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september 17, 1996

~ama on to be heard before the vVirginia Gas

Board on September 17th, 1996 at the Southwest

2 4-H Center, Hillman Hignway, Abingdon, Virginia
~+ vo Section 45.1-361.15.E and 45.1-361.22.B of the

- & B =gl W TR

Vvirginlia.

I'd Deputy Director

=

Mines, Minerals and

and 011 Board. I'1] ask

I'm from Richmond,

the gas and oil industry.

I live 1in ingdon and

I'm a public

a publ:c member from Blg

tha Department cf Mines,




n on the Board's agenda today
Epard will Teceive a semli-
account established by

Company,

will i1ntroduce yourself to

King with Premilier Trust
outline which I think
- now 1t's by y=ar.
by quarter. I

Juess. We're 1in

of _5 just
income fees and tahe
comparison. 1 think the interest-
si1xX months of 1596 with
00,000 -- almost as the
than any other year. S0 a8s
»ort goes through
PUrPOSEE WwWe
recelipts totaled
tie in -- if you look

a printout of the

ernd of August with a




. L tota -+ there. Look at the first column, a total of
e 1 872,000 which compares if you locok at the total at
3 -he end of June, $1,537,000 plus. So that difference

peing the addit:ional receipts just in the last couple

3 £ wonths. We've added another line at the bottom of

E! the report showing -— at the very bottom -- the marked

/ sralue ns you know, for the last year or so, maybe a

. year and a half, we have invested some of the cash to

3 sarn a little higher return in short intermediate

1n§ rreasuries or Government agencies and those will

"I ruate 1n value. The idea with it, though, is that
‘EI Wi 1dn'"~ want To be 1n a position -- we want to be

‘3} ltra conservative, not b= in a position where anything

‘l' l
4 | vould =aver have to be sold 1n case the rates rise, the

ir<et's dowWD. at this point we're at a little

—mmm

11U n the bonds we hold. Locking at the

1 ldings report we understand always that

L
I._II

f money golng out and we've been
19 | _ srvative there. Due to a fairly recent

;ui 1] I understand there could be =-- there are
b | ¢ strorts to make some settlements or dis-

with the

wd
i
wild
o
|
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o
%
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23 | ~ant recei1pts of cash there's really a larger
24 4 ' ~han whar we had six months ago in money

rket 15 he money market rate, though, has Deen
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the 5.1 range over the last six months

they go up. Whether you agree or not

interest rates -- that seems to
that the Fed 1s more likely to raise.

rat=s that will affect these short term

15@
et funds. It may not affect our bonds too
I' a5 thelr valuat:aons, but it would not be a

Invest 1n a couple more treasurles. 1

'S sometning that agaln we're probably

out

a

potential of an additional one to one

percent actually over the money market.

To one and a quarter let's say because we

Wwe Want

wouldn't go beyond the 1959, maybe 2000. Bu

rt

© go beyond that. The report
August 30th the current estimated

over 5101.000 =-- and that's at the

second to last line toward the bottom =--

average yield for the fund at 5.4

ons That anyone has about the invest-

We would probably -- i1f we felt we

Ly I think we would want to invest

=2 O four year bonds. That's someth-

[ said we'd much rather be very safe

il

market value side because I'm under-

tunds we hold belong to others who

-




much about getting a little more

chance of losing some of theirn

whnere has this dramatic i1ncrease 1n

for sure which
actually don't have

that shows the

That would be very interesting, to have

I didn't bring my transaction f£ile with m
I did bring -- what we
i'm pretty sure it's
ff that shows all
1at mcnth and the holdings. Then
allocation report. That's
akdown of all the different

5 == wWalls?

range from under a dollar to
are -- and I could probably
1f you know but correct me 1f

'S probably a good handful of accounts




over $100.000. I'd say at least a halfi a dozen or
something 1n that @, As far as what company the
majority of the fun from, is that what you --
as 1nterested 1n that as I was just --
"nls recent money?
BRENT: W caused thls great lncrease.
"HAIRMAN: 1, do you have any insicht on that?

FULME | only insight I can give you 15 that the two

times that he's talking here in 1985 and 1996 we jumped

billion cubic reet of gas to over 50 billion
gJas 1n those twWo Years.
that frozx wells coming on line?
11 1994 and 1595. So what vou're seeing
»£ that gas being -- a Jump 1n gas

over a period of time. You can see that.

nave changed dramatically from last
ra this year from production and then royalty
be much higher. It got down to like
1n 1995 and then it's jumped back up
something like that.
piobably a good bit of it. I think we

coming in on current accounts and opening

I don‘t know that the new ones are
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E KING: Do you Keep a record of this, of where it
comes from?
1es
£ FING: You have to, 1 Quess, because that's what
suppose to be di1stributed.
RMAN: Right.
4e have a duel record keeping SySiem where we
e one fund and all the money 15 managed and the

rements I mentioned monthly ~hat show the trans-

10ns Wwithin that account. Then that's broken down

rhe -- well, actually for our records -- the VGOB
un- number which I think 1s assigned per unit.
in ~his report there's pasically one per page. 1
t tell you how many are there but 1t's a good
ber oF units. So then the earnings that we have we
yte prorata to each unit.
£ ®ING: I notice TVA has dropped some. what do you

rhat not guaranteed by the Federal Government?

i

~nat's a Government agency. SO 1t's an indirect
jarantee r rhink the terminology they use 15 an
plied guarantee. 3ut 1T 15 not a guaraniee iike the
Tt ury US Treasury is a direct guarantee of the
Govarnment An agency whether it be -- TVA 15 the

£ - a~us as Federal Home Loan Banks or Federal

-ion Mortgage Association. Again, the valuation on




+hat one being less than the cost 1s more a function of

see if we have any of the -- well,
Treasury note that's due -- actually we
uld nave already collected the first one there
:howing 83196. That's now collected and in the money
put we received §100,000. The market
been sold based on the rate was down toO
But again that's why we want to be awful
3z how much we invest 1n bonds because we don't
want to have something come up where there's a settle-
r ard all this money's goling out and we have to
uidate. That's always a possibility but as long as
large percentage in cash -- and overall, as
we'Te just about -- overall in the account
li1=tle over $700 ahead of par. So there's no
r:sk really on any of these bonds. 1It's more of
he function of 1nterest rates EROViNg
to move in values. But
we would hold those to maturity. WwWe
trom everything -- the information we have
7 talking to staff and different industry
that 1t's going to be here a while. And
1995 1is not probably 1in a
of a risk. I guess our only

ime 1S anyone who wants to give




! us 1nput as far as -- well, that could probably be 1in

2 the year 2001, 2001. 1In other wordes, if I bought

3 another $100,000 bond and 1£ I go ahead and add to the
4.1 latter and put it into $200,000 -- of course, at this
2 point that's only four years away and a lot can happen
6 | in three or four years, I guess.

7

MR. HARRTS: Let me just ask a question that relates to

5 that. Actually out of curiosity I was wondering. You
9 mentioned earlier about net going beyeond 2000. Is

10 there a reason for that other than that's four or five
"! years away and you're just not sure? Is that --

no magic number there. It's mOre oOr

4 MR. HARRIS I Just wondered 1f there was something special

ut 2000 that we dAidn't know about.

)
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a matter of fact, when we bought the 198§

Lai]

1t may have b=en earlier this
Year I think we've tried not to go beyond a three or

four Year maturity and as money would roll off of that

) |
<0 | ~e would go ahead

i

and add 1t. So really now or even in

-

future we probably would buy a bond due in

< -- early 2000. At this point really I guess

P
i i = e s E— y = 1

W nAa = only a little over three years. You might be

ILKing about a tihree and a half year maturity.

HARE] urrently, though, we invest a percentage and
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therae's another percentage that we're holding or are we

investing 100 percent?
HING: You mean --
HARRIS: In terms of the money that you all are collect-
ing, isn't there a percentage of it that's
KING: Everything to the dollars 1s swept == 1l other
~ds. =his money market fund is an overnight daily
. n=t:tutional money market fund invested 1n Lreasurles
and Government. They're paying about 5.1 percent. SO
.='s all earning. It's Just a questiion of committing

+har fund -- in other words, if we needed a millicn

icllars tomorrow 1t's no problen. we'd write the

JABRIS: Now, are you asking about taking more money out

5 that fund and putting 1t 1nto bonds? Is that what

RING: Right. In other words, that would be -- the
-efarraed strategy. I think, would be toO take maybe a

rhat and Keep -- buy another 100 or 200

]

casury notes. Right now on a three year we could
et mething in the neighborhood of 6§.2/6.3, in that

rd rates == it's probably a good time to buy

[

Tha rates have dropped off just in the last Lew

ays =r a little bit -- but if on September 24th the

if they raise the Fed funds rate that

—p
rt
M
bad




. ‘l will almost immediately affect the money market func as
Eﬁ far as what it's yileld 1s. The money market fund is a
3' _on-fluctuating dollar price but the rate can fluctuate
< every day and it does Just DYy a few hundredths of a
5‘ percentage point Or something. The bonds, though, a 25
B or 50 basis polnt or halrfl a percent on rates -- oI
7 vernight rates or very short tera rates will affect
Er -hese ponds in price. 1n effect, 1f a rate 1increase 15
9 nade 1t wi.l affect the one year ard two as far as the
10 rare that they're going to offer from that time on more
11 rhan say a ten Yyear sut here again by having money
‘?? like this coming due every year -- out three or four
13 ysars these rate SWings won't affect us too much that,

© " ”

L
154 MP. HARRIS suppcse we decide to put more money 1in, take it
’5[ out £ =he market fund anc put 1T 10 bonds. Lat's say
"ﬁ rake one-third of what's there what 15 iLhe wWorse

H
‘HH That all of a sudden the court cases will
'9% c-r'a and we'll have to pay out lots of money? How
< a eh+- affect =-- I know that with CDs and bonds I

very last one, the

re on this report due 5/15/99. The very last

for early withdraw-

effect the market value.

treasury




treasury note, that's the longest 1nvestment we heold.
Tt's 6.375 due 5/15/99. It's $100,000. Actually on

[T'5 5/15
that one we paid -- the first column is the cost. We
paid 99,656 because we bought that in the secondary
narketr and the value as of the end of August 1f we sold
1t right then would have been around $100,218. Now,
here 1s the danger. Let's say that we decided we could
invest most all this money -- went into bonds. We

suld take =-- let's just call it a million. Take a
million dollar that's currently earning 5.1 and we

could average on that 6.1 and we could increase a

m1llion dollars, get an extra one percent. That's not
pad. We're talking about a millicn dollars. The
problem 1s w= have thils money invested. To sell the
nd vou sell it at the market. If rates -- if we did
nis now and later this year or early next year rates
72T up the value of our bond portfolio will go down.
Mow, that's not a problem 1f we're going to hold those
t laturity £ this goes on ten years and does roll
will mean nothing in the long run. But, again,
f we have a settlement and we have to pay this whole
thing out and w2 have a million or more in bonds and
the market 1s down then we've got to sell those and
take a loss S0 there 1s a trade off there and that's

'AllYy =-=- again, 1n managing the money our preference




would be to invest and get the higher yield.

