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My name 1s Benny Wampler.

Department of Mines,
he Gas ana 01l Board

introauce themselves Thls

1l represen,

the Aztorney

CcT Mines, Minerals &




. 1 Fr‘L.:blL l

3 I & HA & 0 rne first agenda 1ten tihls morning 15 tLne
4 0 Al j14l nsider a petition from Equltable ResQurces

5 neray cCompany ifor modification of a pooling orader for a
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IT embers o: the Boara, ny nanme
1 ] v Wilhe : T‘em an attorney with Huntsr, Smith ano

12 Javl [eTre LereS5e

15 . 7 Wa here on August 20th, 1956 and thereaftqr

16 Vs B * ntec tTie rel1ef reguested and enterea an
17 =]k =1 | 1909h wnich 1s record=sad in Book

18 | - » the entry of that order and the

19 - 153 ) i cxaDlination has revealed that =some

1

20 : - rTeraescs 1N Tiat oraer nave cianged. ~

[ 3

21 " & 4 == W lave two new owners and one
22 : = 3 wner 'ne new owners nave been
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1 - We miGaT NOotify that unleased owner of the reduction
2 Il Nie 1nterest 50 he can make an informed decision as tlo
3 whertner not e wWants to participate or be carried 1in

-

4 this. >0 4T TNls Time I would present two witnessges tTo

6 ; BT REFORTET? | SWears witnesses. )

T" M ~AAIRMAN: You may proceed.

'n

J=

8 WILHOIT: . cail Mr. Dennis Baker

1 Witness whe iTL=rI having been duly sworn, was examined and
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14 IRECT EXAMINATION
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20 re€C LY cquiltable Resources Energy Company as
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>t application and currently.

he Board then why this modification

submitted with the appli-

the tract shown as Tract =7 comprised

1fied as Tract 86 and =7 being the

subsequasnt to the oraer tae

poundaries and as 1t turns Oout we

re now leased and we have reduced

McCoy based on the identification
with this application an Exhibit &B
ut the leased and unleased
1ave a revised Exhibit 2B to submit
day
.t #B set out the ownership

'Q_.‘.ﬂ-- |+ - ..:-I: ]

10N 1N the 1nterest owned by Mr,




spordent being on the revised EXnlbilit ab

ased interest of Quinton McCoy, 1s

the Nancy Hale helrs b2ing

this application have you

an agreement with those

respondaentcs?

dralling raights ot each

living Oor deceased,

1ed to this Board on

terms that you have O




21 ~ _.~eo fair and reasonable 10 rhe area where you're

;-‘_': . i i s

4 A . y 25 —hey d4dle.

rimony Previous.ly before the Board was that You

wn

TLl1ng

i

6 ara asrkling an crder be sent out +o these people S
]
7 ne their respective rignts under the statute?
I

9 o WTIHOIT: We would asxk the Boara to ypncorporatée that
1u" nrevious Testlmony as far as the statutolyY rights, the
1 lecticn rights ana s0 forth of the respondents to save
12 )\ 4 little time, 1nstead Oz ~oi1ng through all that?

13 : HAIPHAN: That will be IfllE.

14 || (Mr. Wilhoit continues.) wno shoula De named the

15 || yperator under thls L=l force pooling order?

18 "HAIRMAN ANV QuestTlons, pepbers of the Board.

19 wiCness stands aside.)

21

22 y3ERT A. DAHLIN, L

>3 ¥ w i ftel aving been previously sworn, was

24 || ! 1] ! Lfiea as fn]llows:

|




"ECT EXAMINATION
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what do you do there?

production speciall

n the nearing th

connectlion with Equitable

A poolin praer?

st1ll be




(Wwitness stands aside.)
understanding that Quinton McLOY 15

iven a new right of

rhe reduction of his interest?

of Nancy Hale already

in Nancy Hale?

i

Do you have anytnlng

~halrman, I movée we grant the EEtltlﬂn.

any further discussion?
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TTREM II, III

I'ne naxtT item -- there's WO 1Ttems 0N the

Mnc any objection To doisg Lhat. The

Gas and 011 Board will consider a4 petition
-hanan Producticn Company for pooling or a
athane unit i1dentified as N-13. This 1S

rher VGOB-96/09/17-0555 continued from

!

would also go anead and cal. the petlitlion

nstruction. Incorrorated for pooling and

-

unl1t operator for the unit identified as

Oakwood Coalbed Methane Fields I and II,

ay 1s5trict. This 15 docket number VGEOB-

We'd ask the parties that wish to

[ ]

y way to get -- 1t's Just Tto gel thne
[ X & l55uUe Detore the bBoarc

ana Claude Morgan appearing for
tion Company ana Consol, iInc.
feary and Mike Bragg for MacConstruction.

15X the parties 1f they =-- 1f you don't

we can brie: the Board, but ToO JUust

nmarize [or thée Board anout where wWe are.

10
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J1TH MrI°, Swartz since you asked for the

suppce! record 1nitially and then go to Mr. Yeary Ol

MR. SWARTZ we ~lient., Buchanan Production, filed an
arnlicarion To force pool unit N-13. 1T was f1ilea on
AT r6th So we're now about four months since the

te r2l1ing 't was mailed to MacConstruction
contoemporaneously with the r1ling. If 1t was tThe same
jay 1t was certainly within a matter of a day or two.
: ~riginally f£iled 1t was sSet Icr nearing on September
ch rkere was, 1n fact, a hearing in this location

on September 17th Mr. McClannahan who 1s here thas

e LR Darson showed up 1n person at that nearing
= ~red Tnat the Board continue Tthe Buchanan
| incti ipplicatiocn. I objected but the Board was

i Tve nl1m a continuance ang 1t was continu-

r~ was continued to the October hearing which was
B 5 an jon't really recall the date of
t there w a hearing 1in mid to late
the Breaks. At that hearing the first oraer
va yT1i0on TO continue again and we spent

ibie amount of time on that and ultimately
£ o-- : gction 15 that the Board denlied that
"inue ana we proceeded with Buchanan

g aAppPilCcaLloll. Jere was testimony

il
—
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¢ the appllcation and there was examination

ructlon andg its counsel and ThEere was gqulte

rgal argument associated with 1t and exhibilts

g0 forth. And the hearing actually

~he sense of the argument and testimony on

-oduction's application at the Breaks. And
i lecticn 1s that at the point in time when you

ould expect the Board to maKe 4 motion there

or MacConstruction to be

o
L )
-
et
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L4
i)
1
-
in
m
=
o ]

sdditional period of time within which to

for rougnly 60 days to get it on the
ket which is today. TNAT reguestc was
ntertained and as a consaquence essentially
n Procduction pooling application got
~r another 60 days because there was really
naving a hearing 1n December 1 you were

snn the application then. So that's why

snued. At some point in -- I'm thinking

31t igh I really didn't dig that data out, I

of Buchanan Product-

[:l
o
i

| |
=
-
D
m |
)
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suhnoena tor certain recerds and direct
na =« MacCaonstruction. AE I reconstruct tine

think that the subpoena was 1ssued around

snd that there was by the Board and that




attacnment to the suppoena (Inaudible.)
was dated the 4th. 1'm
Well, I guess 1T wWas
MacConstruction. There's an

15 essentially a 1list o

had requested a subpoena be issued for.

=10¢ that I felt tThat these 1tems were Aat
1.ly 1n play baseq on cross—exXxamination of
thieé prior hearing and statements that
prior hearing ana would certainly L=
in defenqing against the poo.ling
nac pbeen flled Dy Mac. At some point
the subpoena that had been
1N writing and the Board
ubpoena, wnich 1t has the power to do,
And 1 gather thera's
«hat and motisns to gquash both of
Friday I undaerstand that
i1Ke three days
subpoena
returnab.e today.
lssuec but 1t was served on Las
103 wihel we got here. So that's =-
served with the subpoena this

19 TO produce aocuments today in any
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100K AL
norning,
restimony with regard

application there was no second

dlesignated operator was really not ain play. So

aicn’' T© Epel a lot of t1me on t

applicatczon at the time which T
ind the evidesence nhaes at least I

— K y g - - - W - —
las nearing, tTo at least for t

woula ancourage tahe BoO

application. At

in terms of wnat ought

completead my presentation

the time 1
to that pooling

competing pooling

and the i1ssus of who was going to bhe

hat. But I'm willing at

juncture, since that 1s the only pooling

estimony has beesn hearad
een concluded as or the
he time being stand on

ard to call the next

pociing application and let's get that in the record
ave them proceed with that. To the exXient that
wWlitnessers a ~alled I am prepared to cCcross—-examine
n woth regard to the issues that think would be
rcinent TO a bBoara decision comparing the appli-
the cper-ators and the propesed development
I * e ri1s2on and Xind of pick one over the
. .t1imately 15 where we're neaded here.
- proceed My understanding 1s that
Je'l'e not ing o see any of the documents that I had
euUesT rhe Board subpoena this morning. Well,
X ' dec Lon, Tto not bring them here, TOo move
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atever. My view is I'd rather proceedad with

L

than £ight about that. I don't need those

eed. r rthink some of the iniormation 15

Lo - i =

nformation you would expect the applicant

th So we'll be talking about 1t. 3ut 1

v +'s not here. That's something that you

in I suppose in your decision. I will also
have -- thnis 1s a personal problem, but I

ayver leave town wWithout being annoyed by oy

was in New York for my wife's 40th birthday

Thursday, Friday, Saturday. My secretary --
ely hotels now have voice mail so I can'tT

ay £from that. So my secretary from Charles=-

ntically trying to rsach me on Thursday and

~at a —on aof voice mail Friday morning ac my
15 to call Sandy Riggs and to call Mike

tzlrked to poth of them on Friday morning

= 8
ned that there 1s yet another request for a

iy
et
™
'"'I

riday I'm being told by Sandy

his

| I
(B
|
nh
-
[ ]
-
nl.
f
Q
B
rt
-
&
=
&1
B
I
D
O
&
rt

1Y [ called Mr. Bragg and yes, 1n fact, he

\nC that I agrea to a continuance and my

1lways seens to me these days -- no, 1
| torward. S ] assume that at some

11nNg you're going to get another request

15




continuance. hat's kind of where I think
wnat I woula hope would happen this morning 1s
MacClonstruction will be called

the application of
and that you learn whether or not they are

prepared to proceed and whether or not tney nheead
another continuance and i1f they want one why do they
want one. think that's where we are and I think
we neec to be and that's what we need to

-
kL

ch

dgaress.

Swarce.

~HALRMAN .

[ = 1 = M
L L =

gl

We wWere the request
subpoenaed documents and that those documeants

wanred to know from him

concinuanc 1f those

S a4 member of

meetling as we
He could address

S A4 special meetling

schedule to appear today and

rranging nls

~onsider t be a shame for ham to avolid
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subpoenas and that the documents would not be produced

~t

b

L

aring for this in the context that we were going to

bk oo @& 1ndicated the evidence was closed on at:
per meeting Tne subpoena as originally issued

~-OT production ©of the documents on, I believe,

ting 10l order to appear here to have Mr. Swartcz
L0 4 contlnuance 1f those documents were not
Ar. Swartz indicated that he wanted to go
eLhNer or not we proauced the documents and so
IT 1s the wrong impression Co leave with

7 that we were trying to reach him or trying to

wampler in order to ask for a continuance.

1d not want to be left out hung in limbo

our rights under the statute, object to the

ne Wanted to kKnow 1if Mr. Swartz was going to be

S 8 contlnuance. We're here today and prepar-
L We can put some context on this, first. a
wWas ls5s5ued 1n a Consol, Inc. on behalf of

Procuction force pooling application, which as

i th ‘here was then corrections delivered to
uctic we fi.ed an objection on several

ADO! Li0sSeé was that since the eviaence was
~a4t application that that material would be

racterla and irrelevant. The evidence was

1l Some furctner cobjections to the

i7
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application

te a subpoena

€ request.

We filed that objection on

That original subpoena on i1ts face indicat-

2 OfF th
wednasday
8 T4t 1t was

roauction wiaich as a

issued at the request of Buchanan
arty to that proceeding -- that

=
under the statute 1t would be entitled

from the Board under 9.60-14:13. On

Wednesday wien we filed our written cobjections to that

Fulmer apparently l1mmediately then 1ssued

Anotner subpoena for the i1dentical i1tems in the

MacConstruction application that's on the docket for

= B o =
115 1I0LNILILY .

