

Hlt. CRAIRHA!l : Anyt_htno further on this? FUrther cUscuss

ion? o~ay. That concludes that discussion . I t ' s 

12:00. Do you want to fintsb tbe last ~o or oo to 

lunch? Finish? Okay. 
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ITEM II I III 

KR. CHAIRMAN: ~ho next it~• on the aoenda -· 

KR. SWARTZ: t Mould ask t hat you coab ine those, Benny . I 

th1nk 1t would be aore productive. 

HR. CI~IRHAN: Thot 's £1ne. I will coll the• both . The 

aoard will rcvi~N a recoaaendation froa the Director of 

tho Div1s 1on o! Cas and Oil for civ il charvcs to be 

1aposed aoa1nst I s l and Creek Coal coapany. This is 

~ocket nuabor VGOB-96/07/16-0549 a s continued fro• 

July . 3nd then al s o a r ocoaaendation for c ivi l cbarves 

1=posed aoains~ consol . That is doc~et nuaber VGOB-

96/08/20-0553. We ' d osk the part1es tbot Wl &h to 

oddross the Board i n th1s ~atter to coce forward at 

th1r. tl=e and ident l fy your eolf to the Board , please. 

t ' d l i ke to JUSt bond out the civil cha_roe rule. tt•s 

backoround t or t he Board's lnConation. We're band,inQ 

that out f o r the r ecord . I'll ask the parties to 

tden~tfy them~elves , pl~Bse. 

HR. FU"HER: Too rul=ar. D1roctor o £ tho Div i s i on of Gas and 

011. 

HR . ntuotRSON: J,\y Henderson , Assistant Inspector of Oil 

dOd C\11:. 

HR. s w,\RTZ: Mark 8\.'art:. nppenrino for leland c:reok coal 

Co•p" ny on tho f irst on~ ftnd C'Onsol, Inc. on the 
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second. 

HR. CHAIRMAN : A_re there any others that wish to oddreaa t.be 

BoArd 1n t h is matter? 

Ha. SWARTZ: t may have some witnesses. 

HR. CHAI~~: He ar1no none, Hr . FUl•er, you may proceed. 

MR . FULMER: Kr. Chairman, 1 appear befor-e you today 1D the 

capac!tY o! 0 1rector of th~ Division of Gas and Oi l in 

re9ards to a reco~endation under the civil charge 

procedura l rul e adopted by the Board on Hay 29tb, 1992 

a nd tssued on Hay 19th. 1992. A reco-end.at1on to the 

Boar d was s~nt to I s land Creek -- or a notification to 

Island creeX coal coopany that the Division of Gas and 

011 will !tle wt th the V1r91n1a Cas and 0 11 Board a 

r ecommendaLton o f a civil charge against Island creok 

cool Company purs uant to t he Board order VGOB-92/05/29-

226. Th1s letter 1s dated June 14th, 1996 end I 

bcl1evp the BoBrd oeabers do have a copy of that letter 

l n rc oardG to the reco~=endation . As eoee of the Board 

mechors m4Y know. t here i s, a civ i l charQe procedural 

rul(> o ! whlch t he Board adopt ed in which the basi& of 

c l.\•11 charQeo r(lco~tmendation by the Dir~ctor to the 

ooord tn to be u&ed. These procedures ore used in the 

t\otO Gtyled CAGeG you hove be foro you today~ Tho not1ce 

wctr l Gouec.l dc;Jaln 1n occordAnco with the roquireaenta of 

,,roccdur:-.1 rule t n r eoords t o tho 30 dey notification 

13\ 
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to those persons beln; charoed with, I quess. I have 

with me today Hr. Jay Henderson who is an area inspect

or in reoards to the civil charge. The letter you have 

before you is pretty =uch explanatory as to why tbeae 

civll charqes are b eing recon»ended to the Board. On 

the second page of the letter to you after the listing 

of the vio lat ions that have been issued the procedures 

for the seriousness of the violation and instruction 

enforceoent accord1nq to the adopted charts we asaiqn 

two points. The de~ee o f neqligence we declared it to 

be negligent and two points again . Good faith credit, 

proQpt compl1ance we issued a minus one. They did 

cocply. The t otal was three points. eased upon the 

chartR avai lable that makes an assessaent base of a 

c1v 11 chor;e of S350 on the !irat violation. The first 

v1ol4tlon was f ~1lure to erect a peraanent aarker as 
• 

requ1red under the cas and 011 Requla~ion 8R480-

05.22 .1 . As you see . there is a series of that 

\' lola•aon that bad been 1ssued prior to the recouend-

a t ion b~ino =ade . On the second violation the notices 

of vto lotion we re 1s sued tor failure to obtain plu;;i n; 

per:n t G. subm i tt1nCJ an a ffidavit of plUQQin; or 

nott.! ylnCJ the D1v1sion to pluq. Ther(" waa a series of 

v1ola t1ons 11loo issued tn thot •annor . 'For that 

procedure the seriousness of the v i olation of obatruc-
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tion of enforcement was two points. The deoree of 

neQllQence was avain for t wo points and oood fa ith 

credit. procpt compliance was a ainus one and the total 

wos a mtnus three points. That aade the assessed based 

civil char9e at 5350. 7he total in regards to tbe 

recomDendation is S750. If the Boord •embers abould 

have a.ny quest1ons as to this particular reco11a1endat1on 

and any questions from the inspector be will be aore 

than welcome to answer any questions. 

HR. CKAI R.KAN : 'ihank. you. Hr. F'Ul.ller. Do you want to hear 

from Mr. Swart: f1rst or do you want 

MR. SWARTZ: I'd l i Ke t o have the other one as well. if you 

don • t :~ind -- t 'd just l1.k.e- to respond in ;enera.l to 

both o f thea. 

HR . CFjU~I : That's f i ne. I c alled both. Juet QO ahead. 

MR . FULMER : That particular civil ehGrQe rocomm~ndat1on is 

1nvol v1n9 I &l4nd creek cool Cocpany. The next re

cooaendotion 1nvolves th~ f ailure to ~btain a permit 

pr ior ~o co~cenc in9 operati on. That lett er was also 

s ent by certified mail o n June 19th, 1996. That, 

agdln, 1s pursu~nt to the Board order VCOB-2/S/92- 226. 

A not1ce of v1olat ion was issued on 7/3/96 in regards 

to dPPl1cat1on 2341 . In regards to assess•cnt tho 

ser1ousnosG of violation the obstruction of enforcement 

wtl s t our points. The dcoree of ncol1;ence was set at 
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a 1x po1nto and t he oood faith crec.Ut , pro11pt coap11ance 

was zero points. The total was ten points for aoaoaaod 

based clvll charoe of S2t700. Any questions? 

KR. CltAIR.HA!l : Not a t t bio tice. I think they went4.'d to vo 

aheAd and hear froa Hr. Swart:. 

HR. ~WARTZ: As sor t of on tntroduct1on to wha t you'll be 

heorinq froc oe and DY cl ients with revord to tbis 

not nPceasar1ly tn this order . I th.i n.k the reo.son we 

ore here 10 we feel it is i mportant for the Board to 

unders tand precisely what happened and to the extent 

that pcnalt1os ar e assessed t hey're oaseaaeCS but we 

toke ser1ouoly a choroe which o1ves the 1opresa1on that 

we are somehow scoff er s or are somehow violating on a 

rout1ne bas t s reoulation statutes or Code provisions. 