ME. CHRIRMAN: One thing we may want to consider as a Board,

and I'11 just tess it out, is that we hold the money
market fund at a million dollar and we take the excess
of that and move it into the other =- anything over a
million. That should be a -- I mean, who knows. I

certainly don't have any magic answer. But at least

until we build more experience that may be a more

reasonable approach and that will give you another

35CC,000 dollars to invest in long return higher

.nterest bearing accounts.

you have a figure that would give you
scenaric went to the point that you had

court ascided this, what figure 21s

principal?
theoretically 1f everybody came in
t their money.
1£'s been making money 1s that added

-

Allccated to the drilling unit's proportion-

accrues for them. In other words, in

paying our fees. And the net income is




. ! allocated to those accounts so that while -- in the

S interim before this 1s decided their money's at least

3 earning something and 1t's earning much better net than
4 say a savings account or bank money market rates.

g wR . BRENT: T think the question is is there someone that

= can keep a real good handle on the potential for these
7 nayouts. I don't know who that person 1S.

8 ME. RING T think 1t is Tom and the staff. And we talk

regularly and I think 1f there were something

~-om1ng up -- and I think also the companlies paying 1lm

-hat with their i1nterest holders, if they know

1Eh something's going on a lot of times they will let us

13J cnow. Really I think the small amounts that we've paid

been unlocateable people found.
r two Scenarios. You've got coalbed

16 || methane gas where the courts have not yet determined

ive tne money as between the

or the gas and oll owner and we even have

£
L]
e

irface ownaers who have made claims. when that

<0 i nderlvyine issue is resolved as to who is entitled to
cally then depending on

they would come in and

y. And that would be across the

. poard tc all coalbed methane units So you could

y court decislion that said the gas




o1l he ¢ owner, the surface owner,
whoever, 15 entitle to receive the royalty on this and
nce that case was final, nc longer subject to appeal,
that class of people would come in and apply to get

their money out of escrow. That would be the greatest

demand on rthe fund. The other classification of people

whose moneys 15 in this fund even in the conventional

=le » are unknown or unlocateable heirs
ind them they would pay it tec them
*hey can't locate them and so in the interim
escrow the money. Now, the distributions that
that classification of
they appear, they say, "Here I am
money” and we go through this application
before the Board and we approve
1te. Those have been very minuet
mean, probably under a hundred
whatever. Very fractured interests within
-he one that would create the big demand
uld probably 1mpact on this would be a court
~hat decided the underlying 1ssue ot who's
royalty on the coalbed methane gas.
are cases pending in the Circuit Court in
that have been on hold five years and

cided. There's nothing actively




1
! going on. Now, there's a third scenario which 1is I
2 i *hink something that perhaps Mark has been working on
E .nd T think that he's referring tc Mark's situation
& where they got wind that there may be a distribution.
B And that's where all the parties regardless of what the
6 courts say get together and reach a settlement and as
d! to that dralling unit then there's a distribution
81 pursuant to the settlement as opposed to pursuant To a
9| court order. Now, that would not be across the board
10 as to all drilling units but it would be unique to
n these in which those parties had an interest.
12 MR. CLYDE KING: 1Is there any figure as to how much that
13n would be?
"ﬂ MR. SWARTZ: A lot
‘5? 45 . RIGGS well, the settlement that I think they are
16 | talking as a half a million. 1Is --
‘7L = SWARTZ * think it would ba reasonable to assume 1t
*EF would be over a half a million dollars. But this deals
'EE we not and cold. It could happen tomorrow and it
fﬂH ul 10t happen for a couple of years.
E‘H : R IGGES So the answer to the question is there's nobody
33” it can control those variables and give you the
?3? answer that you're really looking for.
Eiﬁ ' IN 5ut it sounds like a million dollars liquid. AS
fiﬁ tar as that scenario, the third one you outlined, would
I
1
!i'
|
{ 16
|




be pretty safe. In as far as a case getting a lot of

ar*ention -- I mean a court case -- and some decision,

n't 1t likely that would be appealed?

- '

L1 S Yes.

—
"

CHAIRMAN: It would be several years. If it moved today

1t would probably be two to three years if 1t were
moving through the systemn.
think that's where we picked this three to
window. It's even assuming that the courts
one of these casses and it went through the
=2llant process you're probably talking =-- well,
1s that you might have a small market
1f you had to cash them in. But it probably
t exceed tihe 1nterest. hen you compare the

p the cost you just have to look at that

and on treasurles, again staying say no
yvears, the chance of anything really
a loss 1s pretty minimal. And
say somethinc happened and I would
makKe this assupption. Worse case,
judicial decision we would probably
year and using that time period we
sell -- 1nstead of having someone call and

ler that this money has to go out at the




the month, that would be a disaster. But 1

nat's very, very unlikely. So if we know we

to work on we shculd be okay.

his, every so0o often we -- not

but as 1T grows we would add. But

now that would -- well, we'd be getting close to

say 40 percent 1in permanent bonds

now, something like that.

Is it your legal opinion to the Board that

the million dollars cap and then reinvested

in bonds that we would be not --

lecal opinion. That's an invest-

our legal advisor.

the thing and I understand the Board

pard was going to make the 1invest-
declsions they probably wouldn't need us.
hey just looking for some guidance.

for the Board to make that

think your recommendation 1s as

hat we hold on2 million dollars in money

=+ funds and then invest any excess of that 1in

Y 1nscruments.

them a little more flexibilirty.

=i




uR  HARRIS: I do have one question about that, thougn. The

money 15 ~anTtinuously comeing 10, payments Ifrom the

- N ol e

~ompanies. nre w2 saylng -- at present that money

tomazically goes to LIe money market fund, 15 that

uR . KING: Right. 1t sweeps the day 1t comes 1n, Yes.

ME. HARRIS: So 1C drops in there and then when Yyou get

permissiOon ITom us, suggestions O~ whatever, however

.+ = done, then that's when vou'Ie buying the Lreasury

raec? Are you dolng this automatically at this polint

or ar2 you walting for us to say Yes =~
4 EING: No, not necessarlly waiting. When I come TO
sit you all I like tO have any 1input and maybe
1 scuss this. ASs an exapple, rght now zbsent this
~avpe 1 would feel comfortable because we Just had the
-aTurity, buying another one or two. So certainly
vha adding another Two TO chree bonds of $100,000
h richt now I don't have a problem with. And from
r snformation 1'm hearing =< rhat's the critical
] Wwe're willing to be hela accountable for
,ecring the money but based on the based information
r we can get. And that's really the critical thing.
r'm comfortable with that.
HAPR.S: Is that a mOTiONn QAOWN there or what?

HAIRMAN 1 don't think we need TO do that really. 1

19




10

1

12

mean., 1t's basically just saying tc them that based
Just on an open discussion that we've had that they

ucht te stay conservative, stay on the track we've had

el

and not drop the money in the market below a million
“ollars and that still leaves them thelr i1nvestment

sClaeLl

¥
L]

Ll
=

KING right. And I think that also -- when this gets
over two million dellars then that million might need
to change. In other words, I don't think we would go

over 50 percent in permanent investments. So that

CLYDE KING: Do you give this to the Board? For us few

fallows have only been here a while -- some of us. IS

KING Thnat statement actually is with the =-- like I
+. this monthly report we give shows the transactions

at list and that goes to the staff every month.

Now, we could do anything else that you'd like as far

"LYDE KING T'd like to see 1t a little more than just
svery si1x months or somethling.
L GG Fe reports. He comes here and physically
re] ts quarterly. That's the inkling that it's set up
KING rctually I think it's been a while. I think it's




been s1X months.
MR. FULMER: They had agreed that there would be two reports
done from the escrow agent -- the previous Board --

involving a nid-year type reporting and then a final

ol

vear reporting based upon the fact that the 1ncomes

n differently during the year. So it's kind of

post 1995 -- next time that the escrow agent
comes back will be at the end of the year and then
he'll do one i1n September which reflects the first
parc.

CLYDE KING: EBut you get one monthly?

FULMER: We get a report from them monthly in regards

He can copy the EBEoard with thet if you want.

“ould you copy us with that?

We're talking about a pretty good sizeable

T report do you want? We get two reports.
‘opying this would be much too ==
You wouldn't want the individual.
Want the summary.
The summary like this.

the one page asset l1list holding. I don't

Lransactions would be all that meaning-




! ' This report which is by via account is done semi-

2 annually. Like I said, the other asset listing 18

3 mcnthly and that's on one page.

4 MR. HARRIS: I seem to remember that in the past we had

2 received some kind of summary that did indicate -- 1

know 1f 1t had well numbers or companiés O

n
e
=
1

?} something. I keep thinking we did and 1t wasn'tT that

51 chick. I don't know if it was 1n a different format.

9 MR. FULMER Wwall, i1t was kind of the same report but back

10 rhien we didn't have that many wells.

" M2 . HARRIS: Okay. Maybe that's what 1t was.

12 MR. KING: * think only prebably a year or tWo ago thls was

|

i
13H a third this size.
Tdﬁ R. HARRIS: Maybe that's what it was. I remember seelng a
TEH es of documents Okay
fah - “LYDE KING: and they'rs golng to get bigger.
'TH 4 B HETRMAY oh, yeah. Tom can do that. Any other

I
fﬂﬁ Tuestions of Mr. King? Thank you for your time. We
‘9; pprecliate 1t very much
:i'.‘lk ¥ ¥ITMG: rr= there any members that are not here that may
::ﬁ HAIRMAN: Yes, sir. We can submit the copies to thea.
Ejﬁ ] Just leave these with you.
Eaﬁ
Fos




The next item on today's agenda 1is the
nia Gas and 0il Board will consider a petition
from Equitable Resources Energy Company for an order to
pool a conventional gas well identified as V-3400.
docket number VGOB-96/09/17-0554. We'd ask the

that wish toc address the Board in this matter

rorward at this time.

Crhairman and members of the Board, Jim

of Equitable Resources Energy Company.

forced pooling of a conventional well in the

Mountain area. We do have a revised Exhibit sBE
wlll submit to you in conjunction with Mr.

cestimony. I think at this point we have 57.43

leaving Just one tract

the unit unleased and
pearance before you tcoday.
ln thls matter will be Mr. Dennis Baker
matters and Mr. Bobk Dahlin cn operations. I1I'd

e sworn at this time.