1ndlcate that

Cn the face of that subpoena i1t does not

()

1T was 1ssued on behalf of Buchanan

Production Mr. Swart2, as I understand him this
morninc, 1is confirming that that subpoena was not
sued at his request, that it was, as he said, issued
i »ard Wwe nave filed an objection to that
subpoena as well. Among our objections are that weae're
loning Mi Fulmer's authority to issue a subpoena
“uments on behalf of the Beoard on his aown. We're
3 ) that the Board did nolL meet on Wadnesday and
JotTe | 12 a subpoena for this case. We should also
1T that tne subpoena was 1ssued on Wednesday
LIernocon, wa erved on Maclonstruction around 11:00

Lly betore noon, Thursday.

IT you look

here are substantial documents that

18
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are requested, some that deal with the asphalt plant

owned and operated by MacConstruction, that cover a

5

substantial periocd of time. There's a lot of recoras

arna us

=

ng nest efforts 1t 1s 1mpossible to review all

ro-ds over such a long period of time to find

|

-ords are avallable, to then go over them with
to determine what are confidential and not

-oduction, to determine what might be

ed by the attorney/client privilege or work
privilege and make a reasonable response to the

S0 as we are ailowed to under the statute we

=d an objection. As I understand the statute the

rer when a party responds by an objection then

rhe Hoard woula tThen voTte on whether to continue with

.opoena demanding that documen

be produced and

rt
L

SO are requiring the party to produce the
the parties have a right to 1mmediately

: 1TrcultT Court. in the context ©f that we
ng o reach Mr. Swartz and Mr. wWampler to

W2 Wel€é Not golng to have the documents today,

e W d pe exXercising our rights. Beyond-that,
me ICK to some of tne merits of that
éna just &4 moment TO glve you a little bit more

nk I can save some time here. I do not

18
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want a rul:ng on the original subpoena that was
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my request oecause I see that a ruling 1in

isesued

my f£avor

would result in an appeal to the Circuit Court and a

continuance of today's hearing. And a ruling against

me, I woulid not appeal that. I mean, I don't want a
ruling. I amr not seeklng today =-- the documents are

10t here. T was told they weren't going to be here.

with regard to the subpoena that was 1ssued at my

uest please i1gnore 1t. I guess I'm asking that 1t

wilthdrawn. SO0 to the exrtent the Board feels that

nformation that 1t subpoenaed is relevant then I

erest to you all. But 1

(]
[ 1]

nis 18 OI 11

ruling on my subpoena because I see that that

don't

~entially cause a rurther continuance here. I'm

0 rroceed without those documents.

want

could

Tf they

put a witness on the stand I can ask him about the

e 'Y we could just proce2d with our position.

aneaa, Mr. Bragg.

I can return to scme of the matters that are

N npoena just to put a context on the
3 1V lLooking at the type of information that
inan Producrtion was reguesting and anticlpating,
r.al wnere Mr, SWartZ might be going, We Saw some
5 nat could arise 1n regard to Buchanan Produc-

e
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~-1day pursuant To our rignts under the

il

requested that a subpoena be 1issued and

~1 and Buchanan Production. This 15 One
“Roarad subpoena“” was served on Mac-

wWe indicated to the Board ofiice that
1iin] to provide process SerVvels TO serve
on Friday. I was told Dy Mr. Fulmer

they didn't have anyone TO SeIVe 1L, 8O
rne subpoena this morning. SO 1T wWas
Friday as was our Statutoly right and we
ving that information &as well tocay as

‘ndicated. We are not asking for a

based upon that either but we want you TO

of that as well. NOW, without
s time uniess you want me [C T will
+€ the 1tTenms regquested 1in the

. vely issued by the Board. Of interest,

ave, for example 1n Item 1, they're asking

na* state the date, contain information
o inferred or which the well identified
-he June. 1996 well work application

-Construction, Inc. in June of 13996 was

Jragg, let me stop you and tell you, Mr.

1( \'WIl the subpoeha. If the Board 1S




10

1"

12

13

14

15

16

17

19

25

Al RMAN

don't know now to vote =-- tTO quash
where do you see that puts us?
save the argument.

hody on the Board have a problenm

subpoena whlichh was 1ssued Co carry

original subpoena:r

i
g
Ljv
| ¥
i1
r
i3
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I move that we do a

and second. Any further discussion?

5 -._I:;:--..i-; oy :'.ﬂq?ln'.:' YeES. { ALL F\FFIRH-}

{ NONE . ) That takes that off the

. A A T

You prepared to present your case for

McClannahan. T don't believe he's

W_TLaEs. )
' MCCLANNAHAN

Naving been duly sworn, was examined

Fa
rJ
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DIRECT EXAMINATION

BRAGG:

Wwoulad
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cConstruction,

n MccClannandanm.

in orficer and shareholder of MacConstruction,

Inc. a vVirginia corporation?

Inc. bean in business?

years.

1
"
T
i
¥
o

larenolders of MacConstructzon, Inc. individ-

MacConstcruction?

L]
110N W1th

irticlpate i1n the the force

preparaticn of

filed Ine.?

by MacConstruction,

La*
ol
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., ATE ¥ familiar wl

: Ye

II v MI McClLannahan, wa

Coal Company and to

A. 125

", Ana was Lice publ

L YEes
.18 Arijdavit oz tl
the return recelpts

Wi

Hachel

i =

ch 1t?
5 notice sent t©to Yukon Pocahontas

Buchanan Production?

*shed 1n the Bristol Herald Courier?

at publication with the paper and
showing delivery of the notices to

Yukon Pocahontas have been

orrectc?
ecducation and

gl 15 your Your

0f Arts degree rrom Emory & Henry

"eived a Bachelor of Science degree

™ 5
= e o

Mine Science and Technology

Consctruction?

WOrKing with

Just
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15 1t prec

the operation oi

drilled

N=-137

this unlit

gas well been in place?

period of time?

that gas

1N Tthe methane

1s5Uues what are sone

J 15 TIAat Cca wall located withln
=% YE
Q \DDI 'mately how long has that
A AT lpast thirteen years
. H 11 duced gas during tnat
‘ YES, L nas
Have v Deen 1nvolved 1n
well
. ATS Y famlliar with the well?
HMacConstrucclen claxm an
gas within this un:it N-13
; YEE
ANQ WlT ~ getting into the legal
f 16 I your claims?
I r=asons. Among
I~ 2 11 unit N=-14.
“Wo verstical verntilation
. & the consent for

stimulatcion.
we Own 75
rock strata
nas

and captured

gucing gas from?

ra
Ln




the rock strata between the

rthe Board probably 1s already aware,
ne testimony from October on Buchanan
application, 1s there a dispute as to

the methane gas within this unit?

filed a declaratory judgement

regarding the title to the

have handed to the Becard a document
0 be admitted as MacConstructlon's
this exhibit 15 a copy of a
y judgement filed in the Circulit
“cunty on October 14th, 1996,

P
i

ocahontas Coal

~orporation., Buchanan Coal

pocahontas Coal company, Island Coal

Lidation Coal Company and Buchanan

Is this the copy oi the motion
nany has filed with Tl Circuit Court
asking that Court to determine the

methane
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The g 2Ly 1f we can go back to a little
1 came to be drilled. Who was the coal
this pI rty at tne time that the

1514l reek Coal

were TI

1istory

an

lessee on

well was drilled?

they

other

hearsay and

~#NaT somebody else

Creek participate

the

elevations

also made

SWART?Z . Oobject to that question as calling
mental state of mine of somebody else. Were
iware Hoperull “here are some documents or
wltnesses that they can call. But that's
1n addition it 1s an opinicn as to
Lnes thoucht, whatevel 1 object to thart.

AL EMAY Sustaineaq.

({Mr. Bracgg continues Dza Island
WlT0 yYou o} cOoperate wWlth You in any way in
1111ng of that well
: 1d they
A helped my tather i1n getting the
WL iNG to drill the wall and
'L arill i1nto thelr existing nine

ti1dt 15 unaerneath

this
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4 H . 1e5.
5 ) Myr . McClannahan., I've now nanded the Board copies of
6 rwo aagreements of which I ask to be admitted as

7 Avplicant's Exhibit =2 and =3. TheSe are agreements

8 dated October 30th, 1992 and November 4th, 1992 between
g isiand Creek Coal Company and MacConstruction, Inc.

10 Could you give the Board some history on how these

1" acreements came to be entered 1intor

12 A. ITn the -& 80s Island Creek was mining and I guess

13 they weres peing gased off and they needed to drill some

I
i
F

14 JertTiral ventliatlion boles 1n wnich they came TO
15 Mac(COnRSTructlon and we worked with them, workea out an
16 igresmant where they dri.led a vertical ventilation

17 101+ 1 OUur propert They carried on with thear

20 15 was in 1989 And they approached us and saia that
21 ' o ' irill couple of more -- a few more =--
ntililation holes on our

27 ; eIty al we worked up more agreements with them,

24 iich these ¢ the agreements for those wells, so they

25 ou ] It lNning 'hey basically said we could
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wells when they had mined out =-- wnen tney

shed mining VP=1. Right about the TlmE they were

ss 1n the spring of when they were mining out

working with OXY, USA. Marty Wirtil was the

we nad spoken with. And since they were

i
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At “hey would WOrK With us 1in preparing well

for these wells. So I worked with Larry Conrad

b el — -

~es 1in the Mullins Building in Richlands

Fn
i

1ese prepared while Islana Creek was on their

While They were mining out. OXY sold out to --
inad Creek sold to Consol and somehow OXY

-~ Buchanan Production also and we continued
necorlare. We went to Mr. Morgan 1n Blue-
further pursue this in which we were, I

L -hi1nk that they were going to wWork with

i |
1
¥
)

ing tTo try to work out an agreement. And

T want to ask you To go through a
f these two agreements. The first one
“efer to 1€ the compensation agreement
1962, MacConstruction, Inc. 1s

15 the party. Wiao 15 identified as the
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‘ndicate 1ts successors and asslgns?

naragraph does 1t indicate that whereas

v s the lessee of the minerals?y

regk entering into this agreement wlith
al lessee?
1~ was as the mineral owner.
see of the minerals?
—m

1= your understanding that Island Croek
its interests under the mineral or coal
other parties? Excuse me. IT 1§ Your
-nat Island Creek has leased 1ts == has

interest under the coal lease to other

.1y Consol, Inc. -- Consol, Inc. who 1s the

- D

Bu~hanan Production:

urred afrer this agreement was entered

direct your attention to Page 35 of that

1992 agreement and Paragraph 5. Would

10




1 You piecase read 1nto the record Paragraph 57

LY

2 o "Upon termination of this agreement or if Islancd CTeek
3 sllal. ce2ase To both use or need the VVH 1.203 and VVH
i :
4 1.J03B and VVH 1.303C they he shall so notify surface
S| owner. = OWlneI S0 requests within three months of

6 Fal.lng sucnhn notice Island Creek shall transfer its

7 “1ght, title and interest in VVH 1.303, VVH 1.303B and
8 VVH 1.303C to surface owner provided that surface

=N | OwWwner 2as obtained all necessary permits to ocperate VVH
10 -=2U- ana 1.303B and 1.303C as gas wells or coalbed

1" methane gas wells,

12 : Has MacConstruction also filed an action in Buchanan

13 || JUNTY agalnst Buchanan Production attempting to

£l
14 enrorce tnat agreementr?
Il

15 Tel WEe have.

16 . P -ilel'e .egal 1ssues penaing before cne Court?
17 =5
18 Hew I'm geing to ask you to turn to Page 6 of the

19 j-eement ara Paragraph 8. Mr. McClannahan, I'd ask

21 facs mel heredy agrees to indemnify and hold
22 iaiMiess Jcland Creek Coal company 20orgla-pacitic
23 “ipoiation, Eucnanan Coal Company, Sayers Pocahontas
24 I Ipal T UKON Pocanontas Coal Lomnpany, QXY USA,

25 . o Lo na Buchanan Production Company and their

i
it




. 1 successclre, sub-lessees Oor Asslgns, officers, directors

2 ANG emg vees from all claims, demands, actlions, fines

Ell r penalties asserted by surface owner, any govern=-

e mental agency or any third party related to, resulting
5 from or arising out of the gas operations or other

6 operations or actions of the surface owner or 1.ts

gns.*"

'..-r

7 successors, sub-lessces Or 4ss

8 : Mr. McClannahan, I'm going to ask ycu to direct your

gll artention To tne second agreement which has been handed
10 to the Board dated November 4th, 1992. Who 158 the

1" first party to that agreement?

12 . Is.ana Creek.

please, for the record.

r
¥
—
¥
w
)
D

13 nEal =

14 1s5lan “reek Coali Company.