So we aro 901n9 to d1scuss tbe facts pretty apee1f1e

ally and we w1l l h3ve cxh1b1ts t n that re;ard. I n 

odd1t1on and t hi s 10 e qeneral procedural coaaont 

that : hav~ t hat 1 suppose has the potenti&l t o 

tnv~lidotc both of theGe c 1v11 charvos on procedural 

qrounds I'm 001n9 to shar~ this with you because I 

thtn ... you nt:ed to understa_nd DY position 1n that 

r~oard. but I am not askin; you dis miss these until I 

have on opportunlty to factual -- oo i nto the factual 

boa1s or whot octuolly happened here . But this c1v11 

churQ(' procedu ri\1 rule -- 1'111 qivin; you 3 copy of tho 

llt 
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t he I nspec tor was apeciftcally set forth on the first 

pa;e . I t uses the word "shall~ basis for a civil 

charqe . I t says the In.spector shall base his decision 

whether t o recoc.mcnd a civil charge on the followi.nq • 

And t hi s is the e xhaustive list. I would encouraqe you 

to look at this section 2 of the civil charge procedur

al rules and ask yourself the question that I asked 

when I s ee this, what was the intent when this rule was 

a dopte d 1n l i _aitlnQ the Inspec:tor•s basis that b e could 

u~e. All of these appear to me t o be fairly serious 

and t hey're pretty spec i fic. TO otve vou an exaeple, I 

do not think th&t a not1ce of violation for failure to 

pu t a permanent marKer -- a plaque on a pluqQed well 

coces w1 thin any of t hese cateoori es. What t aa 

&UQ9eGtlD9 t o you is tha t unless the Insp ector de•on

&tr ates t h&t he has one o f these or ounds as a basis 

!or 1 ssu~n9 a ctvi l ch&rq~ he can't. You need to look 

ot what wc •re t a lk t n; about here as we qet into this 

t'a.ctua. lly. noes anythlnQ that we are ooing to be 

t a Uanq 4_bout. today -- could it have rea.sonably bave 

been expected to , Cor exa=ple . reGult in siqnif1cant 

adverse env tronDento l lmpacts? coul d it reasonably be 

expt•ct~d to hilra tbe public? could it reasonably bo 

expected t o han, correlat i ve rights? was it penitted 
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or not permltt~d? so you need to look at th1& rule and 

as k youroel £ 1£ the Inspector's opportunity t o s ee_k a 

c i vll c h a rqe 16 ll.mited by t h is rule do these situa

tions that we are dealino with today coae within the 

c!rcuastances under which he can issue a civil charqe. 

In addltion, and th1s ts o notice issue. tt•s somewhat 

d1f f 1cult for us to prepare for today•s bearinq i n 

teros of the substance of what we ' d be tal~ino about 

because neither of t he letters which tell us that we're 

go1n9 ~o be on the docket with r e gard to civil cbaroes 

identlfles the basis. :f you look at the July 19th 

letter, the June 14th letter, there is no stete.• ent of 

a bas1s i dentified in sect1on 2 of the civil cbaroe 

t hat says we think there's an environmental hazard 

because i f we were told that we would shOM ~p wi th an 

en91neer t o address that. so froa a due process notice 

s t andpoi nt I think both of these letters fal l far short 

o f 1nforc1nq of us of the basis. 1! any, to i s sue a 

c1v11 cha rqe under the civil char oe rule. Enou;b of 

the pr oc«:!durals . thouQh. Goino to the Island Creek 

GltuGtlon. we 've oot a packet of exhibits i n chronology 

w t th r eoard to all three of the wells that we're 

t alktno about. (Pause.) These three wells t hat were 

pluoocd w 1 thout notice to the DepartDent of Gas and Oil 

wore all peraltted by pora1ts issued on --appl ied for 
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on oeceober 30th, 1992. What was happening a~ the •na 

of 1992 was the ability t o obtain tax credits ·- the 

ten year alternative fuel tax credits for coalbed 

=othane was cxpir~nq on the last day of 1992 and Island 

creek 3nd others were submittinq applications for well 

pcra1ts for existino vertical venti lation holes 1n 

their m~nes t o protect theaselves in the event that 

they were to produce coolbed methane qas from those 

vert1cal ventilation holes in the future to qualify 

theo !or the ten year tax credits that were eXPirino 

the ability to claio thea exp1rino the end of 1992. 

so all three of these well6 that we're talkino about 

were 1nltiolly drilled as vertical ventilation boles in 

the course o! minlnQ. Attached in the exhibits here is 

t.h~ vert.1cal vent1lation hole perait for each of these 

w~lls that was or tQlnally issued by the Depar~ent of 

Hines. H1nerals and Enerqy Division of Hines, the sort 

oi sister cntl ty. After the oil o.nd c;as pendts were 

issued. At the end of 1992 with rcoard to al l three of 

then~ wells nono of these wells ever produced. Okay. 

uone of them w~re a~odif it?d on the surface or under 

9round by tho addltion of facili t ies or rcworlc.in;. 

These wells sot there froa the tio~ the oas and oil 

perc tt was tssued for tax credit purposes until they 

were pluoQcd. And !renkl y what ha,pponed -- I'm not 

\31 
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oo tno ~o put any ~1nd of whitewash on th~a . What 

happened was because they were paraitted as vertical 

vent1lot1on holes , because they bod never been produced 

a s gas and 011 wells, they bod never been aodified, 

they had neve r been booked up to any gathering systea, 

when I s land creek was ellbark.ing on a pluooing proqraa 

wt~h their vvas and they bad VBH peraits f or these 

wells -- now, thls is not a legal excuse but tbis is a 

f~c~ual explanation o f what happened -- they went out 

and pl~qoed thes e wells as 1£ they were VVHa . And tbe 

VVH pluogi ng procedure requ i res ootice after you plug 

the well . The o il and gas procedures that I'll get to 

1n o Qtnute require s notice before you plug tbe well . 

In t h1s packet o f exhibits attached hareto there is tbo 

notice t o the 01v1sion of H1nes after each one of these 

wells was plugoed as a VVH. so what I am suggesting is 

that the r eason this happened is these were duel 

pPr=ittcd wells . They bad never been utilized as 

coalbed methane wel l s and Island Cree~ dropped tbe boll 

-- the r e • s no questlon about 1 t . They dropped the 

ball, assumed they we re just regular VVHs that they 

could pl ug 1n compl1anc e with the Division of Hinoa 

regulattons , the other s1de o f the OKKE, and they did 

thot . Somehow the Oivis 1on o f Gas and Oil discovered 

that these well s had been plugged and that they hadn't 

\38 -------------------------·-----
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been not~fted. And that' s true . I'm not claiming that 

-- that • s the ball that was dropped. Island creek did 

not noufy the Di vision of Gas and 011 before plugging 

them becaus e t hey mistook them as VVHB . When a notice 

of v1olat1on w1th reqard t o that problem -- with regard 

to these three wells was iss ued Island creek came in, 

peti t~oned t he Division of Gas and Oil for a modifi

cat l on t o al l ow t h em to plug, f i le the pluqging 

a ff i davi t and comply wi th the rules, all be it tardedly 

but they came i n and did it . s1nce this bas happened, 

because hope ful ly people l earn from tbe~r mistakes, 

I s land creek and consol who operates a lot of these 

wells f or Isl and creek have compiled what they be1ieve 

1s a complete ltst o f VVHs that have also been permitt

ed as qas and 011 we l l s so that Island creek has 

avail able t o t hem t hat i nformation ready to hand so 

t hat thi s i denti fi cat i on problell will not happen again. 

And i n addi tlon t he way in which wells qet pluqqed and 

c ont r actors ge t h i r ed has bee n modified so that consol 

and the o il and qas oper atton side has a better handle 

on t.h1s . The po1nt o f a ll of this l.s this is an actual 

explanation as t o wh}' t his happened and we wanted you 

t o know t hat and we want ed you t o know what activities 

we have undert aken to make sure that it doesn't happen 

aga i n . But i t was not a s i tuation where a coapany 

----------1r------------------------------------------------ \19 - ·---- - -
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tqnored obllgatton . I oean , t hey thought t hey were 

pluggtng a VVH. And what we have put ua place presua

ably w1ll ~ top that f ree happening . There may be -ome 

n~w cath here, though, because I thi nk 350 and 350 is 

$700 . We 're not obJecting t o that but we wanted you t o 

ttnderstand how thls happened and what we have done . 