‘ecord will show there are no others that

Board in this case. You may
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10

11

12

13

14 |

15
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DENNIS BAKER

witness who, after having been duly sworn, was examined

¥ .
&

agti1fi1ed as follows:

DIRECT EXAMINATION

15 §

(X

T
’

Mr. Baker, could you state your full name for the
record, who you're employed by and in what capacity?
My na=e 1s Dennis Baker. I'm employed by Equitable

resources Energy Company, Eastern Heglon, as a senlor

o your responsibilities include the land involved here

- I 7 1.:1-\_
; ! fam:iliar with Equitable's application for the
raplisnement of a drilling unit and pooling order for

FREC well V-3400 that was dated August 16th, 15967

Does Equitable own the drilling rights in the unit

o of o L L&
I ] Qi
Jges the proposed unit depicted at Exhibit &#A include
all th icreage within 2,500 feet and 1,250 radius of




|
' A That's correct.
- * What is the interest of Equitable in the unit?
3 A. At the time of the application we had 72.76 percent.
. At the time of hearing we have a revised exhibit which
5 indicates a 97.43 percent interest leased.
- Q. Could you 1ndicate the percentage of unleased interests
7 within the unit?
S A At the time of application the unleased interest was
El 27.254 percent. At the time of the hearing as reflected
10 on the revised exhibit it's 2.57 percent.
1" 3 Are all the unleased parties set out at the amended
12 Exhibit =B?
13 A Yes, they are
‘=ﬂ " Prior to filing this application did you continue to
‘5! make efforts to attempt to work out an agreement
‘ﬁh regarcding the development of the unit involved here
.
‘-ﬁ wlTth any unlieased interest?
TE: ' Yes, we did.
N
”E Ips=quent to the f£iling of the application have you
Eﬁj "OnTilnued to attempt to reach an agreement with the
?‘“ espondents listed at Exhibit #B?
331 As a result of these efforts as we h
f ffort @ have pointed out
?‘J could you list for the Board the additional lease that
EEj weé have acquired since the time of the filing of the
I
25
1




applicatinn®
Yes. shown on the revised exhibit under Tract 3 we

have acquired an oil and gas lease from Mabel Rasnick,
a widcw, covering the 24.67 percent of the unit.

ro determine 1f the individual

or deceased or their where-

were efforts made to determine

and addresses anad whereabouts of the success-
-eased individual respondent?

: o
eadsS0L0n

A

ple and diligence =2fforts made and sources

e

to identify and locate unknown heirs ToO include

uch as deed records, procbate records,

rreasurers records and secondary

irectories, city director-

1onal opinion was due

e eacnh of the respondents

out 1n revised Exhibit &#B to the
was nanded out to the Board the last

for the respondents?
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Are you requesting this Board to force pool all

unleased i1nterests listed at revised Exhibit 8B7

Doas Egquitable seek to force pool the drilling rights
f each individual respondent if living, and 1if
deceased the unknown successor Or successors to any

leceased 1andividual respondent?

& Equitable seeking to force pool the drilling rights
of the person designated as trustee if acting in that
capaclty, and if not acting in such capacity is

Equitable seeking tc force pool the drilling rights of

Are you familiar with the fair market value of drilling

rights in the unit here and in the surrounding area?

a ¥y idvlise the Board as to what those are?

Flve Qollar per acre conslideration, a five year term

;aln this familiarity by acquiring oil and gas
s and other agreepents involving the transfer of

unit involved here and in the

B o
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n do the terms you have testified to

i L 11-::-;..,-'}“.

T s N, T8 = -
represent the falr market value of and the fair and
reasonable compensation to be paid for drilling rights
within this unit?

Yes.

Based on tais and to the respondents who have not
voluntarily agreed to lease do you recommend that the

respondents listed at revised Exhibit 2B who remain

P 1nterests within the unit; 1)
Participation 2) A cash bonus of five dollars per net
nineral acre plus a one-eighth of eight-eighths royalty
l1€u Oof a cash bonus and one-eighth of eight-
lghths reoyalty shnare i1in the operation of the well on a
“arried Dasls a4s a carried operator under the following
onditicns: Such carried operator shall be entitled to
the shars { production from the tracts pooled accruing
0 QlE in%terest exclusive of any royalty or overriding
.TY reserved 1n any leases, assignments thereof or
jreements relating thereto of such tracts but only

che proceeds allocable to his share egqual A) 300

=Nt of the share of such costs allocable to the
interest ol the carried operator of a leased tract or
, » ereot or B) 200 percent of the share of such

dilocabcle to the interest of the carried operator
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an unleased tract or portion thereotf?

Yes. Those optlions are correcet.

You recommend the order provide that the elections

d respondsnt be 1n writing and sent to the applicant

EJuitable Resource nergy Company, Eastern Region,
Alngsport, Tennessee, 37662, attention

Baker, Regulatory?

the address for all communications with

ipplicant concerning the force pooling order?

d the force pooling order

written election 1s properly made by

‘2spondent then such respondent should be deemed to

2lected to cash royalty option in lieu of partici-

in.eased respondents be given 30 days from

the order to file written elections?

sed respondent elects to participate should

‘spondent be given 45 days to pay the applicant

concent's proportionate share of well costs?

-:1& app.icant expect the party electing to




advance that party's share of

the force pool order provide that if a

to participate but fails to pay

resnondent's proportionate share of well costs satis-

factory to the applicant for the payment of well COStTS

should be

applicant be allowed 60 days following the
dare of the order and thereafter annually omn

until production 1§ achieved tTo pay oOr tender

bonus becoming due under the force pooling

ce pooling order provide that
participate but defaults

f well costs any cash sum
to such respondent be paid within 60
1ast date on which such respondent could

satisfactory arrangements for the

=
s
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recommend the force peoling order provide that

rY

5 accept any payment due,

1f a respond=ant refuses

under said order or any

&

ncluding any payment du

o & = -

ity or cash bonus or said payment cannot

i)

pay=ment of roy
be paid tc a party for any reason where there 1is a
tirle defect in the respondent's interest that the
operator create an escrow account for the responaant's

hat money can be paid to the party or

-
b
=2
™
[ 3
]
II
-
-
(.
[
'.-
T

rictle defect 1s cured to the operator's

b=
r1
]
[
=
—
T
L]

satisrtactionry

==
whe =hould be named the operator under the force
pcoling corder?

Equitable Resources Energy Company, Eastern Region.

KAISER T have no further guestions of this witness at
ipe, Mr. Chairman

HATRMAN Juestions, Dembers of the Board?

RIGGS When you say Eastern Region 1s that a difference

TwWes what we've done in the past where it's Equit-
JeI ~spurces Enerqgy Corporation?y

AISER: No. It's just an i1dentification of the eastern
rearsus the Gulf coast. I think there's a
But . terms of the operating entity 1it's the

31
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same”
MER. KAISER: It'sE thne same.

MR. CHAIRMAN: Otner questlions

(Witness stands aside.)

MR. CHAIRMAN: Call you nexXt witness.

ROBERT A. DAHLIN, II

a witness wno, after having been duly sworn, was examined

estified as follows:

2
-1
o
i
it
%
'
a3
-]
-
o
o

Mr. Dahlin, would you state your name for the record,
who you're employ=2d by and in what capacity?

My nape is Rebert A. Dahlin, II. I'm employed by EREC

awWwe yvou previously testified on many occasions before

the Yirginia Gas and 011 Board and have your qualifi-

“AT.0NS AF an 2Xpert witness previously been accepted

rlirties include the land involved here




' ) Under your jcb duties are you familiar with the
2 proposed exploration and development of the unit

3 ‘nvolved here under EREC's proposed plan of develop-

6l ¢ What 15 the total depth of the proposed well under
7 applicant's plan of development?

T

3 Will this be sufficient to penetrate and test the

10 common sources of supply in the subject formations?

[s the applicant requesting the force pooling of
13 iventional gas reserves not only to include the

14 lesSlgnatec formaticns butr any other formations exclud-

15 | .Ng cca. formations wnich may be between those forma-

Lions agesignated from the surface to the total depth

19 | w111 the 1nitial well be at a legal location?

<0 || legal location, yes
F’j iha r= the estimated reserves of the unit?
I
...j_ |8 - - w
EIT " L pate ¢ mlillon cubic feet.
o 2 | " X . W
‘Ji € you familiar with the well costs for the proposed
=N | :: X %
< 3 it well under the applicant's plan of

1| 33




AFE been reviewed, signed and submitted to the

CRlE

L

A pPrepared by an engineering department
Knowledgeable in the preparation of AFEs and knowledge
COSTs 1n this particular area?

thls AFE represent a reasonable
costs for the proposed unit well
licant's plan of development?

the dry hole costs and

;200 with the completed

multiple completion of

include a reasonable charge for super-

your professional opinion will the

lils application be in the best interest of

the prevention of waste and protection of
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MR. KAIS

ilothing further of this witness at this time,

Any guestions, members of the Board, on the

costs?

M (ING I have one. The 600 million cubic feet, 15 that
a ncrmal, abnormal -- what is your opinion?

THE WITNESS wWwell, let me preface it by saying that we have
rhre2 wells drilled i1n the area and none of which are
on line currently. But from the open flow testing and
what we encountered during drilling we think this is
joing to a better than average well for the area.

4t HATEMAN Jther questa

(Witness stands aslde.)

. HATRM? Do you have anything further?

4 AISE NHothing further at tnis time, Mr. Chairman.

MF INBH] M nairman, I move that we approve the

v | amended
1 »cond

\_motion to approve and a second. Any

ilscussion? All in favor signify by saying

ALL AFFIRM.) Opposed say no. (NONE.) It's a

approval Let's take five minutes.

33
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MR. CHAIRMAN: The next item on today's agenda is the Board
will consider a petition from Equitable Resources
Energy Company, Eastern Region, to modify a prior orgéer
{ssued under docket number VGOB-93/03/16-0348 for the
Dakwood Coalbed Gas Field located in Buchanan County,
virginia. This 1s docket number VGOB-93/03/16-0348-01l.
we'd ask the parties that wish to address the Board in

rhis matter to come forward at this time.

MR. WILHOIT

embers of the Board, my name 1s Tony Wilhoit.

4

I'm here on behalf of Equitable Resources Energy

Company, Eastern Region. I have a witness today, Mr.

= =~ Ti=ahl) " - =
' A tialll ll-l o

om Egquitable and Mr. Kaiser seated next to
me here.

4T "HAIRMAN: Are tnere any others that with to address the
Board in this matter at this time? I'd ask Tom Fulmer

before ycu g=t into the testimony to give the Board a

Frief overview of the Nora and Oakwood field rules that

1e Board has previocusly adopted.