16 - 151 . reck and MacConstruction, Inc.

17 ind Creek Coa. Company, 4 Delaware corpor-

18 : 11 Successors anc ss1gns:

15 ;

20 Lnls n amendment to that October 30th agreement
21 - - LSt eforred
22
23 WRat 15 the purpose of thls agreement:

24 T nat igleen=nt was to get the consent for

25 imulati 0 that when we came before the Board we




shut down on our well permit application

cact we did nor nave consent for stimul-

nendment provides that Island Creek Coal
successors and assigns would provide any

his Board?

1592 agreement occur prior to the

nd rights thereunder from

swledge was Consol aware of these

them acquiring the Island Creek

net think they knew.
you have had there

use has besen made of the

ATTempts to operate our asphalt plant in

not produced enough gas to do s50. We have

At our liguid and a few of our build-

- - ¥ =1 N
ndie Ul

-
=

operator what are your

#l1Tther deepen the well or permit one




1 Nt the vertical ventilation holes or both and to be
2 anple to operate our well we can even expand our company

3 And become more competitive in the business and field

5" Q. W0hat are your intentions 1n regaras to expanding the

7 AL There's numerous things. Anything that requires energy

B l11ke Kilns -- wood Kilns. There's quite a bit of

9 .Cgging going on 1n our area. There are saw mills.

10 There's no kilns very close. We could -- we are in the

n pre-cast concrete business but we coculd upgrade it and

12 {0 quite a DIt Detter. It's endless. Dastillery. Wet
13 Branch has quite a bit of water. We could even distill

r“

15 : 1. McC_.annaaan, you're saying that that could be done.

17

19 1=

20 fOU .Jave attachea an Exhibit =C to your application

21 L£garadlng the estlmated costs of acquiring existing

22 Wel '1d T.e estlmated cost of converting a VWH -- one
23 L Lhe velllcal ventilation holes. Are those reason-

74 le egstimartes : Wnat 1t would cosr YOUr company’




=ferring

|

ng to acquiring an existing well

to the well that you now have?

~ost of that being 5§99,0007

1less than the cost that Buchanan

ted would be their cost of

i:f 1t happened

nstruction woula absorb that cost.

use of the gas, 1is 1t your intention to

‘ed at your company?

eSCrow royalties and/or fair market
:Ccted by the Board pending

before the Circuit
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» uslng the gas at the company are you willing

ne escrowed royalties and/or escrowed price of
iuced gas escrowed at a fair market value
1ned by whatever formula this Board would 1mpose
g olutiol f the title issues?

Llapnahan, you are able to utilize this methane

o

rgy source for your asphalt operations al

remplated expansions Of your Dusiness, wood

or distillery and so forth. How would that

& number of employees that MacConstruction

spploying 1in Buchanan County?
prcbably employ fifteen to twenty more people
the people -- we operate a seasonal type

i1 wnich we would be able to utilize tne

at we have to lay off in the winter 1n other

L -'_'- o | T ":l-l‘ 'ﬂ;‘l; J :-l'..-‘: !L..]‘.IPE t.D DE lald fo = It"

¢ for our employees and MacCon-

word is your asphalt business & seasonal

1ons of your business, would you conslder

ib




4 YWou t e wailabilaity cf this gas 1ol uUse At jJust Yyoul

O

5 T ¢t nlant make your asphalt plant business more

9 \ We have DL1d rate contracts for the vVirginia

15“ 1 rment of Transportarion in wnich the separation

i

11 | ~oen firet ard second bid nas been less than one
12 oL ek - I & neaking of seven cents on a tLon. We
[ |
13 Area ¢ 1salated to Buchanan County Jjust due to the
14 o L f wher<= our plan 15 located and where our

15 || ~as from. 1f we were able to get the

16 e rnal nouch to run our plant we could probably

17 -= WE W | he more competitive to where we could
18 : Nt : unty, Tazewell County and

19 | ntv and ror necessarily be isolated to
20 i

21 - bl 11 Terms ol your costs are there that

1y
a1}
|
]
mn

Fa . t nd basically our labor as




expl

IPall Lés

if producling the asphailt. cur large
to heat the aspnailt
1, wny are you asking that MacConstruc-

the deslgnated unit operator instead

feels that we have a rignt for the fact
ained pbefore, we nave drilled the well.
ago we caprured the gas and produced 1t.
ventilation holes and the consent

We own 75 percent of the surface

rock strata supporting

Wwithlin the rock strata.

the gas from your well has been produced?

-

.t has, 35 . ut 1t would be very
ruction to be able to have to use this
Buchanan County and the
Buchanan County 1f we could

use this.

were dealing with Island

31, up to th that Consol

r force pooling had any of

shown any interest in developing the




within this unit?
that they were not 1nterest-
Even when we spoke with
1 guess our first and only
ne had stated that Buchanan

interest 1n producing this

lE2ony at Lthe previous

they f£:1l2d their appli-

w
=

Ir law sult attempting to

nut

our appLication

culation as to

innanan can Mac=-

15 aesignated as

sthents that are




ruction have a bond posted with the Boardf?

this well more economically ana provide

r-s

whoever would be entitled to the

w2 could operate 1t more cost effectively.

sma.l company. We have a lot less overhead and

money to be recouped 1t would not be neat

be 1f Buchanan Proauction tried to

have the rights to the existing

venctilation holes?

nsol approached Mac-

1Nquiring about acquiring

rights tc those ventilation

thiat did your company reject the
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It was very =-- 1t came very quick.
the corporation was out of town. My
back in town until after 2: I had a
=ne Department of Transportation at 9:00
wnicn I wWas wWOrking on. It's a very
contract we hoped that we could recelve.

d not h time to sit down and weork it
able for transter? In
transfer those
your well to Buchanan Production

designated unlit op=rator?

one moment. (Pause. )

members oI the Board?

About your application. If

t about ownership and all and
lock at the application, 1in

Boara to pool

onstruction -- 1I'm reading

-= MacConstruction as unit
nat the operator shall have the

lop, produce, nmarket and seld
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nroducea or the Ppi
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parmit the VVE ana
wher= does anyone

have Some plan 1or

] = :‘.l. --. -"3 'fl-..l.t? :.a
Wnar happening t
nything -- scme O

rad about the Us

145 . You're also asking someone Lo

ou in the production of this gas for

royalries. r heard royalties menticon=

of the gas that's

iD

ans 1L.'s to deepénh the well, to
expand tne company oOr Whateverl,
else penefit from this? DO Yyou all

reporting how much was extracted for

1Y 1 Is the rest going to marketc?

o the gas® 1 haven't heara yet

.¥ the things yocu asked about.

BRAG r artempted to elicit that and if I can clarify

sn's 1lntentions are to utilize the
ar1ons. To the extent necessary 1T

and wants t©To reserve tne rignt to

1d pot ra_1y
’ - h company wnich would have the franchise
in Buchanan county For the gas that 15
lized we are willing to have the 5oard
2l = records until the Ttitle 1s8s5ue 15

Lat MacConstruction would pay a fair

jas 1t produced, would report to

se+ and would follow ana pay 1nto an

arket price based upon soae reterence

ouadhs wWas appropriate to detarmine

g 1 - [ asCIow that amount. S0 1t




as 1f they were purchasing that trom them=<

ver at this independently established fair market

S L ' ' |

Bll Srice with those amounts escrowed, with that fair

~o be utilized A) To determine the

=
E
Lk
e
T
LB
i
|
.

would be due to anyone who might be

un
&
by
[ —
i
[}
i |
i
1
e
L
1

6 determined by a circult court to be entitled to

-1es or to be entitled to the price, you know, 1t

b |

>
G_.
| |

ﬂ“ -~ 'c dererpmined that someone other than MacConstruction
10 ME ., HARRIES My guestion really 1s that you've asked us to

1 include ather =-- a pooling order says 1 want these
12 other people to participate 1in the costs of the

13 sperations. Well, when someone particlpates there s

14 some reasonable expectation, I would expect, that

15 -hey're going to get something out of thas. I'm Just
16 aving tnat I wonder in the plan where 15 that they get
17 smetning tnat the other folks who are being included
18 al i : benef:t at some point. I know you said

19 2y tha gas or whatever, but I'm saying 1f 1t
20 sini't enougn, f 1t's just enough to provide heat tor

-

21 the puirldinc as it 15 now, even if it
I
22 - i 1 o whatever. Agaln, you're asklng someone Lo

drilled deeper,

in

k
|

23 jo1 y 21 this venture and guess I'm waiting to

Fe

24 el =- 1°'T mean to be difficult but I'm waicing to

25 1T The enada where this 15 going to benefit the

LK




are asking us to include with

cipation would derive from that f{air

1f MacConstiuction 15
fair market value. And
-0 the Board saying we would be
formula that the Beard utilizes for

value which would be the

'‘re saying you might ask

than pool?

the parties
the schedules attached. And
sse parties a right ot
or four potential
pate with a working
estimated cost ot

that any of those




and pay their proportionate share of

1on and become a working =< have

in the well whicn 1s an entitlement
sven-elghths 1nteresc. The other way 1is 1if

lection they're deemed To De leased and

which 1s a one-elghth 1nterest. in

~2c vo De escrowed. I think what

ticipating interest versus 4

he pooling. But the pooling

e elections. So any of

~an be desmed to leased
any event the order
the participation and the
ownership 1s
decided.
s my question about the
rhat the end result
gas and wno would

1appens with the gas!?

fe— —

people =-=- I GuUeSS where I got the

- 5 =

of people asking To Jjolin 1N this

would h: .ome reascnable expectation of

:ing about the marketing of the gas.




. 1 **~  HARRIS: r'm ta.king about the marketing of the gas,
I

2 = 1 naven't heard anything about --=
I
3 MS. RIGGS Due diligence ana marketing and --

4 MR . HARRIS: n that end of it I haven't heard anything. If

ce and say 1f you're going to

1
Il e e o
5 f‘. wh L1l L LaLh's Someulle i

6 |l ork with me or you're going to have somne interest

dollars. Where does

b |
¥
(| ®
F‘
]
Ll
¥
|8
L
™
o
=
=
]
| |
iJ
cC
-
!
o
| [

B ~he X amount of dollars come from? I know you've JUust
i
10 from that that's bDelng produced at some rate or

1" whatever. I think this 18 a OU diligence questilol.

12 (M. Bragg ronclnues. ) Mr. McClannahan, do you intend

-

P

13 - o marke: wnatever gas you 4o not utilize?
. 14 5 1# wa could not utilize 1t, ¥Yes.
15 sna gas That you utilize in your operations you are

16 v-iling teo pay the fair market PIrilce as determined DY

18 14

railr market price

,,_
-
{u
ri
[ ¥

19 L1 = 1T 1T WAtk &

21

sct TNAT price to be comparable to

1

22 : ARd yC1 WOUu.ll

7 ~hat -- the price that MacConstructlol would be paying
24 t th S, you would expect rhat to be comparable TQ

25 o nrece that the unit operatol would receive 1f 1t

46
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1 went out and used due diligence to sell 1

4 MH KRING: Jne other questlion. Mr. McClannahan, your's 1s a

b o [ W LS e

5 seasonal business, 50 you would use the majority of the

B HR. KING: During the winter months do you propose to sell

9" 1t off or contract or --

= § W
i

10 HE WITNESS: Ye There's quilte a bit of logging oper-

fr

1 || atlons thaet g0 on 1n the winter and we could utilize
12 -Oome Of TNAT gas as far as drying wood. We could pour

13 || concrete products and that sort of thing in the winter

14 W1ltn our construction crews that would normally be laid
15 )IT. All that of what we do not utilize we could sell.
16 YOU would basically fall in line with =-- I think most
17 CL Thne gas ln tThe heating 1s used in the winter whereas
18 WEe wou.a be == as far as MacConstruction 1is concerned
19 We would bDe using most of the volume cduring the summer.
20 || MR, CHAIRMAN: Uiher questions, members of the Board?

21 (Witness stands aside.)

22 . YEARY T 5 mYy uncderstanding that the business will be
23 panae Si ln other words, lnstead of a seasonal

24 #eldt.Oon 1T Wiil then go 1into a twelve months opera-

a5 you would have people =-- people that are

47
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laid off would be employed plus they would

nave additional employment and then any surplus would

be marketed

. JUSLT CO answer Mr. Harris' question, 1in

any vent the people would be properly compensated just

15 under any pooling application. They would receive

ds DIuchn, A1t

not more under Mac's proposal.