The more ser1ous of these two civtl charges is the 

second one and lt really is very upsetting to us. The 

chrono:ogy ther e 1s -- the assertion lS that we dr11led 

a wel l Wlthout a percit. The chronology there was a 

per~lt was appl1ed f or f o r the well in ques tion. It 

was a duel~d s tte. so the s 1te al ready existed. A 

phone ca!l was oade, as happens all t he t i ce, to th~ 

Dlvtslon ~ f ~sand 011, the Ins p ector' s office and 

satd woen can we expec t the perQl t? Consol was told 

&uo:sday, Wednesday at t:he la test . Before drilling 

w~ l :~ because o f union cons t r a int s and other require-

o~~~s notices have t o go out. So Hr. Arringtc n s ent 

Ow t a not.1ce t o the ttnlon. He also notified the 

0: "-s.~n o f Gas and 011, Mr. FulDer•s o ffice, that they 

tntended to s~art drllling th1s part1cular well on 

Tu~sday . To cake sure that 1f t he permit was i ssued on 

TUesday they hat! ;1ven ttmely advance notice t o the 

un1on, a two da~ not1ce. What happened was the rig got 

~ov~d on the s1te wh1ch already h ad been built for 
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another well on Tuesday and dr1111nQ coaaenced on 

wednesday on t he ttssuap t i on that when they were told 

the pera t t woul d be issued on TUesday, no later than 

wcclnesd• y that would happen. Tb in bas bapp<!ned all 

oi l and 9&5 operators have done this 1n t he paat. You 

ca l l. ~When' s t he pe r=1t ooino to be issued?~ And you 

o~t an answe r. Thl & i s t he first time that it ' s been 

a proble= . I can assure you we are never oo inq to rely 

on t h 1s ki nd of an answer aoain. The thin; that is 

even oore dgoravati nq about this i s we sent a notice to 

t he D1v1s1on of Gas and 011 sayin ; we are oo1no to 

coCDence drill inq. The reason the oas and oil Inspect

or showed u·p on our s ite was because we t old biD we 

wer e qo t_ng t o co~ence drillino because we wor·e. told we 

were qoinq to have a permi t. The perait oot i ssued on 

Frlddy ul t l~ately . The reason it wasn't issued was 

because Too FU l oer was out o f the of f ice~ And I quesa 

whAt 1s so upsett i no t o me hero io when you look at 

thls charge 1t Sdys we w~re ncQliQent. well # is it 

n~Ql lQ4!'nt t o call the oo~ncy ehorQed with reoulatino 

your ae tlv l t y w1th who~:~ you have f lled a penit 

opp l 1ca~ton for the particular well in question and soy 

t o : hem. as we have many t i mes in t he past. when is tho 

peraiL 90 109 to be i ssued? Ce t an answer of Tuoaday, 

no l at~r than wednesday and roly on that. Now. i f this 
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heppened to us again oi ven whe.t•a ha,ppened here I'd say 

w~ would be negl iqent bec4usc we certa.inly hav@ notice 

that we can't rely on what we•re beino told ~d if wo 

do we rely to our detriment. But there's no neQliq~nce 

here . In addition. ; ood faith credit, proapt eospli

ance , :ero points. The oil and gas inspector co•ea to 

the we ll s lte where we a.re drilling because we have 

sent a not 1.ce to t .bem as we're requir·ed to do and says 

~~ you don' t hav~ a perait whlch 18 news to us. But what 
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do we do? we s top drillinQ. What could be •ore proapt 

co~pl1ance ? What else were we suppose to do yet we oet 

:ero cred1.t. seriousness of v1olat1on . obstruction of 

enforce3ent. w~ appl ied for a permit. we oave written 

not1ce that we were ;oino :o be drillino the well . we 

re1 1ed upon an answer that we oot f roD the office as to 

when the per-o t t was go ing to be issued. And I really 

a.o :. .. ·oubled by th is. Fac tually this is a screw up, no 

qlest lon about it. But I think my client is entitlad 

t o r PlY on -- espec1ally h istorically when this 1s the 

wl)y things have been happen ino in the post -- that when 

you're qiven an answer as t o when a pera1t's qo1n; to 

b~ 1saued tt• s iss ued. Thetr first notice that it 

hadn't been 1ssued w.:t.s the i nspector shows up and says, 

"'You don't. hove o percait . .. well. they stopped 4r1ll

inq . But this one i s just not fair. Obviously in 

14:! 
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term£ - - w1th regard to tho prior s 1tuotton with th• 

WHs -- Mhat are we ooino to do in the future, it we 

don't have a !axed copy of t he perait we don't have a 

def i n1te statea ent froa Kr . FUlaer or aoa eone in bia 

of f i ce 1t has been s 1qned we're not ootng to do this 

an~~ore be cause if we can't rely on those kinds of 

answers we're not oolno t o. But this is just not 

r19ht. That' s all I have. 

MR . CHAIR.t.t;~..~: K.r. FUlmer, do you or the i _nspector have 

anything you wish to ~ay for the Board's consideration? 

Please identify separately tllc issues here -- Consol 

and Is l and creek violat ions. 

HR. H£HOSRSOS: Ky name is Jay Henderson. I'm with the 

DlVlSlon of Ga s and 011. t quess as far as the Island 

Creek matter w1th the pluQQino pluqqinq without a 

pen:n t and then f4ilure t o put u,p o permanent aarker, 

the oarker s i tuation had been brou;ht to Island creek's 

a t t entton in the past. so that was the reason for 

that . There were three VVHs t hat had been pluv;ed. 

'i"Wo o f thea 1 Cound on -- the violations were issued on 

Aprtl 5th and then one was found on May 22nd. I don•t 

know whethe r was -- none of t hat information was 

volunt eer . 1t was. you know. lf you f ind it you find 

1t. we l l. I found it. As 1 unders tand the way tbe 

or1Qt .nal r {'>qulattons and that l av was WTl.tten the 
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intent was t o -- the reason for the aarker and the 

reason to some extent for tbe pluggi ng was a aine 

safety concern. so they know where these holes are, 

where the plugged wells are and that they have properly 

pluqqed . Th at was why those were issued . 

HR. GARBIS: can I ask a question? 

HR. CHAIRMAN : Sure. 

KR. GARBIS; I s there eny di.stinction as far as aarkinCJ 

well s as to whether -- do we aarll ventilat1on aark? 

obv1ous ly we mark them. 

HR . H.EtiDERSON: No . 

KR . GARBIS: so we do not mark ventilation boles? 

MR . HENDERSON : No . 

KR . GARB IS: How many vent1lation holes would you say that 

you have pluqged 1n the pas t? 

HR. HORGA!<: Hundreds, hundreds . 

HR. GARBI S: And you've never marked those. Hr . Henderson, 

1.n t hese three wells was there any transaission linea? 

HR. HENDERSON : No . 

KR. GARBIS: wel l , i f there wasn't any transaiss1on lines 

woul dn 't tha t i ndicate that they're ventilation aines 

ao opposed t o r egular qas wells? 

HR. ruLHER : They were pe ra1t t cd t o us . so it doesn't 

ca tte r whe ther there's a transaission line . They •ro 

permltt ed to us under our law . 

lU 
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HR . GARBIS : Explain further. ple ase. In other wor4e. 1~ 

your recorda 1t's per~itted as a oas w&ll? 

KR. FUUGR: Yes • 

HR. HENDERSON: As Kr. swart: passed out 1n the ebronoloqy, 

they were peroitted and drilled as VVHs per.itted 

throuoh the Otvis ion of Hi nes . 

HR. SWARTZ: R19ht. 

HR. HEimERSON: And then December JOth, 1992 a parait was 

~ppl ied for so that t hey could produce . They were 

permlttcd as coalbed methane well s and a.s coalbed 

oetbane wells t have to oo i nspect thea. 

KR. GARBIS : so Hr. FUl=cr•s office in your recoqnition 

these are qas wells? 