WE ., FULMER s Benny sa:d, he asked me to do a brief
verview or try to bring you up to date, especially the
ewilr Board members, of where the Board has been and

what's confronted with the Beard today. This begins
yack 1n 1989 and comes up until today, 1996. S0 we've

37
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gqot a span of a courle of years where rules have been
made and field orders have been heard by the Board and
data and so forth with regards to the development of
field orders. This is a small summary sheet I did do
for you in regards to the Board orders that have beéen
1ssued by the Board in regards to the Nora Field and
the Oakwood Field. There 15 one error. The first
Board order should read OGCB-989 instead of 189. That
was the original Nora Board order that was done in
nearing on January 26th, 1989 and the date it was
entered was March 20th, 1989. Basically this map shows
the Nora Field that the Board order covered. Basically
Lt covers the counties of wWise, Dickenson, Buchanan,

1t covered any of Tazewell

o]

Russell. I don't believ
County. And basically 1t set up 60 acre units for the
d methane. These were 60 acre
mits plus or minus a fifteen percent tolerance. They
~overed seams from the Raven down through the Pocahon-
is and other assocliated formations 1n between. It
required that the well could not be located less than
J00 Zeet from the outside unit boundary. No wells
would b2 located less than 600 feet from another well
the field and no more than one well per unit. This
tirst Board order the Board entered in regards

to the development of coalbed methane. The second

38
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order that the Board 1ssued covered an area in Buchanan
County and this was petitioned by 0XY, USA at that
time. That was done and the Board order number there
is OGCRB-390. You'll see some of these references in
regards to the number and why I do point them out 1n
regards to some of the orders that you will receive. I
gave Benny a package of the orders that we'll be
coday. It's the Board order that was
needs to be referenced in those orders as
being amended and modified, so forth. This was called
Coalbed Methane Field and it was done April
1990 and enterad on May 18th, 19%0. Essentially
d 80 acre drilling units and the seams
including the Upper Sea Board all
Pocahontas series and various
.galin, it required that no wells were
Lo than 600 feet from any other well
Board ruled that the Oakwood Field
from the Nora Field and
Nora Field order to include

ii1ch would be in the Oakwood Field.

1T"'5 unique nature which appears in the

Ecard did allow the venting of the wells for
safety. HNow, that area that we're

this area here that was excluded from




the original Nora Field order. A closer view of it 1is

here at a much larger scale or smaller scale, however

you want to look at it. This was the meshing of the

Nora Field and the Oakwood Field. And this was the
area that was exempted out of the Nora Field and put
into the Oakwood Flield. The next orders involved the
Oakwood II. HNow, before I get there I do want to
explain 11ng. This map right here shows the area
pasically in this area and represents basically the
mining areas of Consolidation Coal and at that time
Ox1dential which owned Island Creek Ccal Company.
hese are various areas of what they called the

Virginia Pocahontas series. I do not recognize this

I believe this 15 the BHeatrice area that we're

about or the Board has heard things about.

This area 1n here 1s the Buchanan Mine by Consclidation

and tThe reascn I Dring this out 1s there are several

=

s that were issued by the Board during this time
.od after the Oakwood that involved the establish-
of longwall panel units and some sealed gob units
were separate and distinct from the Oakwood order
The Dakwood order itself did not address itself
veé mining areas. It only involved itself ain

Ot being actively mined. So there was a large

development was desired by Consolidation at




the time and they came before the Board and requested

rhat units be established in regards to some sealed gob
areas and i1n regards to the development of their
longwall mining units that they were developing in the
Buchanan 1 mine. And that's in this area here. Those
covered several areas and they were -- I've got it
listed on another sheet. But they covered basically
the loncwall panels of what they called NELW-1 through
10 and SLW-1 tnrough 12. They had sealed gob units of
the Bun-1 and the BUNE-1 areas. In the chain of events
there was a Board order issued for what they called the
Oakwood II. The Oakwood II basically covered those
11 actave mining. So 1t kind of
came back full force. OXY came 1n
ablish a means by which they could
rhelr active mining gas -- produce from the
active mining and allocate it back to the longwall
ongwall panels using the same grid
developed i1n the Oakwood I as far as
s. And that developed into the
wiich covered that. You'll see those
lot of these orders, Oakwood I,
That was what happened in the
Now, that was done in 1991 -- December

=nd entered May 26th, 1992. The next phase




was a petition that was submitted by Pocahontas Gas
FPartnership, I belleve, at that time 1n regards to
thelir extension of the Oakwood Field and that order was
16=-0336, to establish the Hurricane Branch
Thaat area -- I think I copied 1n regards to
I handed out 1s the last two maps. I believe
there's a couple of maps at the end there with that

submitted. This was the petition that

Field to the east in the area designated as the
Hurricane Eranch Extension. The first petition was
that they wanted to include 4 more units to

the east 1n regards tTo the Oakwood Field and that the

that applied would be only the Oakwood I Field

nct include active mining pericd.

came before the Board in regards to the
and there they wanted to -- that was
33, It was unclear to my knowledge in
order exactly what particularly that
aCtually did. I believe they included one
iother crder in the same hearing. That's the
I think I'm looking at it that way. But
3T did was again, establish the
the Hurricane Branch.

L

et me ask you, this extension was from
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! the existing Oakwood tc the west?
2 MR. FULMER: This went into the east.
3 MR. DAHLIN: That went to the east?
4 MR. FULMER: This was the Hurricane Branch to the east in
3 Oakwood
& MR. DAHLIN: All righnt.
/ MS. RIGGS: Tom, I don't recall exactly without reviewing
i 1 8 these 1n depth but I think what that order did was do
9 away with those longwall panels and put them back under
10 the Oakwood scheme of things. You mentioned the
1 i Nertaeast Longwall and the Southwest Longwall and the *
12 BUN-1 and BUNE-2.
‘Jﬁ MR. FULMER: Yeah.
T4h MS. RIGGS: I think we had an order at some point that
15 =voked those orders and put all those areas back under
.
152 the Oarwood scheme where 1t would be allocated based on
|
I le longwa.l panel.
’EL FULMEFR Right 1Those two that I mentioned, again, then
'51 iiminatecd 1n the next one on the second page which
35@ was VGOB=-93/03/16-0438 which essentially modified the
3'5 Hirlllcane Branch Extension and included the ruleg of
335 = Uakwcod I and the Oakwood II field rules in that
33% I2a LO4AdT was extended. “nNe next step occurred --
24 :E . Can I ask a question?
2 | UILMER vk

{ a3




KING: You sald -- maybe I'm not following correctly.
You said Oakwood II. MNow, that's an active mine?
FULMER: TNAL's actliv
Then you said something about Oakwood I.
Dakwood I was the original petition that came
before the Board to establish these units for the
extension and they -- it culminated in this order which

»=0348 1n regards to adding the Oakwood

I basically applies to in advance of
a1ning. Oakwood II is during active mining. Neither of
Dakwood orders apply to sealed gob production. So
when thev get to the sealecd gob in Beatrice they come
the 80 acre grid you're talking
the sealed mine. And that's

3

-der. So Oakwood I is in

yd II is during active gob

mining. Nelither of the 0Oakwood

sealed gob scenario which i1s post-

now therea?

a sealed gob that we considered

an example of that.

xtenslion that they were requesting at the
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timeé to add to the Oakwood Field in general was an area
ln whlch they planned to develop a mine. They drilled
a serles of wells ahead of preparation of the mine and
they had come 1n and they showed some projections
lnvoived 1n what that anticipated mine may do. So as
Lhing came about they decided to come back in and do
the Oakwood II rules on that same area because they had
set up the panels for the allccation. And that was
Just only 1n that one extension. MNow, the one thing

that the 0348 does also at the time was not only did

this area exist in the previous Board orders in regards

the Hurricane Branch Extension but it also expanded
the rield. And that expansicon occurred -- Y don't know

1 I can show you on this map. But anyhow, this line

«e'e Daslica.lyY shows the top of the Oakwood Field.

LL's not out of Virginia. The order that was entered

at Caat t.me, thilis 0348, extended the boundaries —-- you

=4Y want to come up here and look at this if you need
to. [t extended the boundaries from the original line
ich nere and that extension was somewhere in here.

LT extended 1t all the way up to the State line and set
Ltile 20 acre units. Again, coming down through here to

clils point 1t was -n the Oakwood Field All this in

"'Ij

«5 Lhder the hora Field order and this here is the

il comes down to this point right here.

&5




This 15 still Nora here. his 1s Oakwood here. You
have five units that was extended to the western part
of the Oakwoed Field, came down all the way to the
original bottom section. 5o this section right here
was alsoc added into the Oakwood Field and this area
added up to the State line. And that's
The next series was the 0349 which I

mention here only in the aspect that there was some

language, I think, that was introduced into the order

in regards w Dakwood I wells that were
the extension area would be
he longwall panel,
not come 1 E ' such time
located in the longwall panel.
s about the generation of what you
1aric I guess the Board members
issue. I've kind of

because there was a lot of

Do you have any ques-

you something? I'm sorry to belabor
what are the basic ccalbed methane
'‘re dealing with? Oakwood and Oakwood II,

l1CaANne and Nora =--




! MS. RIGGS: With regards to this application?

< MR. KING: Or totally.

3 M5. RIGGS: Thils application deals with an overlapped area

< between Nora and Oakwood grid under -- in which

5 physical locaticn 15 ==

6 MR. FULMER: Agaln going back to this map, this is the

7 original. This i1s the original mesh between the two

s z fields at the time that they were generated. Wwhat this
El A3p Ehows over here 1s the extension of the original B
10 Oakwood Fileld as extended this way with this last
“F orader. And the area that 1s of concern to the Board is
12 this area right here that was overlapped during the
13 1 ast Bcard order, the 0348 Board order. Does that help

14' you, Mr. KingT
*5?[ 1E. XING: 8S, SAr
I!
151 MR. CHRIFMAN: All right. You may proceed.
r?” iR. WILHOIT: Members of the Board, I'm glad Mr. Fulmer
(!
fEH Stream lined that because I was going to stream line it
f
15ﬁ len BOTe. We're really i1nterested irn this EPPII‘
{
od ' ri1on Th1s application ﬂFFllEF to the 1988 rule
E': -fat Set up the Nora Field with the 60 acre spacing and
E?? Lhe Yery last order he talked about where they extended
Eii - @fd createad that overlap down there in the corner of
?4J that map. What I've passed out to you is a small
I
< fl ¢procuction of this map which this area -- the solid

Q7
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black line
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area to that

i

1aST €O represented by the green sguares

unning down beside the letters of the

the original Cakwood Field -- Nora Field.
1 line shows the extension that Mr. Fulmer
about 1in the order of 1933 that added thais
southwast portion. The blue sguares

B0 acre spacing that are set up under the

tiie Nora rules. AS you can see on that

rlap that occurred in 1993 affected Equict-

rest down here in this southwest portion of

A You can see where the 60 acre spacing
dcre spacing. So what we're asking the
in this application is to modify that 1993

iIde from that order this area down here in

uitabl= to continue to produce that field

the original Nora Field

N |

Dean there. We were there when this

Nis overlap I'm sure wasn't intentional to

space. As you can see, the development in
off i1n this part right here.
the Board to do is medify that

'XCiude the interest of Equitable in that

“ontinue to develop it on 60 acre

b |

riginally set up.




the area that we want to develop under the
Field rules, under the 60 acre spacing, you have

in your application the meets and bounds description of

it. It's important to polint out that of the acreage
included 1n this area that we want to modify and drill

in the Nora Equltable owns the lease interest on 82

hat acreage. The other 18 percent I think
erther by Consol or Pittston. They were
notified of this applicaticn and neither one of
objected.
At this time, members of the Board, I'd like

BoD Dahlin as a witness.

e

You've been previously sworn.