LEWIS: T know a lot of them here on the Board don't

naerstana

a lot of times when you drill a gas well

it's metered twice. ITt's metered at tue well and then

lt's metered at the royalty meter. You have a royalty

S u
]

- oy = i y Y
dNoUnNT nNe u

royalty met

[

iy -
—y

==
— B —a

Wnat you would do is you would take the
ses 1n his office and deduct it from your
er ana that would give ycu a correct reading

auction of that well. It's not just metered

've got to have something there to check your

how much you're paying for that gas.

would intend to -- whatever meters would be
ne or two or whatever, assure the proper

anda compensation for averyone.

1.1 haven't heard -- my real question

LLing that to market. Are there some plans

1
"
tn
.
v
L
O
=
i
-
=
1]
o
g
O
[
]
i
=
rt
=
m
=
=

piannea to go that far, I guess, is what
When I look at the bottom line I'm looking

LNg To beneflit. There's no problem with you

48




+ have no problem with that. But 1f

isk1ng other people to joln You where are they
and 1f they're going to benefit from gas
rhe market then is there someplace to gather --
there gathering lines or some other lines you
could feed 1nto to get this into the systen.
nderstand someone already has a franchise
~ade exclusive that they would be available to
I think Virginia Gas --
Have you all approached them at all
or no- you will be able to sell --

I'm sure that the market --
the gas -- 1f 1t's a sellable
to Virginia Gas or to

and certainly they would intend to maximlZle
gas : ir own 1nterest as well as
because the more gas
and everyone else would
would bDe the: INTentlon.
(cClannahan, are you asking the Board to

jeapening of this well?

Seam.

know how much deeper that's going to




e than where you arve’
Approximately 150 to 200 foor would get

McCLANNAHAN:

1.

Do your consents to stimulate and everytning

CHAL BEMAN:
all the appropriate seams?

cCovel
not know.
Chairman,

McCLANNAHAN: I 4o
¢ our understanding they do. Mr.

- 1

BRAGG: 124
in application for a permit of that well

pending.
comment on your

McClannahan, could you Just
and marketing gas?

o¥perience in producing
nave no experience 1in marketing gas but

for at least thirteen

Mc CLANNAHAN :
produced gas

Nndas

jacConstiuction

questions we're asking are
normally asked or maybe assumed

L 18 1

the

Just
writing. And 1 think part o
production experlence

a background of
nard To know what to say 1n what connect-
them

that and 1I'm givling
may be the first time

Mr. Yeary has worked

McClannahan but I kKnow
things before. And 1 can see us going

nese
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someplace and I'm supportive as I can be, but then 1t
nd of just fades out and I'm Trying to find out when
i+ fades out what's the plan after that. I'm just kind
of disturbed when 1t gor to that point 1it just kind of

al grey or something. I don't

1t

got real soft -- got I

hics being beneficial to the

[ 1]
rt

sult o

Lri
Pl
r"".
T
=
!

.

state and being beneficial to the economy. I think it

w1ill be but I aon't KNow. I1'm not sure wnat I'm
locking for but something just doesn't click right at

the end
M~. 3ragg continues.) Mr. McClannahan, to the exXtent
+hat your company cannot utilize all of the production

from this unit have you considersd what the companies

would do with that excess proauction?

yes., we have considered it. Speaking with the manu-
facrturers of the compressors what we would not use

ine, put back into

=+

n the

would either be recirculated

'_l'

~he =- phack down the well bore or we could -- 1f I

niess Buchanan Production or Virginia Gas would want to

puy tne excess 1f we could work out an agreement there
We W | be willing to sell it.

11 .n fact, tru=a that you are interested in selling
And would you actively market any excess production
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Yes, w
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mnnat 1
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AN Nave
=XCR2SS
1:: Y
Hav you
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OTf T
NI We n
Is 1
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i company
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ness of marketing gas

that has a franchise in Buchanan

companv?

~ontacted them yetr about buying any

ACTE else 1n regards tTOo putting 1t

>0 dllyolle

ng lines and selling at some spot outside
Y7
Intention that 1 you are granted this

pursue those possibillitlies?

gqone thac at thnis Decause 1tU'Ss

point

negotliate such contracts when you're not

in

ther 15 tha

|Tr

and

o] | ver whether you will be a unit
not«
Tand that you would have one year to get
nt trom the time of any order designating




1t would take for you to be into

s what we would shoot for.

are deslignated unit oparator 4o you also

you can have agreements 1n place for the

any eXcess gas beyond that that would be

your company?

have that accomplished with four

do that within the twelve

towara that.

st gquestion and 1I'll be quiet.

iﬂh'h—

or do you plan to have on

-
L

production engineer that would

these things and whatever? Again, I

to you all but - I would

somebody, contract somebody as

nlre

guess == who tracks all of this
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alse aoubt that I could walk on site and say, "1
expect this to happen in sixX months not Knowing
anything abpout 1t And I'm not suggesting that that's
your case by any means because you've worked with the
gas and obviously helped arill the well., I guess
the ;cme questions that I'd like to hear answered

d I'n still not hearing answered. And I'm not sure
now T . them. So that's what 1'm saying.
RENT t ma take a stab at 1it. I think my concern
cent yround my assumption that the most at%ractlve
se of this production for you 1s 1n your own buslness.
ANNAHAN: Tha 1S COorrect.

| A

=D AT

-

EEEnT
- i

's the most attractive use. And you
ueT a few minutes ago about talking to the
e0ple or whatever, the capability of
back into the hole 1if it's not used. You
AT you may work with Virginia Gas Company
«lse 1n working out a sales agreement 1t
xk nut an adgreement that's to your beneiflt or
Yy to you 1 think my concern 1is one of the
vou're going to consider as part of how
that marketing agreement 15 your primary
s and that's from your own production.
he more difficult for you to come up
..y agreeable agreement =-- sales agreemant

54
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MR.

f your primary use or the moSstT

gas 1s 1lh YOour oWl productloll.

interest To cycle that gas back

rather than marketing 1t?
McCLANNAHAN: Well,

I'm sure in the same sealed area -

would

I'm sure

away or three units away.

WOUuLll Nnle

would pbe in a sealed gob area and

would be harder to reach

Isn't 1C

for

an agreement

atctractive use of the

more to your

future use by you

it would be but Buchanan Production

- say VP-1 I'm sure

nave a gas well and what we put back down holes
rhey would be sucking anad producing two units
So 1t's not as though we

not -- this 15 1n the old VP mine WOIKS which it

cn 1f we were not
we ware not selling
it. But I'd say

seelng as

v We would want to meet MacConstruction's needs
rirst T
rEARY aue 1f wa could assure the Board, whatever
nes the Board puts on this =-- the requlrements
At ey be required to actively in good faith pursue
i1 f this And if there's ever an indication
*hat Thnat 1s not the case there are the appropriate
- 1 king away the rights to continue or
ataver., “hat would be the type thing that I think
1] rtainly be appropriate to put in any order.

Tuestion for

a second that they wouldn't
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nursue a good honest effort and agreement. My only

CONCcC

ctnan

actr

ern 18 that the bar for them is a little higher

maybe someone else since they have this other
actlve useé tor the gas. And that 15 1in their own
ALl1lONS.

But I wculd think 1f someone saw that they were

doing that in good faith -- all parties of interest

woulad bDe called To your attention or whoever's attent-

LON.

- -
L O

You have all those mining contracts in full

h anc all that sort of thing.

MCCLANNAHAN: I don't really see the concern as why == I

medan,

we're concerned with a lot of other people

afiting. 1 mean, what's wrong with a company 1n

hwest Virginia to become more competitive and be

TO grow ana expana that would be equal to more

fOr our area. I don't see why that 1s not
b wh &7
L Think that's great but our responsibility, 1
Ve, 1S To see that everybody involved is treated
r and fairly
~E& aopreclate and we would certainly -- we'll
[ 1na igJument 1n a moment. But I think you can
ured apd you can put down the proper guidelines
K2 Sul'e that everyone's 1nterest 1s protected so
nave the best ot all worlds. This is just the

[ b
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ao that.

may point out to go back to my response to

@arlier, we're not contemplating that the

would be utilized by MacConstruction and 1ts

¥ =

& ol =
— -
i e A

the outside,
er.;_t l: r:-.. 1 h':-
eally woh gues
One 1s T :
safety aspect
of 1t 15 that t
" -|-"r . b | i L
“n: W in W
- ‘ ! ;
AT 1
g 1 the p
Lilere was ai
i Li Wi \
ome 1 =
T i 1 I
A =L e £

ld just be out of the lieu in terms of

We're basing =- there will be a fair
t by some formula that the Board would

And to a certaln extent that might be

1 than the price that it could pe marketed to to

1. be the last thing. My question was

tions and I realize 1t's TWO questions.

he mining aspect of 1t. The other is the

oncerns me on the satety aspect

he more you all talk the more I'm

nstance, recycling the gas -- I don't

st take 1t and put it back in the

m not picking at things because I don't

rocegures are and that's why I'm saying
engineer -- I would like to hear you
115 pPetition we would hlre someone to

Auct this operation for us. I would

hat. 1 haven't heard that.

Late as a representative of MacC=

© that would certainly be the case, that

27




| appropriate technical peopile, marketing people,

ayeryone that would be necessary to do this because
-h a wonderful opportunity. This 18 a
-1 been in existence 37 to 38 years. SO
responsible people. Among the stockholders
.minent attorney. So they're going to see
everyching 1s done to see that all safety require-
all appropriate engilneers are hired to
-ion. Whatever the standards are for
they would be met because they do not

bility or to endanger anyone Or the

is that -- then I will
to tape my mouth shut. The other
think wnen you sit down and plan
going to do this and this and
hat's golng to happen toc the gas,
n I think you probably have a -- 1it's
> twelve times and Know
ro expect then it's real
sky, this 1s going tO
- hink when engineering really gets 1nto 1t
ar the practical aspects of 1t you Iealize
60 percent over here, I won't be

~hen all of a sudden the whole




|

‘ 'I“ hing takes 001 d diftrterent appearance. I guess oYy
2 || concern 1s that I don't want you all to go 1nto this
3 blincly. I'm not even SUure what pitfalls are there,
4 but I'm JUust a l11ttle concerned that -- by some of the
51 answers tnat I've gotten I'm just a little concerned
6 || rhat -- well, that Yyou all might do that, just wonder
71l into 1t. I'm not saying that someone's not capable of
8| ~unning the plan or tThe show. I guess that was a
9 SUggestTl1on really more tham == it 15 4 concern, thougn,
10 1 you need to have copebody that KDOWS what's

1" appening 1in the a1l and gas 1naustry and how all that
I
12 ries together becausg 1T looks like a real rosy picture
11
13 ,p front and tnen when you get iato 1t 1T gets mesSsy.
@ "
14 AnEd unless you can anticipate that -- nobody can I
11
15 JUSSS - *hink you nead scme experience on your side
16 Jhen 1T COmes to gas and oil. I would like to recol=
17 end at you do that
18 - YEARY and certainly that's golng ToO be the case. 1
19 eha .5 gentleman‘s background alone -- and I think
20 his backgrie d,. the family packground, the people who
21 , srocknolders, they're going to see that thlis 15
22 ne L1 JuST common sense plus there could be --
23 % ld be part of the conditlons of any permit.

-
|
|

24 r <ust happened to see on the Today Show

25 \ \1no some gent.eman out 1n california =-- and




.n America =-- and that's the blessing of

we don't have to blg to start with, that
realize the dream. But we have to start
There was a gentleman out in California.
together 1n 1987 with no experlience with

pooling their efforts together and I think now

they were giving their employees because they are

=1ring themselves as a family. One of them got a
Just 1in that short period
less than ten years.
MY comments 4re not meant ToO be criticism.
I apologize 1f they were taken that way.
sir. I didn't take it that way.
they are concerns. And with all due
McClannahan and the rest they are
ism of your application.
path that it's going to go and

SOrt or rades out and it

nhat this were a kind of a
that had no =-- I don't think
time to be before you as they
in this plan here.
ng adaitional personnel to carrcy that

good for a year. We can always =--

i
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plus you Lave the enthusiasm. I don't know 1f we look

at the work ethic of the people with enthusiasm 1n this
country today and those who have peen around for a long
period ot me ana we can see who's been successful

whether i1t's a laundry mat to the big companies. It's

those with tne enthusiasm and the work ethic and those

Y o= i Y

peaople nave that.
MR. CHAIRMAN: Mr. Swartz, do you have some questions?
CROSS-EXAMINATION
2Y MR. SWARTZ

o =

.
[ =1

Fow old a man are you, Mr. MccClannahan?

How o.ld were you when this well was drilled then?