MR . s wAFtTZ : Now 1 • a not dis·putino that. 

HR. GARBI S: RlQh~ . They 're peraitted . But basically your 

de fense 16 sayi no it wos 4b oversiobt bec ause your 

~aopl e thouqht t hat t hey wer e venti lation wells? 

MR. SWARTZ: r·~ not sure that' s a defense. tt• a an 

expl onat1on . I ' • conced 1no that t hey ecrewed up h•r~ 

w1th reoArd to those three vertical vontllatlon holes. 

But l ' n t ryino to show that l t wos a oood faith •1etake 

t hot t hey thouQht in foc t, they wero doubly poraitt

ed nnd th~y cooplied ~ith one set of re gulation& and 

d1d not comply clearly ~1th t he other. They needed to 

no tlfy Hr. FUlecr •s o ff ice of their intent to pluo 
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t.bes~ - we won 't dlspute that. 

KR. KINC : I have a ques t i on . There is a difference between 

a gethQne 9as pe r=1t and a ventilation per.it? 

HR. FUL~ER : Yes. 

KR . KTNC: And: these we re aethane 9'88 peratt.s? 

KR . sw~Tt : They were peraitted as both vertical ventila

t i on holes a nUDber o f years before they were t.hen 

subsequently also permitted as CBM wells. But they 

were never produced a.s wells. 

HR . KI:NC: So i n the p ast they were both? 

KR. SWARTZ : At the t i me of the pluqqin9 they were in wy 

j udqecent both. 

MR . HORCAN : I! t could speak a little bit here. As Mark 

has said . t he very reason we are here -- it's not the 

s7 50 . I t's the stt oma that this is not 5o• etb1no that 

you a l l ever see £or SOQe r eason or another. we are 

here on a c\ vil penalty charqe but don't thint we•re 

t.hi' onl y one thot ev~r has a violation. Better Ftbe 

low, i f you cons ider t hat a 986 well that was plu;Qed 

th~n ther~ was no mdrker . At the same t ime these were 

bc i no pl uq;ed by Island Cree~ there was a proora. under 

way . These thr eP hol~s wer·e pluQoed in conjunction 

with some ot ncr VVHs that were be~o pluq;ed at the 

s am~ t lme. In December all the VVHs were beino 

pluooed . They wer e all permitted by Island creek as 
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VVHs {Inaudible.) we were not aware that they had ever 

been repermltted as anythino other than VVH and they 

been produced as a gas well . So there has never been 

any~htno a s to conversion on the surfaco to aake thea 

appear as anythino other than a ventilation hole. tt•s 

the soce hole that was always in the oround that was 

bet_nQ pluQoed on all t he other holes . 

MR. GRANT: one thtno Hr. swart: s aid troubled me a l i ttle 

bit and oaybe you can clarify it for a e. You i ndicated 

that Hr. rulmer•s of!ice -- these weren•t your very 

words but somehow found out that these wells bad been 

pluooed. How did he f i nd out? 

13 MR. SWARTZ: 1 don ' t know • 
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HR . GRANT: now d-*.d you ! i nd out that these wells had been 

pluQQed ? 

HR. HEr;DtRSON: 1 went ltnd I inspected the wall. 

Krt. CRM:T : But you did not -- ~:~y understandino ia on tba 

vert!cal vpntll4t1on wells you ' re r equired to report 

that day poGt !octo, r1Qht? 

MR . SWA~7': R1Qht. And t hoy wore reported -- the hole 227 

1n S~pte=b~r of 199~ to t.ho Dtv1s1on of Minoa , hole 226 

septeaber 29th. 199~ a nd tho last o no was october 2Sth. 

I suppoflc he coul d have f ound out by in&pecttno the 

Otvuaon of >nnt's r~cordo but that's n ot what happened . 

I ou~sn he po1 iodtcally chacka porDlttad walla . 

IU 



• 

• 

• 

3 

• 
5 

HR . HENDERSON : I don•t inopcc t vertical ventilation holes. 

1 on ly 1napcct s tuff that we have perette on. And that 

came up on the 

HR . CRANT: They did, 1n fact , file notice after plugging 

thost? we lls ? 
• 

G HR . SWARTZ : With the Division of Hines whicb would be 
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conslstent w1th a VVH coal mine • 

HR. GRANT : one other question that I have, if I aay ask, 

Hr. chatraan. 

MR. GRNIT : Hr. Henderson~ you 1.ndicated one of two thin;s. 

I'D no~ s ure which I heard. one was that you eitber 

bad a proble~ with them marking wells before or you bad 

b rou;ht this violation to t heir attention and they 

didn'~ proceed to 

~R. HErlDERSO~ : In the past there have been several wells 

that wer e pluqqed and no car~er was erected and a 

violation was written for t hem. They asked for and 

r ece1vcd a var1ance to we 90t a letter fro• leland 

cr~ek s tat1n9 t hat the Di vision of Mine Reclaaation 

requtrcd them to cut off the pipe and not leave a 

aarker ar.d that variance was approved. They indicated 

thdt -- they were aware that there was a requirca ent 

u nder the Di v tston of cas and 011 r·egs and we did not 

rccct"'~ a request for a varianco on that . I have been 
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up to Q-7A ond Q-6A i n the last month . I don't have 

the date. There was a c1qn up. It was a p1ece ot pipe 

with a sion on it that was stuck in the vround. That 

was -- I called Mr. ~rrlnQton that that was not a 

permanent ~arker and I just haven't bad a chance t o vet 

up to those agatn . I'c a s sumlno that that 's been 

corrected. As far os the pluq;inq. there was a hole 

over on the VP-6 a l oe du=p. It was diff erent froa tbia 

one -- !roo these three i n that it was not peraltted ae 

a vertical ventilation bole . It was just strictly 

per=itted as a coalbed c ethane well. It was pluqqed 

the cine dump was orowtno and was oettino ready to 

co\'cr the hole and that one was p luooed without a 

pera1t . A violation was written. 

HR . SWARTZ : This is really a mystery to me. I a ean . i f you 

l ook at the top third of th~ second paQe of th is notice 

o f v1olat1on to tsl~nd creek these notices of violation 

are s hown f or hlstory and is not u&ed in consideration . 
o! c1v1 l charQ~ recomnendat1ono which co•es bee~ to 

where I o tar ted. WhY 16 thora a ctvtl charQo reco•

=cndcd here? What are we t alt 1no about? we shoul d 

havjlo r ece ived a not1co of violat ion. we vot i t . We 

! J lcd t o curt:' our defaul t a,nd administratively we •re 

Ltyin Q to abate the violation, b ut 1 j ust don•t aee 

t h t s -- the l e tter cer tatn ly 01vea u s D.) aeeiatance ae 
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Qucss as to bow we der1ved to where we qot to, if you 

not i ce where i t says t he 1nspector s hall base his -- it 

says whether t o recoQDcnd the e1v11 charoe on the 

fo l low1nq and i t has s everal different i teas. One of 

t he s copes 1s thi rd froc the botto•, •tf the oper4tor 

has a recen~ ht s tory of s1ailar violations at the site 

subject t o the c i vil charoe or at other s i tes• that was 

the f i r st part of that one noti ce for clari ty or 

tell tno how t hts was worke d out. The s econd civil 

charoe reco=cendat i on comes froD the fourth one down 

wblch 1s. '"If the ope rat i on 1& not properly peraitted.• 

so those arc t he two basis 1f there ' s a basi.a on the 

Gl t uation of how we QOt into the civil ehar;e matter. 

Tha~·s th~ t wo 1tc~s that we used i n re;ards to the 

procedural rul~ tha t t he Board passed • 

HR. CHAIR¥~: ~~yth1nQ further , Hr. FUlaer? 

~R . ~JLMER ; Not at t h i s time . I just apol ooi:c for ay math 

on t hat l ett~r. It i s S700. 

HR. s~ARTZ : I kept think i ng where did t hat 50 bucks coac 

fro= dnd I was k ind of a£ra 1d t o poi nt i t out becausa 

you =tlobt have some answer. Ha, ha . 