Yes E1T.

{

ROBERT A. DAHLIN, II

|
|
?

|
|
|

having been previously sworn, was

testiftied as follows:

DIRECT EXAMINATION

your name, please, fcr the record

HoDert A. Dahiin, II.

i L e, e s o
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And where are you employed?

I'm employed by EREC as a procduction speclalist.

In your capacity as a production specialist have you
testified before this Board as an expert in previous

hearings i1ncluding the one immediately prior to this

Yes, 1 have.

Are you familiar with the history, as Mr. Fulmer has

laid out, and your company's activities 1n this area?

Are you familiar with the application that's been filed

2d to the Board here today?

would be necessary and expeditious to continue to

field under the €0 acre ruling of the Nora

w211, basically we've got four major points.
~he development and the extension of our Nora

we've drilled something in excess of 250 gas

werl ] " coalbed methane. This 15 the extension of
:1d on teo the northeast and under what we felt
' our 60 acre units. I can tell you from a

development aspect it -- you can see

beeén a lot of Board orders and quite frankly we

30




weren't paying attention to the OXY modifications. We

didn't feel it was concerning us and we were laying out
>ur yearly drilling programs under our own spaclng
considerations on the Nora Field. Up until =-- we
back in 1593 as a ccnventional well.
dry hole and we converted it inm 1954. I'l1l
these wells ag I approach this easel here in a
second. ut I jJust want to give you a time frame. We
1 in 1953, converted it in 1994. Ha've
two more wells i1n 1994 and then just
about a month ago. In addition, we have
VC-2400, that is i1n this overlap area that we
have a permit issued from the State of Virginia on
60 acre spacing in which, I might add, we are under
llke all other operators that have been

3 -1
tifying in front of you. 1It's very important to our
rogram and our drilling program 1is acceler-
one we are anticipating drilling very
inal pol - in the ongoing develop-
program we have obligated ourselves to the
out 25 of these units to another contract-
drilling venture partner. That would
mewnere between two and two and a half

Ar's worth of plans that's tied to another

11 Just kind of point these areas out to




Al e S

1 you at this point. Again, the overlapped area wnich
2 1§, I guess, the extension of the Hurricane =--

: J MR. FULMER: That occurred in that order.
o MR. DAHLIN During that time.
] MP. KAISER: The western extension I guess you could call
6 it
7 MR. DAHLIN: This was the point of confusion for us. This

8 1s Kind of where we got off track and didn't really
9! realize what was going on. But, anyhow, this repre-
10 sents the overlap area -- which by the way, we don't
*‘l have any concerns with other than where it does impact
'Eq those aQrilling units we ware counting on. The contour
13 lines up here are a structure map drawn on two differ-
’JE ent coa. seams, the Kennedy and the Tiller, and it
[
75| basically outlines for you what our drilling program
’5; has been trying to chase. Our plans are chasing this
Tfh structural feature as it went from our field to the
‘Eh northeast And the wells that I mentioned to you that
TGH e i1€d are 1n these units here. The most recent
EDH on & .ght here and the permitted well is right here
1
E'ﬂ in the third unit ¢f the extension. I think it's
Efﬁ pretty clear that there was a lot of information going
I
??ﬁ ind 2ven to the polnt where we were going ahead and
Pﬂ” maxing appiications like we didn't even know == in
35? LACL, we did not know that there were two different




L grid systems here. Again, the red outline indicates

2 the acreage that we control which is approximately 82

4 percent of the area that we're asking for relief and

4 the modification of the Oakwocd field. The remainder

S5 | cf the area, again, we don't have any holdings in or it
& doesn T impact our development. We would just ask that
7 this area be accepted and be developed under 60 acre

8 | units

9 4R. WILHOIT That's all we have from this witness.

10 “iK. CHAIRMAN: Any questions, members of the Board, from

1" this witness?

12 (Witness stands aside.)

B KEING [ have a question for you. It looks to me like

! Fi€ D29 red .ine takes 1in some of the 60 acres to make

15? them 80. TIs that what we're doing?

’5# ‘K. WILHOIT: wWell, what the red line did was establish the

i

- || cXLenslion

18 I M ING Sut it overlaps those =-

*9E 2. WILHOI7: AnLG 1t overlaps some 60 acres. Now, the green

fﬂ; dra there just continually show the 60s.

3‘; ez FAIRMAN: The red line has been approved by the Board
|

Ef: “0 b= @0 acre area. They're asking to modify to that

331 irea fiey've shown on these green boxes to ask that

E*i 02 considered to be Nora and not Oakwood, if yon

za} o

will ‘he Board's previously found those are separate

I 53




fF.elds based on the record at the time and

and distinct
now have been asked to modify that to accommodate the

lease interest of Equitable. 1Is that correct?

WILHOIT That's correct.

KAISER: The drilling program and the fact that we have

production adjacent to that and well

it would be proper to develop on a &0

= _ .
1i2el

2asically, I guess, 1f Equitable had been here

and had pointed our lease boundary lines we

cculd have requested at that time to carve it out.

But since we were unaware of it at the timpe it didn't

happen. So

we're coming back now asking that --

really

of go back and say let's run the Oakwood up to our

and then keep the 80 acres on the Oakwood

CTEes the Nora side.

Q1

two different regulations. The Oakwood

Board. Yes.

Ve contacted
They've been

1n carving out
"ur lease lines

affect

naven't

talked about notice.

the other parties?
notified. And what we've
thls modification area is

so that we don't effect =--

anybody else.

What form
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of notice -- you talked about contacting the other

lease holders.

RAISER:

What about notice for the hearing?

We've provided publication notice and we

provided actual notice to Consol.

SWARTZ:
lawyer.
CEAIRMAN:

1 £

L
I
1

-
W

proper

YOUu can stCcp pointing at me. I'm Just a

Ha, ha.

guess I'm questioning whether or not notice

for this type of hearing based on what I've

The drilling unit size. We are set on 60 acres

BQ acres.

mean, 1s that the only thing really?

t's the

pPrimary point.

~an I talk out that also? We had -- I'm

& when we

go 605 and 80s. A lot of it

and the potential for drawing
I'm trying to think of why

extend this? I think that may relate --

15 that we extended that

1t that caused us to that

was not Nora 1in place at that time?

was 1n

place.

was established prior to Oakwood.




FULMER:
RIGGS:

FULMER:
KAISER:

really

If you're looking at me for an answer --
We have transcripts. Do we the transcripts?
Yeah. We do have the transcripts.

We've reviewed that transcript and didn't

f:nd any technical evidence.

CHAIRMAN: It's based on the testimony, that the field

WadaE a4 5

i

have be

testimo
a4 Separ
adl._emna
borders
I Think

COUNnaar

UDAHLIN:

eparate and distinct pool and that the drainage

rough the experience of the number of wells that
en drilled that have shown that that drainage
80 acres Just as 1n the Nora side the
ny there was by reservoir engineers that 1t was
ate and distinct pool and it was 60 acres. The
the Boar is how flexible are these
and [y all B0 acres or is it all 60 acres
here really truly a separate and distinct pool.
it's a than just the
Y. Perhaps.
I can give you a couple of indications of what
size from our prospective and how I
OXY's perceptions. There's a couple
similar to our field and a trend
and this 15 the boundary between
speaking gas contents ilncrease as

anad northeast direction. In other

from us. Our gas contents are




1] lower. That's the distinctive factor in towards why
2 they have their 80 acres, I think. I mean, I'm
3 speaking of my own opinicn here. The thing that ties
4 1t to the field that we're developing is we find that
5 it's very structurally controlled. And that's the
6 reason I told you of the development from 1993, 1993
7 and as of just last month we are continuing to remap,
E re-contour and develop our field on these structures.
9 And that 1s the contour lines up here that I've
10 indicated 1n real big black numbers. I think yvou can
L see the area to the northwest and then a nose runs up
12 and plunges to the northeast. That's the area where
13i we've got VC=-2400 permitted So that's kind of the tie
4 | between the two fields and why some factors are grading
‘5H fros ¢ field into the other. I mean, this is a
*ﬁﬂ ge 1c feature. I'm not saying that OXY isn't
TTH Irect 1n having B0 acres 1n predominance of their

1l
‘Eﬁ tiela. But this 1s where the two join.
19” ME HAIPMAN: Let me ask in a little more simplistic way.
Eﬂf Wil “ouldn't you just develop on the 80 acre?
?‘ﬁ AELI? The biggest thing -- how it impacts us is that
3?1 w315 an ongoing two or three year joint venture
231 program with our other partners. That's the greatest
?‘} .mpact for us, from the business side. Tﬁls 15

|
35: S0m=tning that we've been doing for the past two or

T e e e

——




years and now we're obligated contractually.
dr111 sites that are not going
if we made them all BO acres.
sites. And we feel very comfortable
ne size of our units and how we're effectively
We think it's a very economic issue to drain
faster and we continuously do our reserve
e feel that the gas in place supports the
60 acres and we would prefer to drill 1t at
alarted rate. 1It's a continuously revised thing
t's based our structures, the coal pre-
se= nothing that would make us back away

how we chose to develop this for the past couple

years and have been reenforced by the drilling as

a question of Mr. Dahlin. The gas
these wells that you've drilled recently
and the ones you expect to drill soon,

would that gas content be consistent wlth

-a Field production as opposed to the ODakwood

-=- t0o answer the question
to answer 1t in more detail, as you
“he gas contents will increase making

the more appropriate as you go




further into their field. I've got gas contents about

four units away from our most recent drilled well that

are consistent with Nora. So 1it's actually something
that changes over an area. It's not something that
changes on a line.
WILHOIT: So this 1s truly a transition area?
1t 15 a transition area. If I could make some
I've got a tabulation here of gas contents on
that I'm referencing. It indicates somethling
range of 272 to 466 cubic feet per ton which is
COnsistent wlth our ranges that we were developing 1in
the Nora.
We'll be happy to copy that and attach it as

in exhibit to our application if that's all right with

and historically let me point out
extension 1if you take a look at the
you all essentially did for Virginia Gas
requesting you to do here in that they had
that > drilled under Nora in some
you resolved that by cutting out an area
and M on your map there to preserve the

acing of the two fields. We're not asking

the spacing in Oakwood obviously. What
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we're asking you to do is5 to allow us based on our
analysis of the structure to continue to develop our
acreage .1n this southwest corner, the overlap area, on
60 acre units not only consistent with the well control
and the preoduction that we have now but consistent with
contractual obligations that we have.