AS long as 1 can remember it being I would have been

tie sumpers I was attending Emory & Henry
= al Taat polint 1n time and on my breaks I was

wlUlll Macconsctruction.

Lae summer you would be working for Mac and
~fie school years at that point in time you would
1ave been at Emory & Henry. .5 That what your answer
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you ever

T ™ = 1 &
111 r-;-.l'l.&

drilling
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me=Tt Alvin Richie?

repor-ed -- when you testified earlier that
from Island Creek Coal had involvement 1n
o cthat well you were apparently telling

that someone had told you?

rect. My father.

~onveying things that your father had told

ed to things you knew of your own perscnal

nave 1ndicated at several times during the course

rimony that it 1s your view that Island

~onveyed leases Or agreements oOr
were owned by Island Creek to Consol or

n Coal. Do you remember that testimony?

basls for that testimony? What 1is 1t that

ind bougnt Island Creak out. I mean,

] guess, general consensus. And that's

Aands now. Consol is in all of Island

1+ Cconsol bought the stock in Island Creek

ra

[ ]




continusesg to
1t owned before the st

1f Consol bought assets?

then wnether or not the Island Creek

this mine under the N-13 unit or

1N the agreements, Exhibits

you gon't know whether or not those
CreeX rights under those agreements

0O anyoody else?

you're telling us today that
leases ander unit N-13 which were at
ana the Island Creek rights
16 the only reason you're
- 1t'Es your opinion that
rights have been assigned to Consol
tola you that?
rect there. We feel that when
Chat they bought all, I
Leases, assignments.
WIlting that you could show me

Al assignment of a coal




conso.llaatlion

=

-y

rrom 1514l

3 that

nyo

= " r
LT

[ nd Creek Coal Company to Consol or

an assignment of Exhibits #2 or

Coal o1

yffered today from Island Creek to

you ve

elsey;
‘oduce thﬂﬁt:*, no.

e today do you know whether or not

3 have

ner

“i1gnts under Exhibits =2 and

anybody or whether t! still in

a matter before the Court and

whetner or not you Know of your own

i1t Island Creek has assigned to

obligations under Exnibits s2

e well currently produce?

nour Oor cupblc tfeelC per secon

d7
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Yes.

and what's the gas being used for todayT?
1f they have the heat on 1n the shop it's heating the

shop, possibly heating 1iquid asphalt.

-
[

Is there a meter on the well?
NO.
why not?

Je feel that we own the gas and we nave not put a meter

Lock at your pooling application, if you would, and at
the plat map of the 80 acre unit. Do you see that? Do
vyou have that in front of you?

Yes.

MacConstruction aoes nNot own the surface or any other

interests in or under Tract #1 on that plat, 1s that

fhat's correct.

rougnly 25 percent of that unit is in the hands of

and 25 percent of the gas that you're using today,

would you agree, 1s owned by someone else?

=T

and 25 percent of the gas that you were using last week
was owned by somebody else?

b5
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M.

A.

A .

Possibly, Yes.

Do you understand that this 80 acre =-- unit grid, the
Dakwood I Rules were originated by this Board?
Actually I guess 1t was the predecessor this Board in
19907

1es5.

And would you agree that you've been using gas since
18907

Yes.

And bezfore?

Yes.

And that you have not had a meter on this gas at any
point 1n time?

[ think =- there has not been a meter on it, but I am
pretty sure that they have tried to -- my father has
tried to determine the amount of gas that they have
usecd 1in the past but we don't know how accurate those

readlings are.

What amount of gas do you think you have used in the
past year, 1n 19967

| Not XKnow

wYhatt

an you tell us for any prior vear?

66




fou have no ldea at all?
At this point, no.

DO you teel -- now that we've talked about the plat map
here and the fact that the gas you're using today,
roughly <5 percent of it even under your analysis of
who owns what is owned by somebody else, do you feel

like you probably ought to put a meter on this im-

medlacrely?

-

I ao feel that we should meter 1t, but I must say up

until three years ago Island Creek Coal Company has
ventead a considerable amount out of that unit Just into
Lhe atmosphnere and we were keen enough to capture a

Smd.. portion and pe able to use 1t to our benefit.

KNOowW wnether or not Island Creek's coal leases
.siand Creek the right to vent in the course of
Wiafiiilg Without compensation -- without a duty to
10T The methane venting?
ALOW Taat.
“now wnether or not i1f Island Creek chose to
the gas 1t was venting and resell it whether or
-0al leases would give them that righc?
5Uure they did not. The vents are on our
very close to our shop and unless -- there

'L Way Ior them to capture it. It was




just released i1nto the atmosphere.
Are you really telling me that the reason you don't

feel like you need to be accounting to the people who

own the methane under Tract #1 -- are you really

telling me that you feel like you shouldn't have to
account to them because Island Creek vented methane 1n
the course of its mining operations from other holes?

[ mean, is that your explanation?

rior to them shutting down VP-1.

ARY: Also there's another reason. There's a rule of
capture that comes into play here that -- this 15 very
technical legal 1ssue but that's amy understanding of

In capture you do not have to account to the
ijoining landowners.
Well, that's all very interesting. I guess my question
tor the witness 1s why 16 it you don't feel that you
ought to be putting a meter on this well that's
urrently producing so that you have an ability to
iccount to the people who own roughly 25
1t of thils unit?
a very small portion of gas that it being used.
smal.l
Ur answer 18 1t's not enough money to be concerned

from your standpolnt?




And these people should not be concerned that you're

using their gas?

Wwell, maybe they should feel concerned but I cannot

answer for them. There has no been no cobjections to
date outside of your all's objections on us using the
gas well. So I would assume that they have not really
cared.
So do you think that the obligation of a well operator
to pay royalty is contingent upon the people who might
be royalty owners coming forward and szying, “"You
bectter pay us."?
No. MacConstruction is attempting and trying to comply
and to do everything that the Board has set forth. And
rhat 15 the reason why we are here and we are making an
honest effort to do so. And we will be more than glad
tO royalty or whatever.
1f you become designated operator you will put a
tne well, 1s that what you're saying?
correct.
until then there's really not enough money to
with, 1s that what you're saying?
T's not wnat I'm saying. But 1f named unit
and we do get a well permit, yves, wWe will put
on it and go forward.

in the i1mmediate vicinity of your asphalt
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-t . what 15 that capable of producing on a daily
basls r'ight NOWT
I do not Know.
You've indicated you plan to deepen that well poten-
tially into the Pokie 23] Seam?
Yes.
And toen you plan to stimulate that well?
I don't know 1f we would need to stimulate it if we
went down into the Pokie =23. If it 1is mined out and we
hit the =3 Seam I do not think that it would need to be
stimulated.
And wnat would you anticipate the production from the
well near your asphalt plant would be i1if it was
deepened into the mine works in the mine underlying the
pPropercy?
We do not know. Upon our first meeting with Mr. Morgan
1in Eluetfield when my father and I spoke him in negot-

5

ls Mr. Morgan stated that he would

D
i
D

18t1ing thn we

1

nave the volume TthNat the vertical vents were producing
and nave analysis done and get back with us, which he
tceld us that in good faith but I don't know if the
calculations ere never done but we never got the
results.

So your answer, I think, to my question is 1f your

exX1s8ting well was deepened into the Pocahontas 83 Mine

70




which 15 where the mine works are, that you don't know
what the production would be from that well?

That 15 correcet.

In your application at Paragraph F you have estimated

production. Do you see that? A range of production?
Yes.

W-ere did those numbers come from?

We hired Terry Calyer with Maxum Engineering to help us
1n preparing this.

But he's not here today?

Do you know if he acrually did an analysis 1in resulted
in calculations that resulted in those numbers that we
see at Paragraph F7
I do not Know.
Do you know 1f those numbers were simply copied from
Buchanan Production Company's application?
0t know that for sure.
agree that most of your application appears

retyping of Buchanan Production's applica-

15 very similar but we are applying
thing in the same unit.
know 1f the 125 to 550 numbers 1in Para-

from your engineer or were simply copied
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'hgever 1t was that retyped the Buchanan Production
application?
I told you on the previous statement that I did not
know that.
Do you kKnow the total amount of gas that has been taken
trom your well from the date of first production till
today?
NO, we do not.
Can you tell me where the closest pipeline into which
you could sell gas 1§ 1n relation to your well?
NOT exactly, no.
Could you tell me sort of?
NO .
How much land do you own around the well? I mean, is
1T snown pretty well on the map here?
Yes.
YOU Oown surzace l1l-A and 1-B and 1-C?
1e:
Do you own surface 1-=-D?
No.
Somebody else does?
Yes
I guess 1r you don't know where the closest pipeline

into which you could sell gas 18 you have not made

nquiries with regard to obtaining or whether or not




17 ||
18 ||
19
20

21

I
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.

you need to obtaln rights of way toO puild gathering
lines Ol transmlsslon lines?

That's correct.

And you say you have not spoken with Virginia Gas in
~arms of whether or not they would be == their utility
would be a porential customel of yours?

No, wWe have not.

What 1s the market value of the gas you're using today?
what is the market value?

Right. If we were golng to try to figure out what the
royalty due on the gas you're using today was what's
rhe market value of that gas?

I do not know exactly buz I would imagine 1t == 1 do
NnNoT KOOw.

where would you go TO figure out what the market values
are? WwWould you go Lo virginia Gas and say, "what would
you have charged us for the gas today?" and say that
rhat's the market value? I mean, what's the ==

say that would be a good place to start. I would

-hink that that would be not a hard number to come Uup

How much gas do you anticipate you, meaning Mac-
consrruction, would be using to run youl asphalt plant
nd heat your buildings on an annual basis?

As tar as the asphalt plant, 1if we ran 100 percent

r
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Q.

suwerion -- well, I'll put it this way. If we
manufacture what we've done over the past five years
probably ten to twelve million cubic feet per year do
what -- would handle the heating needs that we've
beugnt number twe diesel fuel for. But we would hope
that we could i1ncrease that quite a bit just due to the
fact of becoming qulite a blt more competitive.
Is it your plan to find a market so that you can sell
gas 3165 days a year?
Yes. We would strive to do that. .
Is 1t vour intention to produce maximum potential from
any well or wells in this unit 365 days a year?
daximum potential. You are asking that we would suck
as much gas out of that well as could possibly be
pulled from 1t? We would hope that we could burn every
cubic foot as fast as we can get it. But we would
strive for that, yes.
Do you know what the potential production from the

¢x15ting well and any VVH you might ultimately convert

on an annual basls would be?

As I explained previously, Mr. Morgan was going to
1o those flow measurements and did not.
nidl the engineer that you hired to help you with the
ipplication tell you what the production potential on a

74




. 1 A . No, he dla not.
2 Q. And you didn't ask him to do that?
3 A. NO .
4 MR. CHAIRMAN: Does the Board want to take five minutes?
5 (AFTER A BERIEF RECESS, THE PROCEEDINGS CONTINUED AS
6 FOLLOWS: |
7 MR. CHAIRMAN: o©Okay. We'll ask everyone to come to order,
8 please., Mr. Swartz, yYou were abpout to ask another
8 qjuestion, I believe, when we took a break.
10 Q. (Mr. Swartz continues.) Is 1t really your intention to
1" put a compressor on one or more of these wells?
TEI' A Yes.
13 Q And 1s really your intention in the event that Mac-

. 14 Construction 1s not able to burn all of the production
15 to then just recycle the compressed gas back into the
16 well?

17 \ speaking with JW Operating they said that we could just
18 leclrculating 1t back in the line or possible send it
19" back whn the nole. We would pretty much confer with
20 them or whoever we bought the compressor off of as far
21 d5 what would be done with this excess gas when we were
2?" not in -- what would be the best thing to do with the
23 CHCESE gas that we were not burning through the burner.
34“ Hava you ever heard the term "injection well™?
25 | Yes
|
|
75
|




13

14

15

16

17

19

21

24

25

B

I+

Do you know whether or not putting gas back in the
ground would require a completely different kind of
permit?

[ don't know about putting gas back into the ground but
I think or thought that an injection well was where the
falt brine was put back down hole and into the well.

DO you know whecher or not your plans to potentially
PUt gas back 1nto the well and therefore back into the
ground =-- whether or not those plans would require some
speclal permit either from the Department of Mines or
perhaps the agency that regulates gas storage?

1l am unaware of that. That was just something that the
gentleman from JW Operating had mentioned when I was
conterring with him.

Did bhe mention that you might need a permit for that?
No, ne dlia not.

deepened this well that you currently have by
Yol ‘iphall plant 1into the Pocahontas #3 Seam you

wouid actually probably be in an existing entry of the

mlne right?