HR. CHAI RMAN: He . Hondecs on, di d you hove onyth1ng further? 

HR . HEHDERSOU: no. I ' d be happy t o answer any questlone . 

uo 
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HR . CHA!~: oo you have any questions o f the State 

2 In Gpector? 

3 KR. GILLUM : I hove a question on so•ethin9 tbat bothers •• 

4 a little bit. we •re talkioq about both issues still? 

5 KR. CHAIRKAN: Yes, sir. You can separate tbea. 

6 HR. GILLUH: It' J the second. Tbe issue of neoli;ence and 

7 obstruct1on o f enforcement, it k.ind of appears like 

e this waG just a a ist -- it did happen. But bow aucb 

9 would those po1nts add to t.h i s $2,700 fine? What is 

to the base £1ne bad there been no neoliqence or no 

11 obstruc :.1on of enforceaent? 
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HR . FULHER: I f you will look throu;h the various tables 

in the procedure, look in the var ious tables, that 

outl 1nes in the e valuat1on process. 

HR. SWARTZ: I'll ; i ve you QY answer. The civil cbarqe 

aaount shows that it could be ;ero. It ooes from zero 

to 7,000 depend1nq on the points. 

HR . GILLUM : It's based upon-- is it based strictly u,pon 

points? 

HR. CHAIRMAN: Ic's bGsod on the points, yes, sir. Those 

are on Pa9e G o ! the civil charqe rules. 

H~. ~LHtR: The f1rst table I looted at was the seriousness 

o! the violotton and the only thin; that we could do 

here was obstruction of enforceQent. That's a per.itt

lng 1ssu~. I t's an cn! or ccment iss ue. They must have 
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a peroi~ to drill . So that' s the only catoqory that 

you can l ooJo:. at. 

MR. GTLLUM: But you can still ~rite a violation without 

r::~onetat·y da.maqe~ 1s that riqht? 

MK. FULMER: Yeah . The violation 16 o violation aqainst the 

code. Now, whether that violation creates a serious

ness or whether lt ' s neQliQ ible that they 414 it. that 

they wlllfully d>d >t 

HR. CILLUM: It loo~s l1Ae to ce it was just a problea of 

COQmunlcation between the two 

KR . FULMER: well, there ' s another situation which is not 

brouQht up here that they were well aware of that they 

had :o have a perait before they even started. s o 

thoc•s not i n here. 

• 

HR . SWARTZ : aut i f you arc told i t's qoin; to b~ issued on 

d date 1s where l ' Q coainq from. Unless that's contro-

veort ed I oean. tha.t • s what ha.,ppened. That's what my 

people te ll me and oc;S.Qittedly we didn't have ! i-en::ait. 

we car. come i n here and say we bad one on Wednes~6Y 

when wt started drilling because it wosn't issued ~ill 

Fr1day . But we were told wednesday at the latest and 

that·~ why we went out there . And the problem I hove 

wlth obs truction o( •<tn!orccment, if we sen t thea a 

notice- Gay1ng • P 'lOt e qolno to start dr1llino on 

'i'uesd4Y how are we obstructlnQ en!orceaent. I just 

• 
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don't qet i t. I.o the neoltqence teeue. we rel1•ct on 

what they told u.s. Pro•pt c·o•pl.iance. they o ot out 

~ere ond we turned off tb• rio . Yea, we s tubbed our 

t oe here but tt • s not -- lt'a ju_at oot rloht what 

they' r e tal~1nq about do1nq . 

e HR . HENDERSON: As f a r 38 the notice the 01v1a1on of H.lnea 
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-- well . our law and the 01v1s1on of Mines require that 

tb~re be \\ t wo day notice -- a 48 hour notice before 

drilling comaences. And r a ther tbon -- we have 

s ttuat ions all the time whore not ice wi ll be oiven 

befor·£O a peraits i s sued so t h at that 48 hours can -- 48 

• hours w1ll boppen before the dr1111no starts. And 

8oaett•es tt •s 48. Soaetiaee it 72 or whatever so that 

the co~pany do~s otve the 48 hour notice. Now, as fer 

as t he -- l et ce say. J was on vocat1on that week and 

Hdrk our1n9 went out there end inspected the well . 

t·v~ qot h1s 1nspect1on report and ho was out there 

between t l: 55 and 12:30 on July 2nd and 3t that tiao 

tht'Y wero down 636 feet. so cSr1ll1nQ hod to start no 

later than TUesday •orn1n0 t o Qet 636 feet. I'm not 

sur~ ex.octly the prec1eo inatont that drilltno star t ed 

but - - tt cay have s tarted earl i e r . r don't know. 

HA CtLt.UM. tc that an ob&truc t ton of onfor ceaent or 11 

th~t n•oltq•nce? t oueae t •a havtno trouble aeetno how 

you - -what waa tho ncollQonco po l nta for? You aay 



• 

• 

• 

• 
s 

6 

1 

a 

0 

10 

" 
12 

" .. 
IS 

,, 
11 

" 
19 

20 

21 

22 

2l 

24 

2S 

obstructlon would provtd• you have to h&V@ soae 

•~r1ousness o f a violot t on a eoaureaent -- aeaaure-ent 

of sertous nesa or ~ v iolation . 

HR . HENDERSON: The four pointe were a ssiqned undar the 

ob&truc tton o f enforceoent coteqory t o the viol~tion of 

odDln i s trati ve requircatn t ~at that ie co~rectable 

after sooe delay to ha•per or obstruct enforceaent . 

That was -- a perait is r equired . And then neoli

Qence. six points ~ere oas toned on that. 

KR . CARBIS: Let c e as~ a quts t 1on. Hr. swart: . wh~n did 

your cl 1ent apply for the pe rait? How =any days 

what 1s typical l y the &count of time? 

KP . SWARTZ: Hore than o a onth be fore . 

HR.. HOflCHU: : 'Thls pena i t had t aken lonoer t h an usual. 

AA. GARBIS: More than a aontb? 

HR. HORC~~ : Yes. Thot•s the reason we had been catlin; . 

MR. CARBIS : Do you know who your c l i ent t alked to tn Mr. 

Fuloer• s of!lce? 

HR. SWARTZ: Who dld you t ol k t o? Olano. I meon, this 18 

not d~osed. 

HR . CARBlS: Wd l t a alnute . And ohe eo id it would be 

:'f'l)dy .... 

HR. ARRIIICTOS : when I ta l~ed to her on Friday she aaid it 

would be TUesday. no loter t hen Wednesday. 

HR CARBIS : I s 1t t yptcal that you re ly on people froa Hr • 
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FUlaer• s of f1cc, in other words, and they oay the 

p~ra1t will be ready thi s date and then you typically 
• would co~ence work even though you did not have the 

permi t physically in your hand? 

s Kit. KORCAt: : Let me tell you what happened here and a little 
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b i t core of the facts on thls. Probably on a t ypical 

qas well we would probably have waited on the faxed 

pcrcit. Th is was a hole that vas being drilled into 

the longwal l panel for deqas i f1cation alone. We bad 

appl!ed for th1s we l l somewhat a aonth or aore earlier. 

7he aine wa s f as t approach i ng this hole. It was, in 

fact, dur lng c1ner •s vacation. K~ner ' s vacation was 

ru.nn1n9 out. The oine rs were qoinq t o coce back to 

wor k on Honday. That's the reason we wer e aaking the 

c al l s and we were r eady to 90. we had people throw1n9 

fits. The =~ners are 90109 to coce back . They're not 

q oi n9 to be a.bli' to get the gas out of the mine. We're 

qo1nq LO s hut the ainc down. we made the call. They 

~ 4 !d yes. we had a peraitted sitQ . we went ahead and 

se:.. t he drll l r l 9 u,p . Whether tt was a is-coaaun1-

ca t1ons we shou ld have followed up on and confirmed 

:.hot. t he penn :. was in place at the t1oe vhen 

- - ~hen Les t o l d the operat ions people that the perai t 

shou l d be ln they took o ff drillino to try to qat under 

the qun ~n tt oe t the hole ln place b efore the ainers 
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I ~ao~ back and s tarted to work on it . 