MR. CHAIRMAN: GCGo back and ¢ 3idress notice for me, if you
will. I raised that issue. Do you represent that

notice has bsen effectively conducted in accordance

ME. CHAIRMAN: We didn't have any testimony regarding notice

11. That's the reason. I know in the application

EY
B
]

¥

you say who you've sent notice to, but do you believe

that that covers all of the -- so far as your search

for owners -- mineral owners, gas and oil owners, that

Ycu've sent Dy certified mail copies to them?

ME. KAISER: 1 think so, Mr. Chairman. Once again if you
lock at the transcript it was consistent with the
Nnoctice tnat was factuated for this hearing on the
mooliication.

4 ~-HAIRMAN: How did you -- I'm not trying to pick on you.

7 TI'YLing To get a clean record here on notice for

that area -=- for the area of the extension. Have you

looked at whe the owners ara?

60
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ng more specific. And you believe
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[ |
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that you've notified all of the owners required to
recelve notice in accordance with 45.1-361.197

1, gas and coal owners
representing the 18 percent that i1s not under lease to
EREC have been notified, being Consol or some branch of
Consol, Pittston 1in the publication notice.

CHAIRMAN: Do you anticipate these to be voluntary

KAISER NC
RING 30 1TC°'Ss not a gob?
DAHLIN n =T 1s not. 1It's a standard coalbed methane
well. The gas contents on that hand-out I gave you,
ife 1lngicatea over in that boxed area on the right
d they are by seam.
HAIRMAN T2 you aware or do you believe there are any
I ve rights 1ssues herea?
KAISER 520 on The 60 acre spacing and the 15 percent
~cif€rance =-- let me put it this way. I think any time
Y Gave some irregularly shaped units based upon
Ay interiace of different field rules -- and we may

“iVably get into that and if we have to come before

b1




+he Board to establish that obviously we'd do that
whether it be a variance or whatever. But I think if
you look at the exhibit we have provided you with the
60 acre spacing and 15 percent tolerance that -- and
nased on the ownership of the 18 percent that's not
under an Equitable lease I do not think there would be
any correlative rights issues. 1In other words, we

the units so that we would not have gaps in

-n “he 60s and 80s where people would not be

MR. CHAIRMAN: Thank you. Anything else?
M3 . KAISER: By the way we drafted the modification or
mapped the mcdification we did try to stay as close TO

we possibly could for that partic-

CHATRMAN Anything further, members of the Board?
HARRIS T°=m sT1ill]l tryving to figure out this B0 and 60
can read is about frack
acre wells, that there was some
show that when they were drilling earlier
iood over to the right that the frack lengths

Apparently the frack lengths were longer

but not as long as the 80 acres. $So they

was appropriate, to put the 80 acre units.

d all of this but this the

- 24
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things ==
MR. DAHLIN: Again, Bill, that's what I feel like T kind of
adcressed on the gas contents. I'm not saying that --
we don't propose to change their spacing or their
ctciences. It's a by the degree type thing.  As you do
continue to the northeast gas contents will increase.
Therefore, I'm agreeing that that is probably a more
dPPIropriate size there. But what do yvou do in a

Situatlon where we are already adjoining here. We've

n

found over -- since 1988 that 60 acres is a very good
development scheme for us. Again, that's the original
that was 1in place and we've continued to develop on
that since and we're very pleased with our results.
14L 1S again 1n the overlap arez between where our
established field was, where Oakwood was and then
€xtendsd over onto us. So I can't resolve it any

DeELTel Ior you than those situations and just stating

ILHOIT Again I think the basic issue is -- and we

ne2d to get this on the record, too -- will this

=ficourage development of the field if you leave it 680
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development =-- the development that's already in plan.
There will be more wells.
CHAIRMAN: And you've noticed all parties that have
interest that would be affected?
KAISER: Right.
CHAIRMAN: Any other questions, members of the Board?
KING: These red lines that have a name in them, those

nas that you have under lease?

8
3
[
T
o'y
§
0

DAERLIN: That's correct.

KAISER: Yes, sir. Those represent the leases and the

KING: And there's little small spaces in there that
vou've done that?

DAHLIN: That's correct. That comprises the 18 percent

T w& Co not have under lsase that is within the area

we'Te asking for relief on.

RING: Thcse are the ones that you're going to notify to

' e and they are aware of it?
AAISER: As you can see, most of the time you're talking
pout just a little -- because of the €605 and ROs

'I'e talking about -- and I think Mr. Chairman
Warpler was trying to point that out. You've got
ttle gaps i1n there and we will formulate the units

er the tolerance, and we may have to come before the

yard t io that, to make sure that there's not

b4




uncompensated royalty interests out there that will be

wr hae-ween the 60s and the 80s.

e

you close to those unleased areas you will
Board.
wnleased areas -- what he's referring to are
rhese little slivers, part of the units where they butt
other. Those are not necessarily the
Those are just where you don't have a
lete block. A complete either 60 or BO block.

s where they butt up and you get a part of a unit.
And what he's saying is when they form this unit, for
exapple, they will use the 15 percent tolerance to

issume th 11 ) gets == it will be a 60

he's working from this map and he's
lease hold and he's saying maybe there
And
I was probing a minute ago.
I thought Jim was addressing were these
they will -~
That was.
would compensate the unit size to include
But the other portion 1is the B2 percent
~haz's under our control. The balance -- I believe

icres and we have 1,847 leased that would




e the carved out arsa”

KATSER: I'1ll tell you exactly. 2,259.67. Under

voluntary lease to Equitable 1s 1,847.08 which repre-

sents B1.72 percent

~f the acreage to be exact.

CHAIRMAN: Over what time span do Yyou plan to develop

this area here?

Wwell, the two wells -- the one that we have

permitted now was in the drilling program for this

vear, 1996. There's one other well obligated to be
drilled p

""1

Y r to 1997 and the 15 -- those are two of

*he fi1freen wells that are anticipated to be drilled as

can complete the rest of our work and tie it

rest of our development plans. It's lmmed-

sther words.

gy

you made the comment that 1f we approve this

accelerate the wells?

They are in our immediate drilling program as

we accomplish 1t. We anticipate drilling

- —— & }
nexXt Roniil

or so and then not being real

- Ty P
. &l oy

the winter and it will probably be part

mediately following drilliing program.

For instance, we would drill VC =-- if were to

elmlss5 100

today we can drill the VC-2400




=

which we do have permitted next week, for instance.
MR. DAELIN: VC=-2400 was one of the next four intended rig
mOVes.
MR. KING: That's already permitted?
MR. DAHLIN It's permitted, Yyes.
MR. CHAIRMAN: Picking up on what Mr. King was asking, the
two areas -- 1 have difficulty describing this for the
3= 0of the record so that the record will actually
reflect 1t. Just to show you where, you have a couple
f 60 acres here and then up here you have very little
leased acreage that touches those. How would you plan

-
#
-

o develop those areas

==

ME. HARRIS: Are we looking at Y and Z negative three,

SOomewnere 1n that area.

SER T0 the northwest of T-248.

42, CHATIRMAN That's rignt. That's just a couple I picked
11T as an exXample. There's some others.
42 . DAHLIN: I didn't actually come prepared to submit this,

Dut this 1s part of our planned development. The blue

plocks are the ones in sequence to be drilled next.
yellow are currently drilled and the green is the
ition that will be 1n a different drilling program.

The Two blocks that you're pointing out were up in

"HATRMAN Right.

67




MR.

DAHLIN: They're not ones that are in this solidified

rilling program area that we have again, like I
mentioned, the (Inaudible.) in developing the acreage.
Obviously we have to secure the interest in the unit.

We will either do that voluntarily or be back to the

The way your red line runs there, you're going to
some of those 60 acre grids smaller?
If w& have to, ves.
Some may be smaller and some may be bigger.
Again, 1t's Just part of our development -- our
continuing development. It's something we recognize
and we have not planned to drill those. We have
¢ ones that are under our control.
Any other questions, members of the Beoard?
Having not been a member of the Board at the
hese were previously decided I'm still at a loss
prospective as to how they came to
this extension that what was 60 acres
should now be 80 acres. 1In effect., I understand
impression the Board was really reversing
ous finding.
CHATRMAN: That's right.
RENT: And i'm at a loss to understand the basis on

which that decilsion reversal was pade.




Wwell, the testimony that the Board received
in support of that extenslion area was such that based
upon the drilling program that was -- you have drilling
programs moving in two directions now. But at that

less found the -- 1s that the

west, the western edge =-- the western edge of the

Oakwood Field that they still found the same type gas
concentrations. Therefore, more in support of the
technical standards of the Oakwood. Now, we could call
some folks up here that could talk about that better
but Mark's just an attcrney. But, in essence, the
transcript speaks for itself in regard to --

WILHOIT It's basically a grey area. You're getting in
re they're coming this way and they say 80 acres
e coming thlis way with 60 areas and we're in
'ea where they start to merge. So you've got to

o develop that area. And if they've got
shows that they need to be 80 like they

ftorward and did the Board made that decision.
im2 back a couple of years later and say,

t1ll developing in that area and we're still
60 acre units and we'd like to continue to
ireas. So we're finding €0s. They're

Eventually they're going to merge and

going to have that grey area.