U a biock ¢f coal that has not been mined.

HdvVe You mapped your well in relation to the mine

g i'_-ril'f'* l 1as .

And 15 he telling you you're in the entry or in a block




of coal or is he telling you that you're definitely

here or there’

He said we were in a block of coal.

Do you know 1f Consol has mapped your well location 1in
relation to thelr mine wWork?

I would 1magineé so.

Obvicusly you should say that 1f Island Creek has
mapped 1t 1n relationship to the Island Creek mine --
doc you know 1f they have?

I would i1magine so0. I think that you have at the
nearing in the Breaks pulled out a copy and said that
We Wele 1 an entry way 1t my memory serves me correcet.
'e there also a longwall panel under part of unit N-137
fes, there 1s. That's where the vertical ventilation
Noles are

S0 would you agree that roughly the south third of unit
N=-19, the bottom third, is underneath =-- underneath

d mined out longwall panel?

pplication 18 for pooling under both Oakwood I

rwood I1. Do you understand that?

ur understanding that Oakwood I would apply to
by the asphalt plant?

as the ODakwood II 1t would be in the mined




out Are-

And that would be the vertical ventilation holes over
the longwall panel?

Yes.

And I understood from your testlimony that your plans
were to produce from both the existing well that you
have by the asphalt plant and one or more of the
vertical ventilation holes that over the mined out
longwall panel?

We would like to, yes.

Do wou know that 1f you were to produce from the
vertical ventilation holes, one or more of them, over
the mined out lonawall panel you would have to obtain
leases and/or pool five additional Oakwood units so

that you could allgcate that procuction?

understand, though, that 1f you were producing from
longwall panel you would be taking gas from a

thiat extended under units beyond N-137

know 1f 1t's at least sixX units or how many

Ls would be effected by production from a vertical
ventilation hole on the south portion of your unit?
Exactly, no.

Have you undertaken to do title on any of those s1X




units?

Yes, we have.

Wwhich ones?

I am pretty sure that we have done title on that
longwall panel on those units.

On the other five units in addition to this one?
Possibly so, yes. I can't say that for sure.
And wnen did you undertake to do that?

I£f I1'm correct August a year ago.

Do you understand that any production from a gob well

over that longwall panel would have to be allocated to

all units affected by the panel?

Yes.

And that you either have to lease all of those unlits or

do title and pool all those units?

I'm unsure.

Do you know who you would be required to pay royalty to

for production out of an active gob well in the

southern part of the N-13 unit?

NO.

Do you know 1f the royalty payments from the well by
asphalt plant which 1s currently what I'd call a

non=-got =1 ] in 0akwood I well, do you know how those

payments get calculated?

No, but 1I'm sure we could follow the guidelines sat




|
1 "arth by the Board and be able to do Bso.
2 L) I think I heard you say that you might want to stimu=
3 late the wells that you're proposing to deepen. Did I |
d" hear you correctly?
5 A. You asked 1f we were wanting to stimulate that. If we
E" did go into the VP-3 Seam and 1t was not in a chunk of |
7 coal I do not know that we would necessarily need to
HI! nave that stimulated. But if we were in a block of
g" coal, yes, 1t possible may need to be stimulated. |
10 s Could you tell me what it is that would give your
nl' company t.ae right to stimulate that well if it wound up
12 LN a solid block of coal as opposed to in the mine?
13 A. Explain that -- or ask that question again.
140 Q. Tell me what agreement that is currently in place would
15 allow you to stimulate that well that is by the
15" asphalt plant 1f you deepened it and it turned out
1?" that 1t was 1n a block of coal?
18 M. 1 assume the agreement we had with Island Creesk for
10 || consent for stimulation would.
20 0. Was the agreement with Island Creek with regard to
21" consent limited to the vertical ventilation holes?
22 A 1 don't think so.
23 : Why don't you pull out Exhibit #3.
24l A [T grants consent to stimulation for the VVHs.
25" 1 [ S0 would you agree that you do not currently have in
I |
( RO
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hand a consent to stimulate the well that you drilled?

By this agreementc, No.

Do you have any other agreement that you claim gives

you consent to stimulate the well that you drilled that

\s currentcly near your asphalt plant?

HO.

would you agree that MacConstruction's use of the gas

would primarily be 1in the summer, late spring or early

Fall?

At this point in time and in the past 1t has been

winter,

You've used most of the gas 1n the winter?

To date.

And now 1s 1t that? Most of your paving jobs have been

1n the winter?

No, thney have not, but as I explained prior we have not

had =nough gas to fire the asphalt ana we use 1t to

xeep the liquid hot which in the summer we Dbring the

liquid asphalt in and it's 300 degrees plus. We Just

lave o mailntailn it at 275 degrees. We can use TwoO

ranker loads -- two tractor and trailer loads in a day
which I'm sure those burners probably never do come

on due to the fact of the temperature of the liquid and

Wwe nave primarily used the gas to heat our buildings in

21




to twelve million a year estimate, 18 that your

stimate of the cubic feet of gas that would be used if

you could obtain gas production to replace the diesel

fuel you say you've Deen using?
That 18 correct.
would you agree that that ten to twelve million cubic
feet going forward would be utilized primarily in the
late spring, summer and early fall?
Correct. Yes.
Do vou know enough about gas prices to know whether or
not gas prices are lowest in those months historically?
If they are consistent with fuel oil prices 1 would
say, yes, they probably are lower 1n those months.

1d would you agree that unless MacConstruction wWele
able to find places to sell this gas that the Toyalty
owners would not benefit from gas sales when the prices
would be expected to be highest because tne usage would
pe minimal in the wintertime?
Explain that again.
1+ yvou don't find a place to sell gas you're not going
to be using much gas or producing much gas 1n the

correct?

We nope to =-=- we plan to do other things. We could
burn quite a bit of fuel in Kiln drying wood and

concrete processes. But, no, we would not use very
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much in the production of asphalt during the winter
months.

et me ask the question a little differently then.
Unless you find someplace to sell gas and/or unless you
start some other businesses that use gas would it be
fair rto assume that very little gas would be produced
and used in the winter months?

currently the way MacConstruction 1s we would not use
very much in the winter months.

Do you agree that you cannot sell gas at retail 1in
Buchanan County because of Virginia Gas' franchise?
Yes.

So you would either have to create businesses that Mac
actually owned and operated or you would have to sell

|

else's pipeline for the gas to leave the

O
(=P
t

1NTOo some

-

county to sell
YES,

50 unless you create =-=- you meaning MacConstruction.
Unless Mac creates additional need for the gas as a Mac

business the gas 15 going to have to leave the Common-

tate that again.
well, 1f you can't sell gas at retail and if Mac
goesn't use the gas does the gas have to leave the

county 1f it's going to be s0ld?
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No. I do not think so. I do not believe Wyatt
Ratclitt's gas 15 leaving the county and he is selling
1t to Virginia Gas 1n which it is used by county
residents.

In the county would you agree that the only person you
could sell to or only entity you could sell to -- if

you're not using the gas yourself -- would be Virginia '

Gas’t
We could not sell to anyone retail. But if we could
possibly =-- with your agreement that you offered to us
you would sell it to us at a well head price. How can
you sell 1t to people i1n the county which we would be
-=- You would be selling the gas to us in the county.
How could Buchanan Production do that if Virginia Gas

nolds the franchise to be the only company to distri-

oute and sell gas within the county?

I gquess my question for you 1s do you know whether or

not you could sell gas in Buchanan County to someone

other than Virginia Gas from your existing well or the

VVHSs?

T -

[ do not know. We could possibly sell to Buchanan

Production but I don't know that we could sell to

anyone other than Virginia Gas. You all have the only |

other pipeline withln the county.

You've indicated that you can produce gas more cheaply




than Buchanan Production. Do you remember that
testimony?

Yes.

what 1s your current or anticipated cost of production?

Reaching toward production or Just production cost?

what's your productlon COSL?

1 don't -- we haven't really produced. So I guess we
do not know what our production cost 1is.

Do you know what it's going to be golng forward?

Do I know when 1t's golng to be going forward?

No. Wwhat 1t is going forward. I mean, 1if you're able
to deepen these wells and put compressors an them and
build lines do you know what you cost is going to be
going forwarda?

we llave an estimate, Yyes.

What's that estimate?

AS far as our ex1isting well we feel that we could do it
for s$99,000.

No, no, no. Your operating costs, you know, tTO proauce
an MCF of gas, to compress 1t, to transport 1t, what
are your costs golng to be?

I do not know at this point in time.

S0 when you're comparing your costs to Buchanan
Production's costs 1t's just your opinion for which you

lave Nno basis? - YOUu Just assume that you




"2 do it more cheaply than they could?
1 feel that we have a considerable amount of less

overhead and I do not feel that our costs would come

near Buchanan Productlion's costs.

Do you know what costs you can deduct in calculating

royalty., 1f any?
I am aware that 1t 1s in the 0il and Gas Act but to be
able to spell that out to you right now, no, I cannot
that.
you would take Exhibit #2 that your lawyers handed
the Board earlier and Mr. Bragg asked you to read
part of Paragrapn 5 at Page 5. Do you remember that?
think I read 1t. OKkay.
wWwould you read the part of Paragraph 5 that you didn't
read?
"Island Creek does not and cannot transfer to surface
owner the right to operate for gas or coalbed methane
cn tne property and surface owner shall negotiate with
the owners and lessors of such gas or coalbad methane
the right to operate for same."
Was this an agreement that someone signed on behalf of
MacConstruction?
Tes.
Who signed 1c?

Joeggie McClannahan.




And he's your dad and the president of MacConstruction?

That's my mother and the president of MacConstruction.

Oh, Jessle. what's your father's first namet

the parties tTo this agreement are MacConstruction

-

Island Creek Coal, correct?
Correct.
Can you tell me what efforts MacConstruction has made
consistent with this undertaking at Paragraph 5 to
negotriate with the owners of the coalbed methane?
we feel that we own the cocalbed methane.
wouldn't yvou agree that it looks kind of unusual to
include this kind or a provision in an agreement =--

golng to object to thls as argumentative,

me finish the question.
Swartz continues.) Would you agree that this
provision requiring Mac to negotiate with regard the
to explore for coalbed methane would be in-
ent with a contention by MacConstruction that
already owned the methane?

We object to the question that it's assuming

1 requirement of negotiation and we would
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*4=-nyute that the agreement requires them to negotiate.
It's also argumentative.

CHAIRMAN: Sustained.

(Mr. Swartz continues.) What does the word "shall™®
mean?

That you shall.

Ts that li1ke a mandatory Kind of word as opposed to may
which 18 a discretionary kind of word?

BRAGG: I object. That's call for a legal conclusion.

CHAIRMAN: Sustalned.

SWARTZ: I don't think the use of the English language
-- we all speak english. And the basis of the object-
ion was 1t was calling for a legal conclusion. If this
man uldeéerstanas the word may to mean something that the
rest of us aon't. I think I'm entitled to ask him. We
all speak =-- regular people and lawyers. And the
objection was 1t called for a legal conclusion which is
ridiculous. I mean, it calls for his understanding of
what the word may mean means compared to the word
shall.

CHAIRMAN: S4stained.

r"

[ M1 SwartzZ continues.) Do you know 1f MacConstruction
cver talked to anybody with regard to obtaining a

lease’

BB
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Do you kKnow 1f MacConstruction attempted to get Island
Creex ar some point to assign coalbed methane rights to

them?

[ ]

do not Know that.

In the first paragrapn and thereatfter in Exhibit g2
MacConstruction 1s called the surface owner, 1isn't 1t?
Excuse me. Wnere?

In Exhibit =2 i1n the first paragraph MacConstruction 1s

ferred to as the surface owner, correct?

Do you have your bond with you today?

No, 1 co not.

Wwhen did you obtain that bond?

Prior to submitting our well permit application.
What's the amount of the bond?

"'m thinking 510,000. I do not know that for sure but
L TN1NnK s0.

Your application requests that a provision be made to

il
)

yLing applilicatlion:

Uo Yyou plan to deposlt with the escrow agent royalty or

ithelr tunds assoclated with production in the past?

BRAGG : L'd object to that. The application 15 prospec-

B




cive and for the record we'll point out that the

question of claims to past royalties are 1n litigation

in the Circuit Court of Buchanan County.

(Mr. Swartz continues.) well, what about the 25

percent owned -- have yolu sued the people who own Tract

z1 1n court? You're not claiming that you own that
percentage of this unit, are you?

we have claimed to own all the gas.