~ H~. GARBIS: Hr . ru l aer, io I t t ypical t hat operotors will 
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cdll t o your o!f 1c~ and co .. ence work even t houoh thoy 

~ioht. n ot ph_yslc:all Y h ave the pa nu.t o r d f o.xecl copy of 

that.? Hos that be\)n <!.,)n~ i n t he past? Has thftt ever 

been don(!? 

HR . FULHSR: T~ay ~oll DY of f ice and co .. enccd work? 

HR. GARBIS: I'a sorry . 

H~. FUL~ER : Thoy will ca l l and they ' ll want t o know wben 

th~tr peroit 18 oo1no to be l &&u e4. And if I say i t' s 

qo1no to bf 1ssued that af t ernoon they say, •well , can 

~ ~~t ~qu1p•ent up thero?• 3nd the pe rait 18 c lear I 

s~y. •1 have no problea with you oovino it up thero 

b~c~us e w~ 1ssucd a perait and fax the• a copy and t h•n 

A311 lhco '' copy. The.t • s a comaon occurrenc~ day i n , 

HR . ~AR~:s : so woul d I t not be reosonoble i f thay • •de A 

phon~ \:(\ll .. md ~111d, yt!s, 1t wil l b e !orth coa1nQ wi thin 

tlh' X nuc.b<"r o! hourtt or th\G datt'? t s 1t unreas onabl• 

t hGt tllt'Y W"ould -- tt -'.PPC4rs t hat the r e • s a. pot tern 

th ~t thlS a1oht h~ cu t ting a r o und t h e cdga o llttla 

b n . Of course , ay ex:pcrt cnco i n d eal i n; wi th the DC 

Covrtna~nt t t- ) OO\l would nevor eve-n t h i n k of sta r t i ng 

unl\"l'll you hod so•cthlnQ in hand . 

HR. r t.:LHSR: woll. ooo1n, whot l '• ooy l no .is if they call 

U6 
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and ~hey ask -- 1f they ar e tal~ng t o me and they all 

want t o ~now when the permit's goung to be issued 

because r· ~ the last can 1n the lag . Once I siqn of f 

on lt th~ perm1t 1s 1ssued then they can qo to work. 

so cert1f1cately yes, they w1ll call ae and 1f they say 

can w~ qo ahead and cove e~pment up there and I say 

yedh, qo ahead. Now, I don' t know what the circua

stances are here g1v1nq 48 ho11rs not1ce on a permit 

Lha·• s never been 1ssued yet because 48 hours notice 1s 

on ly 1f you have a perm1t wtth you. I understand that 

Lhere wa s a not1ce tllat was sent out that they could 

co~tnc~ operat1ons now under the assuaptlon that that 

pera1t was gotng ~o be issued on a certaLn day. And 

apparently wha: happened was t hey coamenced operat1ons 

~ . tro~ t hav1ng a perw1t 1n band -- a faxed perait or 

ar y sort o f perc1t based upon a phone call that was 

~ad~ to tht c :f:ce that sa!d yeah , your pera1t aay be 

: -:.l o ~· 01 by the l a test Wednesday corning. That • s my 

who~e nce rstandl~g o f the whole deal. I c aae Ln on 

Flldd~' and 1ssued the p~rmit. 

~? -A?BiS: :s 1t n0 t reasonable ! think lt's reasonable 

fot <ut out3td·· ent:erpr1se t o call the Government and 1f 

so-ebody r -ra -- the staff asks a quest1on -- I thlnk 

that ar .• n'iep<>nd<!nt person bas to reasonable expec t 

th<l:: " hen s.:>::~ebod\· !ro:n an of fice g1ves a date that 
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' t hat hcs to be r e asonabl y ex,pected. I aean . I don' t 

2 tbtnk thot' R unreliable . 

3 HR. iU't.KER: t•a not arqu.109 tJ\ot po int . t•:~ just s a y.taQ 

• 
s 

that ~he reoaon 1~·s s 1tt1n0 ~ere or Lbe reason la 

because they eoaa@nced operations without a per- i t . 

6 KR. SWARTZ: Of cours~. I a ean - -

7 HR . GARBIS: But du1n • t. you also s oy t.bot on other oc:c:aaiona 
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that pe-ople c all 1D and s ay w_be.n u I Qoino to have a 

p er£1t, tt will b e this time. and t hen others under 

tha~ expectat l on have 

MR . FUt.KtR: No. 1 cUd.n't a ay that.. l s a i d they cal l in 

and they'll ask 1! tbe1r peradt 1s go lng to b& 1asued 

and whether or not they c on oove ~quipaent . 

HR. SW.\R"''l. : The advo_nce:d pl3nnino here -- thi s bappe.ne d to 

be o sttc t hat was al ready built. You cannot broak 

qround -- you cannot dlaturb vround v itbout a peratt . 

so 1! ~h\5 hadn'~ b~en a pre -exis t1n; 11te for other 

well~ we would have had to have a bull do:er out t he re . 

tt woo l uck . t quess . t hat they could put a drill riq 

on a pre-tX1St1n9 s1te and didn't have t o b~&k -- a 

pe~1tttd Slte and dtdn• t have to break qround . Bu~ 1n 

o typ1 ca l well you•r@ ootno to call and say - - becauae 

tl1ey h1ro concractorll to do al l this stuff . You need 

so=~ adv~nce w.:am1no. When c an they aove t .he1r 

e qulpD@nt on 1t? Tbts 1a a t ypical aort o f tb1no and 
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we need t o know what the rules ore. If we can't rely 

on when a re we qoinq t o have o perait so that we can 

te l l our contracts so b~ i t . But in the pas t we have 

been abl e to c all t hat o!f1ce. It' s o pretty cooper

ative re l ati ons hi p. I'a not suooes t ino that's cbanqed. 

If the y know when a p enut is Qoi.nq to be issued they 

te l l us. And i t' s happens reQUlarly and it happens 

wi t h other operators i n oy understandinq. It certa inly 

happens w1t h thi s operator because t•ve so=etiae aade 

thos e c Gl l s myself . When ac I qo1no to have this 

perct t? When t s oy c l i ent ooinq to have this pera1t? 

And i! the y don ' t know they need t o tell us . We're not 

arqu t no that we coacenccd operat i ons • itbout a perait • 

what we are say1no i s we were told we would have it -

lt wou ld be t s sued no lat er t han Wedn&sday. 

HR. GARBIS : And when d~d they coaaence -· 

HR. Ht :m ERSOH : The dr tll1nq was underway Tuesday Dorninq. 

HR. SWARTZ: How do you know that ? 

ttP . H&NDERSON : I have -- t hat wa s the 1nspector. 

HR. SWARTZ: wer e you t he re? 

HR . H£NntRSCN: No, Gl r . 

HR . SWART: : l o u w~re o n voc ation? 

HR . HEN'D!:.RSON : Ve.:th • 

MR . SWARTt: vou • re l n t e r p r etin q s oacbody else's notes to 

t e ll us 1 ~ ~tarted on Tues day. r1qht? 

1U 
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HR . GARBIS: Ho~ many feet on hour can you dril l? Hie dept h 

2 was GOO feet. w~ co_n do thot in aath. 

3 MR. SWARTZ: Les, what is your underst and.ino AS t o vbat 

• h~ppened on Tuesday ond What happened on Wedneaday? 

s MR. ARRINGTON : They start ed drilli nq on TUesday •orninq. 