L MR. BRENT: Eut 1sn't my understanding that where they
- merged the Board approved this extension as reversed
3 itself on the 60s and the Bﬂﬁ?
4 ME. WILHOIT: Wwell, they did. Yeah. You can see where in :
5 1589 they established the 60s. They came back in 1993
6 and then throw that red line just straight down through
7 there without any consideration for the lease lines or
< development and let's just draw it here. So we're
E cozing back and saylng that wasn't exactly correct,
1Di according to our activity it should be -- we think it's
n better 1f you draw 1t along the lease lines because
12 we've developad up to that point and they've developed
13|| to this point. We think that instead of a straight
14 line down thrcugh there which is impractical it's more
{
15 (i realistic that this 1s the line that it should be.
|
15” MR . KAISER Had we been aware of the impact of this
'7? modification on our lease hold interest at the time we
|
TB” would nave been seeking the same cut out provision that
(]
’9!:; Virginia Gas sought and was given in this hearing.
EDH Wihat tne petitioners really relied upon, if you review
|
?fh Thls transcript there 1s not technical data in here for
EEi thi: earing They relied on technical data that they
H
334 presented 1n an earlier hearing. But there was no
E‘E technical data presented as far as this modification.
2 | U can go through this whole thing and you can't find

|
| 70
|




1C. >
MR. FULMER: Mavybe I can give you a little imnsight. 1In
ards to whether you extend the Oakwood or the Nora

ield or whatevaer, both companies were no where near

*he boundaries at that time, in 1993. There was

test.mony given 1in regards to distinct reservoirs and

those reservolrs may or may not exist. A lot of
involved who had the lease hold or who had
were formulated upon "this 1s
11ke to see the boundaries be because we have
or we have some kind of interest in
The fields itself were way apart and
happened since 1993 1s the Two areas are
startiag to converge in that regard. Testimony was
given in regard to the Nora Field in regards to what
they thoucht the frack length would be and what the
naxlirur recovery of a unit should be suiting their
At that time when that was given
r wells sitting out there
In regards to the ODakwood
me 1n on a same type of informa-
what they had found and what they
the recoverable reserves per acre of
the time. So what you've got 1is

About how you're going to develop coalbed




methane and what has transpired since then is they have

converged to this point. 1In 1993 when this was done

there was this feeling that this was part of that

distinct reservolr, the Dakwood area. Because on the

other side there was nothing in the Nora Field to even

at the tim= of development.

approached that

=3

Now they've

area and they're coming back in and say

our evidence 1ndicates that 1t should be 60 acres.

ally disputing E0 acres either. They're
only on what they consider their economic

pattern.

think I understand where we are, the whole
r of the merging fields. But I think I'm hearing

Kalser say that this line from the EBoard's pro-

somewnhat arbitrary, isn't 1t?

don't know if I'd want to use the term

-
.

nsol people can correct me, but at

they don't have any development down in that

-

mY knowledge they are here, these wells.

well that we converted, like Tom said, was in
That':

right here which is the fourth unit away.




!

i
! In the following two or three years then we are at --
2 we have confirmed that these features that I've
3 indicated here -- this structure here is the one we've
4 developing -- 15 part of and not separate from anything
s | else that we've developed in the Nora Field. So I
6 || think the term is separate and distinct. It is the
7 same as ours. It 15 an extensiocn of ours. We've found
53 that from the continuing drilling efforts we have.
2 And, again, to confirm Tom's assertion about the
0 deve.opment, 1f we would next year acquire leases in
1 here =-- we are perfectly nappy as we move in this
12 jf gilrection we would support OXY's contention that that's
Tjﬁ dPpPropriate si1zing and we would develop those on
*1:,i o e —

| |
'EH MR. KAISER: As we move to the northeast.
fai MA. DAHLIN in tact, we do have acreage in here and we're
1"2 ot asking relief from that. We're only asking for
'Ei portiorn And we find it's consistent with our

e
= ‘evelopzent and tied to and not serarate from our pool
:g: A .denced from the continuing drillinc.
f‘? ME . KING J¢ course, what you have there is in the 80 acre.
22 - AHLIN feal We're not asking for that to be changed
3| ihatl’s py polnt. We're only asking for this
::? cat tnat we have continuously refined and find to
25I

|

I

| j& the iTe as our development in Nora. We're only
:

73




asking for that portion to be changed. They overlap

again thers, Clyde, would have been this whole area.

"
o

~ould have asked to move the whole thing back to

where we thought it was. But we're only asking for

this that's on feature

that we've been currently
developing.

EF g —— L 'L...-

N1 fou keep referring to Consol and OXY. I assume

that since they are not here testifving they wouldn't

llave any lnterest in this?

KAISER: Well, I

wouldn't assume that they have no

but they have not filed an objection or

here today.

=

Consol proposed the extension of the field

ne B0 acres, and I have the testimony here at

and there was te testimony for that
Lcular presented. However, 1t
largely

that Island Creek which
leased interest out in

Ney had other evidence to say the gas

LYpe of frack patterns that we're using

essentially keep that. And I asked

there avidence to show that 80 acres

And they stated very honestly that

exactly sure about that at that point in

~2 have here 1s this merging of two




fields where we've had testimony why one should be &0

and why one should be 80 and then we have this area

where they are bumplng acainst one another, that what

you have going on here on the practical side is
interests as it's retro-fitted
That's the bottcm line more so
side of 1t to whether or not the gas
warrants that. From a correlative rights issue
and a notice 1issue i1f we've protected correlative
rights and insure in the future that we do that, I
think what 1t does is instruct us on any future field
rules, particularly any adjustments and things like
that. Ut we try o design them suv that we have more
technical data coming in than we've besen doing, if
iesire oi the Board. We have so many things
protect 1n the law 1t gets really fuzzy
We certainly want to encourage develop-
It's no one's interest to have it
wnere 1t won't be developed. On the
Want to make sure we're protecting the

105 That are being impacted by the

Y0k you : 'S to discover this?
three years ago our drilling program was

this area and since, as Mr. Fulmer and




renny have sald, the movement of the program has been
in that direction.
Do we feel good about everyone beling noticed and
thing i1s within =--
aIGGS: We have a representation that that has occurred.

CHAIRMAN: That notice has occurred. Certainly we've

nublished notice of the hearing here today. I'll ask

there anyone present here today that has any
sbjection to this application? The record
rhere are none. Any further questions? Do

have anything further?

's all we have.

_-_

I move that we allow this.

Lo aEP:uue.

Furth discussion? All in favor

by saying yes. (ALL AFFIRM.) Opposed say no.

Unanimous approval.

~hairman, can I make a request to the Board
n regards to all this coming together
me with a map showing the meshing of

somewhat similar to this one because

/& got this one now and then when

- | =
L=

t what 1s the field I'm getting -- 1L'S

nfusing. In the best interest of every
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KAISER:

RING:

HKAISER:

WILHOILIT

Absolutely.
could we be a part of that approval?

sure.

. and ask that the order be gffective today.

CHATRMAN: That's fine.

17
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TTEM IV

CHAIRMAN: The next 1tem on today's agenda is the

Virginia Gas and 0Oil Board will consider a petition
from Buchanan Production Company for pooling of the
coalbed methane unit 1identified as N-13 in the Oakwood
Coalbed Methane Gas Fields I and II. This is docket
number VGOB-56/09/17-0555. We'd ask the parties that
wlsh to address the Board in this matter to come

e. I would also inform the Board

[
L)
¥

5
o

. -
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rt
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i
rt
I.-J
¥ |

that I have a letter and I don't know for sure that you
do from Mr. Mark McClannahan who's here today in person
but requesting a continuance and he will address that

-

to the Board. If you will :1dentify yourselves starting

wlth Mr. Swartz
SWARTZ: Mark Swartz appearing for the applicant and
Conscl, 1t's management.
McCLANNAHAN i1'm Mark McClannahan for Mack Construc-

The record will show there are no others. Do

want to go ahead -- you're asking for a continu-
- 5
Mc CLANMNAHAN Yes, until the next regularly =--
CHALAMAN:  You might Just tell the Board =-- don't assume

they know anything that you've talked to me about.

78




the Board your circumstance and why you
regquest a continuance.
MR. McCLANNAHAN: Okay. We have had legal cocunsel for the
1lne months and as of Monday of last week MCN of
Michigan contacted our lawyer and told him
there was 3 conflict, that he could not represent
We would like a continuance until next month's
regularly scheduled meeting so that we can obtain legal
counsel.
CHAIRMAN: Mr. Swartz.

SWARTZ: There 1s a history here. I would resist a

motlon of continuing it again. And I need to give you

ni1story so you understand why because in a
CLY reasonable, I suppose. T would
dld not receive a copy of the letter
to. So I have no idea when it was
notice tTahat a continuance was going to
happened to be here for a meeting
tiink Benny mentioned to me he had
request for a continuance. But I didn't get
the mail. I didn't get a phone call. Mack
¥r'. McClannahan's company, filed an
~nis 15 the hastory -- for a well work
dpplication was filed with Mr. Fulmer's

e R =

th and it was for a well in the M=-13
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unit that we are seeking to pool today. Within the
fifteen day objection day -- you have fifteen from the
date on which you receive the notice of the application
== By clients filed objections to this well work permit
application wnich then in the ordinary course of events
caused Mr. Fulmer to set it for a hearing. So we
showed up for a hearing on July 31st. My objections I
think went out about the 2nd. Tom set it for hearing
on Juiy 31st. We get to the hearing. At that time
they're represented by an attorney named Tim Scotrt.
Tim's an o1l and gas lawyer from Kingsport. He knows
what he's doing. They request a continuance because
they want to file an amended well work permit applica-
Laly AT that point Les and were there and we said

need to straighten out your application

b
i
"
C
-

straigntened out and we'll come back. They did,

-
Taa
[

h

ied well work permit application.

-~ 1 = —
in fact, file a modi

GOT Out my oblections. I think I dropped one of them
but basically I got out the objections. Mr. Fulmer set
that tor hearing on September 10th. Les drove in from
idelleld -- actually Princeton. MY schedule regquired
hat I get up that morning and drive in fron Charles-

ton, wWest Virginia. We show up at the hearing about

tlve minutes till 10:00 and are told that Mack Constru-

ctlcn has fired their lawyer when he arrived to
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res=nt them that morning at this hearing based on a

o
v
0

erceived conflict of interest that they had. The

L

SLory's a little different this morning. What I was
being told was Mack was aware of the fact that Tim had
done some work for MCN and felt that he could not
tepresent them at that hearing. So there's a request
for a further continuance with regard to the well work
m1T application on Septermber 10th. It was not a
pleasant scenario but it was continued, I think, to
allow ther some additional time, having just terminated
Mr. Scott. Ancther thing that has happened here is
curing the interim on August <0th Mack Construction
-om@enced a2 law suit against Buchanan Production
Lozpany 1in the Circuit Court of Buchanan Cﬂﬂﬂty with
VH holes in the N-13 unit. 1In that law
~hey're represented by an attorney Scott Mullins.
‘\aven’'t heard that Mr. Mullins no longer represents
that Mr. “ullins couldn't be here this morning.
And I guess where I am coming from -- and I need to
tell you one othes thing. This well -- there's an
‘1Sting hole on N-13. we found out three or four
'at 1t had been drilled in 1982. ALt one of
the continued hearings before Mr. Fulmer the represent-
ALlon was made by the Mack construction people that

1Lthough 1t was drilled in 1982 they didn't" capture
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nas and use gas from the well until some time in the
15 located adjacent to an asphalt plant that
uction nas and there's some storage tanks
and apparently the existence of this well came to light
during OSHA inspections. And the inspector presumably
was concerned about it and it somehow then got brought
Mr. Fulmer's office and I suspect,
that they were told to plug

So in my view they've had

permlt, pooling, whatever. Maybe they didn't have to
do anything unt:l they started producing but that was
SOME = 1 the early 1990s and what's happened now
gulatory =ffort has kicked in, now that my
ntervened =-- we have leases of the coalbed
100 percent of this unit from Yukaon
ich happens to own the minerals, coal and
entire unit. That's why we are
rotect I . S0 I see 1n at
=d 1nvolvement this summer every time we
in terms of an adjudication a
continuance for various reasons. And T
the point where I feel as if it's a

may be wrong. And I would resist this and

ngly petition to b2 allowed to proceed with
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CHAIRMAN: O you

MCCLANNAHAN: ter him speaking I think you should see

have anything further you want to say?
hat 1t's evident that we need legal counsel and I
a continuance.