Wwell, nave you sued the people who have -- all the
people who hold any title interest at all with regard
+ra Tract =1 in your action that you've commenced 1n
Buchanan County?

No, we haven't.

So my question 18 W1lth regard to those people that you
haven't sued who have an interest In the production
<vyom thlis unit do you plan to escrow money with regard
to production 1n the past?

SRAGG: Acain we'd objection as it being immaterial and

rrelevant. The application 1s prospective.
11 overrule the objectlon.
witness continues.) We can try to come with a
used and work 1t out with them.
might 1s your answer?
we would pursue that.

regard to your cost estimate, EXhiblt #8C which 1s
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part of your application, where did these numbers come
irom? 1 mean, who did the egtimate?

I have gotten HMountaln Pipeline to come take a look at
our vertical vents and take a look at our gas well,
showed them where the pipeline needed to go. They gave
me an estimate on what they would construct the
pipeline for. I spoke wilh McJunken in Norton on
puying the pipeline and I spoke with JW Operating in
ODklahoma C1ty and got coOosStEs on equipment and that's
where they came from.

Looking at acquisition and additional drilliing, what
does the acquisition refer to?

nasically we spent -- §17,000 was our bill from Noel
Horn when we drilled the well.

Do you nave that bill with you today?

Yes, 1t does.

With raference to that bill could we tell when the well

was drilled?
Mo, vyou could not. There is a date of the billing but
the drilling process and working the different pipe 1in

rhe well was over a period of time. It was nNOt as 1f

they came in and drilled the well in a two day period
and laft and billed us. It was worked out over gquite
91




some time.
shat's the date of the bill?
Exactly I do not kKnow.

rRoughly what it 157

August of 1583. Now that's being brought out of

memory. I wouldn't stake my life on it but 1it's close.

when was the bill paidr?

1 don't know. I would imagine we could come up with
that, though.

Was the bill submitted after all the work was completed
or did you have to pay up front?

I believe that 1t was after the work was =-- after all
the work was completed.

.:,!'

it pe fair to say that the well did not produce
August of 19837
not tinink so, no.
That would not be talr?
[T would not be rair.
Wnen did the well first produce?
personally do not Know.

well hooked into anything that could use

state that either.

ot 1983 or beforeT?




§17.000 of the 530,000 was the cost TO drill the well.

what's the other §13,0007
Te run the pipeline and flow meters, pressure gauges,
that sort of thing.
what's the meter cost?
The flow meter was, I think, in excess of a couple
thousand bucks.
what line are we talking about rumnning?
Wwe're still working with (Inaudible.) Manufacturing
concerning that. They are the people who manufactured
the burner.
Sc what- wa're looking at here is running line from the
existing well to the burner and then re-configuring the
use the gas?
nothing to do with re-configuring the
just nad to do with running the pipeline
sepening well. Noel Horn said that he would
5§8,000.
at we're talking about running here

to the plant?

axpecting that that would be a cost

assigned to this unitc?

the 530,0007
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EXCuse mer7

IE 1t 1n the £30,000,

TE5.,
what 15 the £69,000 for equipment?
The COMpressEor was

hoa hoped to do was to be able to put

two welleg and I guess I

pressures gauges,

LN the £.

=t

$30,000 was

deepening,

uo Yy

deepeningy

ANd The equipment, 1s that

miscellaneous

S50 we added -- I

WilsCcelldaneous unrcoresean

W miuch would that be of the $99,000°7

idaed £10,000.

I think 1

I understand this

first part of Exhibit

eC only work 1f

the cost of the line?

in exceses of £100,000 and what we

that cost over to

in the equipment.

the flow meters,

things that did not have

you

Was Wrong 1in sayling that the

flow meter and that sort of thing was

That

the.original drilling of the well and then

U have a written estimate from anybody with regard

the lines

added additional

things.

correctly the numbers for the

do the second
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part because you've put roughly half of the cost of the
compressor on the second part as well, right?
Correct.
50 1f you didn't do the second well your well costs on
the first one would go up by another $50,000, correct?
Yen.

it would be at $£159,0007
That 18 correct. But like I stated, that MacConstr-
uction would absorb anything over.
['m JuUsT trying to get at your costs. Now, which VVH
do you have in mind here with regard to the second half
of the this Exhlibit =sC7
We would need cooperation with Island Creek or Consol,

whoevelr had the records and drill logs of the two

welln, One 15 cased. The other 18 an open hole.

0) this point you don't have one of them in mind?
Ahs far as == no

Thi ) ] 0 1n equipment, I assume $50,000 of that 1s
the hall of the compressor?

Vo

ANd thén we've got $41,500. What's the rest of that?

'her dapproxXimately 25 for pipeline.
A\l where 15 that pipeline going to go to and from?
witll to the asphalt plant.

And taat'c a cost you feel is failr to put in the

95




equation he+r=~

Yés.

what's the balance of 1t?

What we had, 50 and I said approximately 257

Rignt.

¢16,500 which 10,000 of that was for miscellaneous.

We would have a flow meter there which would take two
ro three thousand of 1it.

whar would the rated capacity on the output side of
this compressor be?

Wwhat we originally had spoke with was 80,000 cubic feet
per nour with a discharge pressure at the burner to be
13 PSI.

what's going to fuel this compressor?

we'd spoke of having an electric motor.

y “he 5100,000 bid on the compressor wab for

power which I believe after speaking and
ing with Halk Manufacturing that could possibly
just a little oversized.
Has MacConstruction been paying severance taxes to the
regard to the gas 1t has extracted from 1ts
Over thas yearst

nhaven'ct.

s¢ the well currently produce water or liquids?




Yes.,
And what do you do with that?

We have them stored on site.

when you run out of storage space what do you do with

: Ly el
We have watered our roads and used it for snow removal.
Do you know 1f that's legal?
I have found out within the last year or even sooner
than that that we need a permlit to do so0.
Have you applied for a permit?
we naven't applied for a permit but we have == the
warer 15 being tested presently. We should have gotten
that sample back prior and as far as for the applic-
ation tor the permit I think the test for the heavy
metals and salt and all that need to be on 1it.
what kind of a permit have you been told you need?
011 and Gas Act. I can't pull it out of
basically what 1t 1s.
injecting that water into a well?
\re you planning on doing with it?
1T did not pass the current limit-
would have to inject it into a well or
naul 1t to a treatment place. But if it was within

the proper certain boundaries we could have it condi-

tioned and use 1t for dust removal or snow removal,
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If you have to inject it -- 1if 1t turns out it doesn't
pass the test and 1t has to be disposed of either by
injection in a well that you all own or somebody else's
well do you plan to obtaln a permit for an injection
well? What are your plans?

Mo. we do not plan on doing that. I think we could
possibly get rid of what we produce another way that
would he a lot less expensive.

And what's that other way?

Possibly we could work out something with Buchanan
oroduction, Consol or whoever as far as one of their
injection wells or find someone who could treat the
water.

Do you Know that there are commercial companies that

you can pay to inject your water?

sou don't know that they're available and you don't

know what that would cost?
With regard to charts, assuming you eventually get
eters on one or more of these wells, do you understand

rhars metars have charts?
possibly. Like honey well charts?

Hlave you evel seell a gab meter?

a8
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M.

i

A.

TH
B -

0 you don't know whether or not they have paper

1 would assume possibly they could.

Wno would read those charts for you if reading charts
was necessary?

i thank I could possibly learn to read a charec.

Who would do the royalty accounting?

i'm sure 1f we could not handle it inhouse we could
hire the proper people to be able to handle that task.
-5 that something you really haven't thought through
yet?

NO, wWe haven't.

How about cost accounting, 1n terms of deducting costs
that might be deductible 1n terms of royalty? Wwho
would do the cost accounting?

well, we could do that inhouse but I'm sure our
accountant would oversee us.

Do you have any moneys 1in your Exhibit &C estimates
With regard to separators or other equipment or tanks

to deal with produced water?

that could fall under the miscellaneous.

1g0t. But nothing specific?

99




rhe event that the mine were to reopen could you
tell me whether or not you would expect that that might
impose additional responsibilities on the operator with
regard to either one of these wells and 1f so, what

some of those additional responsibilities and duties

might be?

I would think that it would impose additional respons-

1bilities and I'm sure those responsibilities would be
to conduct operations or stop operations to make sure
that the mining could be doné i1n a safe manner.

Do you have any money in your estimates with regard to
OxXygen content monlitoring equipment with regard to

telemetry that could shift a vent -- shift from

producuLion to ‘L'E-ntlhfj?

5f that were required you haven't provided

than in terms of the miscellaneous

all I have, Mr. Chairman.

Any questions at this time, members of the

betore redirect’ You may go ahead, Mr. Bragg.

JUET a4 tew questlions.
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REDIRECT EXAMINATION

BY MR. BRAGG:

0 Mr. McClannanan, Yyou referred to discusslons with JW

operating regarding the possibility of recirculating

gas that was eXcess gas, 15 that correct?

A Yes.

Q. who 15 JW Operating?

A. They are a company Wwino design and build compressors 1n
Ooklanoma City for gas and oil.

Q. And was that a suggestlion that they had made to You
with the capability of theilr equipment?

A. Yes.

1+ something that you were planning on dolng?

's not something that we Were planning cn doing but

was Jjust sometning == 1t wWas an alternative to

-- their compressor would produce 80,000

hour ana 1f we were not running maximum

cubic feet per

nroduction and if we were Just heating up or whatever
that compressor would still be producing that 1f we did
not have certain valves and other pilplng. That was

ust a possibility.

. Wwnat he was dolng was describing the capability to

7
k

that

- oy .
‘_Ij.lll '1 '.F‘-:"':‘l
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A.

Is 1t your plans and 1s it your commitment to the Board
that 1f Mac 15 designated as unit operator that any
excess gas would be marketed using due diligence to get
the best price that could be obtained?

Yes.

Now, you were asked several questions about not having
a meter on your well right now and there was some
discusslion about som=one else having a 25 percent
claim. Why have you not metered the well up to this
point?

We are not using very much gas whatsoever but we feel
tnat we own 100 percent of 1t.

When you were referring to the other surface owner in

parcel one were you referring to potential claimants?

1T your position that whoever captures the gas

outside of a pooling application is the owner of the

Regarding your testimony that you will be using ten to
twelve million cubic feet of gas from spring through
early fall, 1s 1t your intention if this fuel source is
available to expand the operations of your business?
Yes, 1n which that ten to twelve million cubic feet

woluld Cake care of what we've done for the past five

|
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years. That's each year. which we would hope to
expand. We would exXpand, Yeb.

And would you be using a substantial amount of the gas
year round?

Yes, we would.

vou would be adadaing new businesses?
Yes.

New ventures?

Yes.

Creating new Jjobs?

iﬂ‘
[y I
LI}

-
.

=4

you nave been using ten to twelve million cubic feet

Fh

rom spring to early fall -- give the benefit of the
doubt and say that's six months -- and you lncrease

pusiness can you estimate how many million cubic feet

ns far as the increased businesses I couldn't estimate
ir, bur 1f we could run our asphalt plant at maximum
production we could burn two million cubic feet per
day with the plant we presently have.

And 1f yvour application is granted do you have plans

-

for increasing the equipment that you have in your
plant, replacing the burner and utilizing more gas that
wnat you would have been using in the past?
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M, McClannahan, you were asked about whether you Kknew,
1n fact, wherher Island Creek had signed the coal
leases to Consol or whether Consol had simply bought
out Island Creek. Does that make any difference to
you?

NOo, 1t doesn't.

After Island Creek stopped mining the coal and had sold
the coal was Consol the one operating the VP-1 Mine
under your property?

I thiegX so, Yes.

Is MacConstruction commlitting to handle the operation
of this unit and of any well in a first rate profess-
ional fashion and committing to this Board that if you
are designated as unit operator you will either employ
as staff of the company or as consultants all the
professionals that are necessary?

Yes,

In terms of the accounting, who 1s your accountant?
Mike Shortledge.

What Ii1rm 15 he witnh?

Cock and Assoclates,

-

Are they CPASTY

tact, Mr. Cook 1s consilidered one of the top CPAs in

the Commonwealth, 1s that correct?

104




1 . I think B0, Yeéb.

2 Q. He's been chalrman of the board that governs CPAs, do
3“ you Know?

4“ A. 1 do not know that.

5 Q. Are they capable ol any accounting that's necessary?
E“ A. I1'm sSure.

T“ MR. BRAGG: That's all.