6 KR. SWARTZ: They did . Okay. 

7 KR. Kn:c: Is i t a procedure t hat compan ies call and as t for 

8 

9 

a peroit and Diane con soy yes. it's ootno to be iasu&d 

on a certo.in day and that • s --

10 MR. ~~ER: No. what she'll loo~ at is there's no~ice 
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provlsion dates in there and when it usually oets down 

to me and 01ane it's a notice issue. When is that 

not ice qoinq to expire. when is the fifteen days qoino 

to be up. when ac I qoino to be able to oct it out of 

the s ystem. see. t he s ystea wi l l not l e t a e issue that 

pe ra1 t unless that not ice issue is out. so s he wi l l 

look into the- computer and s ay. welL it l"oolts lilte it 

will co=e out this doy. 

HP.. KIUC: ts she authorized to make th"t dec1sion? 

HP.. ~~tR: She'~ author1~ed to say ~he f 1f~een days wi l l 

be up 4t th1S time. I'm the one that has to approve 

th~ peru' r~ 

HR. RlHG: But I oean can she- soy-- i f r •a a coal oper ator 

~nd 1 want to know when oy permit' s ooinq t o be issued 

can s h e ~G~· that to me? It will ba issued. on Monday 

160 
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but lt will defi nitely be Issued on Wedneaday. can abe 

soy that wi t h authority? 

KR. FULMER: t:o. she can 't s ay that s he can issue perait.s • 

1 don't know what the context was said here. you know. 

when will oy permit be issued or whether she'd s ay I' • 

qo ino to issue it later or I'a QOinQ to issue it later 

it's not within her prev i ew. It depends on the 

quest1ons that you oet and bow they're fraaed frOm the 

operator of what he's see.k.in;. Because we oet thea 

every day . we•ve oot EREC. we•ve oot Conaol. I talk 

to Les on a daily basis about permits and applications, 

about aaendments and so forth of this nature. This is 

a situation where the drillino started on a TUes day and 

the percit was not issued. 

KR. KI NG: Until Fri day? 

MR. FULMER: T!ll Friday. 

HiL MORGAN: I quess what we• re oettinq to is what 11a'kea 

thl s a v1olation t hat needs to come before you quya for 

n c 1v1l penalty assesscent. How 11any have you had? I 

know I've ~at in he re and seen you consider wells that 

not. only have been drilled but i n production with no 

pe rQ tt& a nd I h3ve not seen you have a penalty asaeee

oent . so wh&'\t was it. about t h1s cir cumstance that 

drove thlS to you? 

HR . CHAlRMAN : CGn yo u a.nswer th at , TOQ? 
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KR . FULMER: vell. one o f the c trcua at.ancea that we do hove 

a problea wtth 1s a while back this aaae situation caae 

up where work was 901n9 on on an applicatloo but the 

sa:e ~lae Isl&Dd creek hod provided for or applied !or 

a WH hole . 

MR . HEtiDERSOll: consol opplled !or U-160 pe.-.1t with 

pipeline and before that was issued they applied to 

the Divislon of Hlnes for • permit to drill the VVH 

becau&e •• it's o s1Qilor situation in that, a.s Hr. 

sw~rtz said or Hr. Horqo.n aald, the panel was getting 

close to that hole and they had to hav~ it to get the 

gas off. So a closure order W41 -- I wrote a cloau_re 

order tn that tns t ance and I got o call fro: either Lea 

o r the Dtv1s1on o f Mi neo with aoa~y s aying that that 

pennt hdd been a vert1cal ventilation hole had been 

tssued for that bole. so I cance lled ay closure order 

becBUS@ they did have a permit. Now, subsequent to 

that after the we ll woe drille d they were still waitin; 

Cor tht' noti. £1ca.tlon period to ox:pi re. So tbe P•tlDlt 

wi th the ptpt'line would then be issued and they built 

160 odd ! eet o! p1pclloe wlthout a perait. 

~R . SWARTZ : t was a~tudlly involved ln that probleD and it 

deoocst rdtes thot •Y el1cnt knows what they are doln;. 

Thllt s ttuat lon they were told you • ve Qot • not1c·e 

prob l e2. you•re not 901n9 t o Qtt your perait. And we 

lU 



• 

• 

• 

2 

l 

• 
5 

• 
1 

• 
g 

10 

11 

12 

1) 

•• 
IS 

•• 
11 

•• ,, 
20 

21 

n 

n 

2• 

2S 

d•ep~rately need•d thot hole. Tbe proceaa 11 way 

qulc~er on the atotno o1de. so we applied tor o VVH 

hole for a t ne safety purpose• ao we could vent tbat 

hole and continued on with the notice process and tt.e 

lt•tt6 that an~ iopoaed tn Hr. F\ll=er•a baill.wick 

be!ore we prod.uced the well. And the d .i fference ls we 

were t old there y·ou • re- not gett1no a pe rait. You • ve 

oot d proble::~. Here we• rc told you • re qett ino a 

pera1t. s o we went !orwftrd. Tbere are ways -- 1( 

Diane hdd s ald forqet lt. 1t'8 ootng t o be teo days we 

wou l d have p ursued o t .her options. But wben you tell 

soo~y you •re ootoo t o have a per.it on a day or oo 

later than a day you f tgure that's vi"able, it will work 

!or us. I f you•re told 1 con•t tell ycu or no you do 

so:eth1n~ d!ffereot. And t think what ~is exaaple 

deoonstrates is that we c l o4rly had a pr~lea. we had 

n nottce problem on o CBM well per.it . our alternative 

1~ to run the risk of 8hutt1nO in o coal aine or pursue 

A VVH hol e. s o we drill it to the apecko of the oi l 

am! qas p.::n:a1.t ond ride out t he ttc e \ imils on that oil 

3nd qas pera1t to ~et a per•1t so we can produce it 

tnstedd o ! ventlnQ' Lt. But. 1 • eon. there are alterna

t l'.ttls iL'ld dep~ndin9 on the k tnd or 3.nsvrr you c;aet f roa 

your 9ovenu:.eat you pursue thi.\t cou rse . T·here ' a no 

queatton we drtll ed the w~ll without a perait but I 
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thlnlt under- the c1rcuostances it'a understandable why 

thJ. G ha,ppcncd o_nd I just -- I don't think it's a,pprop

r1ate. t t hink it ' s an over r eaction . one last thin; 

- - t'g sorry-- that claude was talkinv about. It 1& 

olso soaewhat ao;ravatino to be the f irst people here 

when t look around and you have bad ln the last three 

oonths people 1n f ront of you vbo have drilled non

pcraltted wells and produced the•, not paid royalty to 

anybody, basically stealino oos. And here we are 

reportinq all t h1s stuff. Wby didn ' t they p1ck up th~ 

morninq and s ay I hope you're not drillin; becaus e you 

don't have a pcra1t on wednesday when they oot our 

nottce -- we don't need to be p layino 9ames here --

thtlt w~ wer·e ooino to drill. I queas , yeah, we drilled 

1~ wi thout a perD1t but it secas to be not fair. 

HR. GRANT : I th ink the cbalraan asked Hr. Henderson t o 

address why you are hero and I'm not sure I under stood 

the answe r to that question. 

HR. HENDERSON : orillinQ without a per.it is pretty serious 

.md t hat • G the reason . Like t s ay* in the rece.nt past 

they had butlt a p1pel1ne without a pera1t. so 

we're 

MR. CRMlT: so the civil charoes are beino brought here by 

your o ! flce because you feel there's been a lot of 

hl~Lory o f violations with these people? 
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I HR. H£N'DERSOU: 1 wouldn't characterize i t a.s a l ot. 

2 KR. GRANT: Hore than others? 

3 HR. . HENDERSON: I • m not aware of any ot.her coapanies that 

• hav~ had sl=il ar instances. 

S MR. CHAIRH.All: 1 ! I can refocus just a l ittle b it . If we 

• 
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• 
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10 
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13 .. 

could take these one at a tiae. I think what we have \ 

t o do by our own rules i s deal with the civil charqe • 

That 's what we're (ocused on, not the fact of the 

v1 olat1on but the ch~r;e amount . The very first one is 

the on~ on Island creek coal company for S700 . I ' D not 

t ry1n9 to cut anyone o ff . I'm just tryin; t o refocus 

us on whot we bave to deal with here . Are there any 

other 1ssues t hat the Board -- any quest ions that the 

Soa rd has reQardlD9 that? 