When were you notified of the conflict that your

attorney had?

MCCLANNAHAN: Tn the P.M. last Monday prior to the

Finding on Tuesday. This is our second

has represented us in the past three

This is the second time

T W OATRY R EEW AT . e 13 ! Hr_ SI:'_‘D'E'I'. Elther- HE'S

el ity .

Mr. Scott here someday
hat he was not retained to
regard to this application which
leth. They sued one of my
But Mr. Scott was telling =--
to show up at the Board hearings.
red him to do that. We sent him
he was aware of 1t. I guess I
target nere, that nothing ever comes

. would request that we proceed.

Mr. Scott about this applicaticon
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MR.

nere’y

SWARTLZ:
Septembe

said,

pooling.”

no, e w

= ¥ ik i -.v“-- L ] -
MCCLANMNMAHAN: |

meetling.

e you

sent him one and at the =- I believe it was

.H!E.

Fulmer's office I

- = e
: .'.I-il-i

when we were at Mr.

[ 4

representing them with regard to the

We talked about it for a minute. He said

asn't. He hadn't been asked to represent them.

think that's after he had talked to MCH

Ly

equested him not to represent us.
That was last Tuesday.
Lo the September 10th

Which was pricer

McCLANNAHKAN: I was on the phone with Mr. Scott on
Monday afternoon speaking of the Informal Fact Finding
for Tuesday. While we were speaking he was interrupted
and then he tolc me that there was an attorney from MCN

4T 02 Detroat, Michigan that was on the phone, would T
. 10lding 1 said, "No. I'll hold.”™ I held for
[Ulte some Time and then hung up. And he called me
} ' 1 111ed him back like an hour or an hour and a

it later and he basically said that they told him
that € represented us 1in these matters that they
~ + take hio beiore the Virginia Bar Association and

T &

ilcense revoked. And he said that he
<0 Tthem that as far as he wasn't representing

Ining this matter here about the pooling, that

854
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MR.

ME.

Lo represent us as far as the well that

e was try.ng

W2 wWare Lryilng to get permitted. But he did tell us

that he could not represent us and that there was a

conflict. And that happened last Monday. We had an
4Ppointment with a lawyer yesterday in which the lawyer
Droke that appointment with us and we have another

ment with a different lawyer tomorrow at 10:00
this.

CONCerning

CHAIRMAN: And you're asking for a one month continuance
till the COctober meeting?

MCCLANNAHAN: Yes

EING have a question Mr. Fulmer, are you aware of
Ally Of this?

FULMER: I'm only aware of what came before me on the
I1TEH

KING 4 didan't hear any of these conversations?
FULMER Wo. Conversation between Mr. McClannahan and

M 1 lars Swartzz involving Tim Scott, no. I know of

cunstance because I had to talk to Mr. Scott.

me that he would not be represent-
ln thea IFFH.

iIcClannahan that morning

FULMER nell, I Just want to tell you Mr. Scott told me
ad ten fired. That's just what he said. I

testlify to the conversation between Mr.

as




McClannahan and Mr during that. That's just

what Mr. Scott told me.

SWARTZ: You all meet Mr. Scott. He's a very

.y
exXcltable

little fire plug of a guy. He was pretty

I will say that in the IFFH and it is in the

d that Mr. Scott did come in and say he would no

represent Mr. McClannahan at the IFFH.

But ne did work -- represent that company in the

il the past.

ihat about that, Ms. Attorney, is that a con-

nave no

way of knowing enough facts about the

rl.-.'

now whether it would constitute a

not. I don't know what their represent-

I think that 1f there's an appearance of

really comes down to the attorney's

whether to withdraw or not or risk the

of not doing so and he made that decision.

“ind of an 1mpact would a one month delay

honest, annoyance. I mean, our gathering

& headed 1n this direction and we're oing to be

reaucing ultimately from this area. But at some pPoint
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L wWe need to -- I guess I need to say to my client and
< they said to me, "Look, we've got one continuance
3 request after another." Basically what we did Mr.
4 Fulmer was extract a -- we are going to have a hearing
< NOo @matter what and picked a date in advance. Really
& without such a commitment -- it was by agreement once
4 Weé had that -- we requested that that hearing go.
el we've got to have some resolution.
£ MR. BRENT: But there's no catastrophic effect?
10 MR. SWARTZ: No, there is nor.
" MR. BRENT: 1I'd feel a lot better if. Mr. McClannahan, in
12 the course of last week you at least retained ccunsel
55 whno planned tc be here to represented you for a
‘4| continuance.
|
'Ei “4R. CHAIRMAN: Let pe clarify one thing just for the Board's
‘5} understanding. The Informal Fact Finding Hearing that
77“ TOm calling the IFFH was for a permit.
8 :| 1L FULMER : iT was for the permit.
*Eﬁ “F. CHAIRMAN: For Mack Construction?
20 .i FULMEE n=hul.
|
E'J F iATRMAN “I. McClannahan was there for that. This
33; hearing today was for a Pooling application. And if
53} tfi= 3card approves the extension the Board 1s saying
EJL ~3aL 1T will hold the hearing next month in this
|
| 2atte] He's asking for a one month extension or we
:
j 87




negd tToO

SWARTL:

deny 1t, one way or the other.

You need to tell them where the hearing 1s

be next month, too. I mean, 1it's a heck of a

v some of us. The Breaks. They need to know

e -

undersctand i1f we make that decision.

be better to give him a two month

I don't want another, "0Oh, gosh. We

o

to the Breaks.®™

CHATHMAN: He knows where the Breaks is.

MCCLANNAHAN: Yeanh.

TR . -
ol i Wl o -

have a real problem with someone appearing
Board and we always hear from attorneys.
ne fired him or whether he didn't fire him, I
15 NOot a gquestion. I think Mr. McClannahan
be aware of the fact that he needs to be
1f the request 1s permitted, that he better
attorney in plain language. Do vyou agree?
1'"1ll just reiterate what I said before.
wnole lot better nad he over the course of
least retained counsel to come hare and
in the request for a continuance.

e

Scott Mullins had a conflict. He was 1in

L

Wise roday or he would have been here.




HARRIS: Excuse me. 1Is this the person you talked with
yesterday.
McCLANNAHAN: No, no.
He's already their attorney in a court case.
Ukay. I understand.
forgot about that. There is something 1in
Buchanan County Court about it?

McCLANNAHAN: 1es, about the two vertical ventilation

holes.

nNearing 1s delayed even longer than

I think 1t makes sense for Mr.

act. To be blunt, 1if the
ipplication 1is approved their permit applica-

ssentially moot

“would move that we continue this hearing

at t Ks, also saylng as far as

icerned we will have it then regardless.

A Botion and second. Further discussion?

signify Dy saying yes. (ALL AFFIRM.)

LT

== >ay no. 'NONE.) It's continued to next month

“r. Chairman, has the time been changed anv?
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1" Il S0OIryr

CHAIRMAN:

SWARTZ: Has the time of the hearing changed?

CHAIRMAN: That's what I'm going to talk to the Board

right now about and see 1f it's convenient for the

Board.

HARRIS chairman, can I just ask one question?

This pertains to the comments about having legal

counsel. his 1sn't required by law, 1is that right?

that it's strongly advisable to

My understanding 1s

have counsel but not --
MP. CHAIRMAN: T think what Mr. King was saying is 1if you
iing to get legal counsel vour legal counsel
D2 here or something, you could have had a
comething like that. Always 1in coming before
have something from your attorney 1f he can't

rson and those kinds cf things so that we

an appearance made on your behalf in that regard.

ald Ve

month's hearing we had looked and talked about

onth's
gat the Breaks. I think Mr. Garbis who is
roday suggested we tried to dc it on Monday.
able to get the Sunday night == get the
)r Sunday nignt. We can get 1t for Monday
Tuesday night. I was proposing for the

nvenience =-- and we've talked to some of the

for next month's hearing to make sure that




1 they didn't mind the inconvenience of moving a time on

s the same day for Tuesday =-- that we perhaps start the
3 hearing at 1:00 that day so that everyone could come 1in
4 that day and then we stay over Tuesday night and do the
= Board tour on Wednesday -- the field tour. Following
5 the hearing on Tuesday we would have general discussion
7 about drilling activities, about*field rules, and it
Er will be an open discussion. If people want to sit 1in
Er and hear us talk about that that will be available for
10 everyone. But 15 that more convenient for the Board,
LL that we do that, that we arrange to stay the Tuesday
12 night? That way you're only away two days and one
13 night rather than three days and two nights? We'll
“f start the hearing then at 1:00 on Tuesday, October 15th
‘51 at EBreaks Interstate Park.
‘EE MR. KAISER: On the notice issues to respondents, I talked
TT? to Tom abcut that and I guess 1I'll ask Tom, is the DGO
'5; geing Lo renotice tae people or are you going to put
'Ffi the burden on the applicant?
?il MR. CHAIRMAN: Too has the addresses. We can notice the
|
21 | rolis. I don't have a problem with that. Anything
EEi further, members of the Board? Thank you. That
33i ncludes today's hearing.
24 |
!
2 |
E (End of Proceedings for

September 17, 1996.)
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CERTIFICATE

COMMONWEALTH OF VIRGINIA

COUNTY OF WASHINGTON

1., Deborah J. Bise, Notary Public in and for the

Commonwealth of Virginia, at Large, do hereby certify that the

foregoing proceedings of the Virginia Gas and 0Oil Board

meeting held on September 17, 1996 at the Southwest Virginia

:-H Center, Eillman Highway, Abingdon, Virginia, were taken by

and that the foregoing is a true and correct transcript of
e proceedings had as aforesaid to the best of my ability.
I further certify that I am not a relative, counsel, or
rney for either party, cor otherwise interested in the

tcome of this actio':.

GIVEN under my hand this 7th day of October, 1996.

D tacnedn -t: R
DEBORAH J. BISE
OTARY PUBLIC

My commission expires September 30, 2000.
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