1S ~R. GARB IS: Do we have flexibility to lessen the dol l ar 

15 va lue-? can we 

18 
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MS. Rl GCS: Look on Pao~ 4 under Item 8. The fourth 

paraoraph te l ls you what your charQ~ is. 
• 

HR. CHAI~VJUl : You aay affir., reduce or increase tbe civ i l 

char oe b as ed on the evidence submitted.. You alao aay 

wo1ve t he c1v1l charoe. 

HR. RI NG : Hr . Cha1rman . lf 1 may . 

'iR . CltA t FtMAN : Sure, 

HR. KING : on Paoo ~ o f tho rules by order of the Board it 

~ayn that the noord aay annan& , roduco or 1ncreaae a 

16~ 
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rtne. I'd lt~e to c ove ~hat -- we reo 1 1 ~e there ia a 

violation . I have ceon other v iolations that we 

ha~en•t had coae before the Board . I 'd l i te to aovo 

that recoqnt:e there 1a a vlolatlon but we wai ve tbt 

fine . 

KR. CHAlRHAN: Waive the fine on t he Island Creek? 

KR . GARBIS : t second it. 

a KR . OIAlR.'(AN : A a.ot.lon and a ••cond. FUrther discusaion.? 
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Al l 10 ( dVOf S l9D1fy b y Boy tnq y es. (ALL AFFTRM. ) 

Opposed tiAY n o. (}lOU&.} 'Th o {i_ne 1& W61Yed on I s land 

cr~ek . on conaol. any further ques tions on that? 

( PAUSE .) 

HR. c~~i : 1 would a ove. Hr. ChGiraan. that s ince everybody 

agreeG thc &·c was a violat t o n that we acc:opt that thero 

was. t ndocd, a vtolatton and I woul d aaatqn four pointe 

for sertouones& o f the v1olat ion. t would also a sa1qn, 

thouqh, two crf\d1t potnts ! o r p ro•pt eoDpltanc·e 1n that 

t uuderGLnnd thot tht& wal l WlhJ stopped 1aaed1atelx 

wh tch wou ld g i v~ us a t Ott" l o f two points . 

HR. CH.rt.tR.KAJ• : Nn neg l1oenc:c? 

"tit. CRA.~"T. l'a sorry . 

MIL CHAlRMAU: There were ru x neoligent. potntf'. 

NR CRAllT : Rl?ht. zer o nogl1gcnt points. 

N~ CMAl~t : t hftve a aot 1on t hat we havG tour Aerlou•n••• 

of vtolataan polnts, z~ro noqligence , ~o polnta c redt t 
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fnr QOOd fai th w1th a t otal of two points, a S200 fine . 

HR. GARBIS : I cccond it. 

3 HR. FUU1ER: Hr. chairmon, you aioht •ake an inquiry as 

• 
s 

6 

7 

to --

MR. CHAI~~~ = t 'o sorry . You 're out o f order. A aot1on 

and c:t. second . Any further di&CIJ&s ion? 

KR . KING: Wbat was t he motion, Hr. Chairman? 

8 H:R . CHAIR.H.Alt : The =otJ.on was seriousness of violation va.& 
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four, degree of ne911gence zero , good faith credit vas 

t wo points !or a total of two points. a S200 fine . We 

have a motion and a second open for further discussion . 

12 MR . GRANT : can we hear what Hr. FUlaer has to say? 
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MR. O!AIR.~: sure, if you want t o • 

HR. FULMER: 1 was j u s t askino on the base of t he neql i oence 

ho~ 1c's detcrained to be =ero -- your tbouqht process 

on 1t? It's just a simple tnquiry. I' m not e&kino 

whe ther you're rlQht or wron~. 

KR. GRANT : It's my understandi nQ bas ed on what I've heard 

her e t oday that lt'& fa 1r ly c ustomary Cor these people 

to call your o!fice and speak to Diane or whomever and 

te ly upon what they 're told to set up their schedule 

Cor dr1111n9 and. 1ndeed. 1n this c a se file th~ir 48 

hour notice th~t 1ndeed that's what they are ooino to 

do . ~ ·c h~v1n9 3 dt! ficul t t1m~ -- t think they were 

try1n9 to co::~ply w1th ..,hat I'll say up front, I think • 
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o rathor loose way o! doinQ thio;s. But I thi nk they 

~er~ making an e ffort to comply with indus try custoa. 

so t 'a hav~no o dif f icult ttae flndinQ a lot of 

neglioence t here. 

HR . FULHER : Okay . 

MR . CHA.IR.KJUl: Any furthe r discussion? If not, all in favor 

c iqnify by say1n9 yes. (ALL AFFIRM.) Opposed say no. 

(NONE . ) The ~~:~otion c<1rries. That concludes the 

business for today . If the Board bas anyth i nv further 

we' ll have our aqenda s ent to us for next aontb . Those 

Board oeober s that are new. we typically in october 

plan to have a meeting over i n the Breaks Park area. 

~tay there. •~at oioht be worth while -- and I yield 

to you t o advtsc ce, but for us t o take one day and 
• 

about a half o day Just oo throuoh so=e background 

ln(orllhlt lon and then do a field t our and taltc a look 

at soce o! the acti vity thGt's ootno on and then the 

hei\rlng the next day . I know that's tAkln; out two 

days but 1f you could plan that around -- and whethar 

you want to do th11t Honday or Wednesday around that 

thlrd we p):. 1n octobct· . our Board tteet l no, 1f you Wlll 

lt.·t ~:~~ k:now which d o.y -- it • s the thlrd Tues day -- if 

Honday ancl TUe,;day is better or Tua6d(lly and Wednesday 

u. b~tt~ .. would halp uc on planninc;r purposes. 
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( AFT&R A BRlEF DISCUSSION OFF THB RECORD, THE HEAR.ING 

CON"l'IIIUEO AS FOLLOWS: ) 

3 HR. CHAIRMAN : If we could vorX that out while we 're here • • 
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ts TUes day and wednesday okay? 

KR. GARBIS: Froa ay personal preference x•d rather have it 

on Monday because you can travel on a Sunday. 

MR. XtUG : That'& f1ne. 

KR. CHAIRMAN: The third week ~n October we 're ootno to oo 

wi th Monday and Tuesday . ' On Monday we'l l be doing wi t h 

the Board brieftnos and we'll try to arranoe a tour and 

then on TUesday we'll have our Board bearing just as a 

noraal bear ino at t he Breaks. 

(tnd of Pr oceedings f or 
Auquoe 20, 1996. ) 

169 



• 2 

3 

• 
s 

6 

7 

e 

9 

10 

11 

12 

13 • 14 

IS 

16 

17 

16 

19 

20 

21 

22 

23 

2• 

2S 

• 

CO><MOI"'EALTH OF VIRCIIIXA 

COUN7Y OF WASHING"l"'N 

CERTIFICATE 

I, D~borah 3 . Bise, Notary Publ ic in and for the 

Cocsonwealth of Vtrgin ia . at Laroe, do hereby certify that th 

!oreoo1ng proceedinos o f the Viroinia cas and 011 Board 

=•etinq held on Auqust 20, 1996 at the southwest Virginia 4-H 

cente~ . H1ll nan H1Qhway, Abinodon, Viroinia, were taken by ae 

and that the !ore;oino is a true and correct transcr ipt of 

the proceedinos bad as aforesaid to the best of ay abi l i ty • 

I !urther certify that 1 11.m not a r ·ela t ive, counsel , or 

Gttorney for e!ther party, or otherwise interested i n the 

outcoce o! this act ion. 

c:vou undor my band th1s 9th day o! September, 1996. 

• 

NOTARY PUBLI C 

My colloiosion expires September 30, 1996. 
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