8 MR. CHAIRMAN: Any questions, members of the Boara?

9" (Witness stands aside. )

10 ME. BRENT: 1 have a question for Mr. Swartz. Have Yyou

11“ ~ffered MacConstruction =- if you are to be the unit
12 operator have Yyou offered them a gas sales contract ==
13“ your client?

14“ MR . SWARTZ: We have a lot ot problems with them. We have
15 offered to resolve all of our problems. There's TWO
IE“ other law suits. There's a well permit application

17 which we haven't gotten into here. There's thils

18 i pooling application. There are Some octher contractual
19 agrecments -nat you see from time to time. we have

20 made a glopal proposal 1including a proposal to allow
21 || them to purchase gas at the well head at a well head
EE“ price sc that our royalty OwWners would get an equiv-
23 alent compared to 1f we transported it to Grant, wWest
24" virginia. But it's a pretty complicated collection ot
25“ problems that we have between ourselves. We have made

105
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2"bal offer tnat includes that kind of a provision
1 =i - ) L | ¥ Ty
il 3
2l bUuT You Xnow nDow things take. They always happen
the last minutes Wwe're still going toO pbe negotiatling.
3“ | =" - L S ]
3 t ' now 1if
all 1 mean, they haven't blown us OukL. I don't Kn
- 3 'y agreement or not but
5“ we're going to Dbe able to reach an ag
] L 1de
6 we're goilng to continue LO talk about 1T until one s
| -he other decides that we have nothing to calk
? ALY LiIlEe QLIS i
3 o jitions
E“ -bout. Another wrinkle here 1s =-one Ol rhe condi
a“ on that 1s that an agreement be reached with our
u“ lessors and we really don't control that. 50 there are
1 GOLE
| \ 1ot of hurdles here. But, ¥Ye5. we are trying and --
1 a L1 oL NUlL
v mean. thelr reaction was not LO say 1t was completely
12 & Tif == F %" - = i =
il torally unreasonable but they may ultimately come back
13 I-II-\.L | p—— LA d e - L=
1 ; 4
nd tell us that. We're golng LO talk to them abou
1‘ W AL = i | Ll g *
i k
5 1 EuT whether or not rhat's going TO work out I
1 1 2]
11
16 oL 110W
: YEARY -7 we were the unit operator, I might add, that
17 A 5 o {EHEET . LI E 2 T
B We W 4 negotiate with them as well.
1 . i & LA . o
| ; WARTZ o1l we're not interested 1in buying gas and I
15 I w0 P PR & F - ok = - i
II don't mean that in a testy sorl of way. I mean we
ED Ly | = ik '
II - uce a - of gas and we'Le not a buyer. We're no.
21 1 ot fd Tk L =
11
22
I‘ c the Board?
23 4 HEAIRMAN: ther questlons, members of the
2 BHEENT ou asked him about the value of his bond which
- it 3 It o ol wt Ne
I
~d.cated was §10,000. ++11 ask this of anyone. 1Is
25 1! 1= 10 aalLtoLl (1 X
h 1086
I\
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that a typical value?

SWARTZ: That will work for a well. Typically what we
have is a blanket bond because we have a lot of wells
and it's a larger number. 1It's still pretty small,
though. I think OXY's bond was $§100,000. I'm not sure
what our bond is but it's a bigger number but 1t's not
nugh. 1It's kxind of a plugging protection.

CHAIRMAN: Set by law.

SWARTZ: Right.

LEWIS: $10,000 1s set by law.

CHAIRMAN: The amount of the bond.

SWARTZ: If it's that amount 1it's appropriate. Just sO0
you guys don't miss this, I mean I'm planning on
putting Mr. Morgan on the stand for a little while with
some guestions with regard to our operations because we
consolidated these things. I'm perfecting willing to

address any questions you might have 1f I can answer

HING: I've got a question. How do you justify the

difference between $230,000 and §91,000?7 I am asking a
proper =-- I think Mr. McClannahan says that he can do
it for §91,500 and 1s not your application saying --
SWARTZ: Actually his §91,500 assigns $50,000 to the
other well. So he's really at §159,000 1f it's a stand
1lone, I will tell you without going back to my
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~mnlication the $230,000 definitely contains §60,000 or
more for fracturing and simulation. So that $230,000
immediately goes to $170,000 i1f you're not fracturing
*he well., So they're not going to be fracturing
their's presumably or at least they don't nave fracture
costs in there. Also they're building in a $17,000
drilling cost from thirteen years ago. We can't
currently drill a well for s17,000. I suspect that
that's an explanation for a lot of it. But the
difference 1sn't as gross as it might appear at first
plush. I mean, we're talking current drilling costs if
we were to drill a new well. The other thing that -- I
think the better well to look at for comparison
purpnses -- I don't know this for a fact but my guess
s we would be more interested in a gob well because
the production potential 1s greater, we know that

historically, than the frack or non-fracked wells. 1In

therr cost estimate that you're looking at today that's
591,500 there 1s no cost assigned to that well bore.

We: assicn a value to these well bores and if you assign
a value of roughly §50,000 to the well bore =-- I mean,

it cosi somepody something to drill it and case 1t and
cso on and so forth. Typically when you lcok at one ot
our gop wellg == ] aon'tc Kknow 1t You I‘EH‘IEIleEI‘ thlﬂ, but

cypically we're in the 130,000/140,000 range for a gob
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well., So I think our numbers kind of compare to

their's. I'm a little troubled by the compressor. 1f

vou add the compressor to the gob well and assign some L

valiue to the well -- I mean, they're probably higher
rhan we are but they're not all that different when you
look at the gob well. The difference 1in the gob well

-

15 they're Just not assigning a value to it. It's 1n

~aro. 1 asked him what tha components where and
he's putting 1t 1n at zero.
CHRIRMAN: f course, we consclidated two cases to hear.
Do you have anything further as to your application?
SWARTZ: I would like to put Mr. Morgan on the stand for
a wnile. I suspect he will be the only wlitness.
YEARY: A5 just a rule of order or procedure, Mr.
chairman, 1t's my understanding that that application
rested on October 15th, 199%e6.
when I rested there wasn't another
So to the extent that a subsequent
has been f£iled I would move to reopen if I
would offer Mr. Morgan in this application
hearing as a witness that I'm calling. I don't
makes a big difference.
4R. YEARY: As a point of procedure I think that there 1s a
difference because I recall we even asked for a

continuance and there was no continuance and 1t was




close
RIGGS:
YEARY .
RIGGS:

YEARY :

SWARTZ:

Gs:

nl
MR. CHAIRM

COURT

o =
L1

A1 TNEE

. W=
LesLll

REPORTER:

s believée ThAT was the case.

-

There was a continuance. The stay Wwab denied.

l_:]h,q..'-':'-* .

~he continuance was granted.

But the hearing was closed.

'r was continued to today's date.

And re-advertised.

AN : t's properly before the Board today.

(Swears witness.)

CLAUDE MORGAN

who. after having been duly sworn, was examined

1ead follows:

s

DIRECT EXAMINATION

name tfor the record, please.

Morgan

your dutles for Consol, Inc. 4o you particis

“he activiCies necessary to act as professional

¢ar Buchanan Production Company?




10

1

12

13

14

15

16

17

15

21

24

25

A,

1 have som@ general questions for you today about
marketing, transportation, operating, those kinds of
185ues with regard to coalbed methane. How many days a
yvaear does Buchanan Productlon sell gas?

365.

Recently what are the volumes that Buchanan Proauction
has been selling on a daily basils?

In excess of 40 million cubic feet a day.

That's within the last couple weeks?

Were does Buchanan Production sell 1ts gas? AL what
polnt”

e 5 1t into the Columbla Interstate line at Grant

It Eell:;
1Nl wWest Virginla.
How coes Buchanan Production get 1ts gas £rom Buchanan
County to Grant, West Virginia?

tlows through two different systems. One system
operated by Oakwood Gathering which gathers the gas
trom the various wells own and operated for Buchanan
Proguction. The Oakwood Gathering moves the gas into a
L ar g Lgaelr pressure sixteen inch line running from
Buchanan County to the Columbia line in West Virginia
nat 1s operated by Cardinal States Gathering.

Buchanan Production Company a partner in cardinal
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No.
s Cardinal S5tates a company that operates basically
one line and assoclated facilities to get gas from the

Oakwood Gathering system into West Virginia to Grant?

It gathers gas from Oakwood Gathering as well as

pocahontas Gas Partnership.
Typically in terms of royalty where 18 the price =-
what point 1in the lines or in the transfer 1s relevant
to price typically in computing royalty?
The price 1s the sales going into the Grant line less
allowable deductions.
Does the price into the Grant line vary during the
VYear?
VEry much 5«
As a general rule when does it tend to be the highest?
puring the winter months.
And wnen does 1t tend to the lowest?
montls.
rluctuate by as much as a dollar or two during
of a year?
M'wo dollars 18 not uncommon.
Have you seen that kKind of a fluctuation thia year,
19967
, We have

Fuchanan Production meter the gas from the various
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wells that 1t has?

Yeg, 1t does.

can you tell me whether or not there are charts
apsociated with those meters?

There are two LYPES of charts. One 1s an electronic
chart which gives you an electronic readout. The other
would be a Barton chart or sometning of that sort which
deoce have a chart that requires integration.

tn an overview gense could you describe to the Board
how 1t is thart the gas from the wells 1s metered, data
from the charts is collected and processed so that you
have volumes and you're able to calculate royalty? In
1 general sense how does thls WOIrK?

There are several sets of meters to be monitored, as I
thiil Max alluded to, a couple of different meters.

sach well head will have a meter which 1s maintained.
Wo o have measurement specialists on staff whose job

nothing but to maintain those meters, calibrate

thot srers periodically as required for custody
rransfer and to collect the charts, assimilate the data
and se ! , contractor that allows for integration of
~harts. In addition to the well head meter there
may also be a meter from a centralized compressor area

nd tnen tnere will be a meter where Qakwood moves 1nto

[ yrdinal system and there will be a meter where the
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1 cardinal system goes 1nto the Columbia system. The

2 volumes are allocated back from those meters back down
3 the line to the individual well head. As I said, the

4 cnarts are collected monthly, sent to a contractor who
5 integrates the charts, factors 1n temperatures, factors
6 in measured BTUs to determine a BTU rate to be allocat-
7 ed back to the well head. The results of that inte-

8 gration 1s then transferred to a separate company who

9 15 doing the royalty accounting and reporting for the
1n“ E volumes produced.

1 Q 'n terms of cost accounting and the calculation of

12 royalty can you tell me whether or uot the Board orders
13 and many of your lease agreements allow for certailn

td" deductions to be made in the process of calculating

15 royalcty?

16 i\ Yes, they do.

17 Q0 whar are the kinds of things typically that -- if there
18 1s a provision for deducts what are the kinds of things
19 vypically that you would be deductling for?

20 There would be transportatlion dequcts. There are

21 | ieducts in many if not all for the royalty owner's

22 share of severance Transportation deducts being the
23 Primary

24 [, transportation -- are you including compression and
25 gathering 1n cransportatliony
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Consol on beahalf of Buchanan Production or

Oakwood, as you understand it, account for those kinds

of costs so that they can be calculated and utilized in

royaltysd
Vas
And are those costs then passed along to the company, a
third party, that does the royalty calculations?
TeH,
in terms of avallable places to sell gas can you tell
me why tnis Oakwood Gathering system was constructed
and created and the Cardinal States was constructed and
creatéd 1n the first instance here?
{farkets for the gas didn't exi1st in the Buchanan County

the capaclitles that were being made avalilable.

aid pipeline capacity exist in the Buchanan
Cransport the gas out.
.£ you didn't build pipeline capacity

Jas and you couldn't get it to

N4d any interaction with Virginlia Gas recently
m talking about Virginia Gas, the utility --
I' nas anyone on behalf of Buchanan Production

‘e aware of had interaction with them thisg




“andar year with regard to whether or not they need

=

gaBT

There nave been discussions with virginia Gasgs on the

potential supply OL gas and they have EHPTEEEEﬂ no need

for any of our gas.
virginia Gas has a sister company that's a producer,
does 1t not?
fes, 1t does.
ther= other pipelines with avalilable capacity 1n
the i1mmediate vicinity of Mac's well or the N-13 unit?
No, not that 1'm aware of.
Wwhat's the closest one you're aware of?
C&G has a line on Dismal in Buchanan County that would
be, I would say, in excess of ten mlles away.
at's the closest line that you can think of at
point that =--
Other than our own Oaxwood Gathering system,
Oakwcocod gather ror?
Gathering at this polnt 1is gathering ror
Proauction and gathers a small amount fol
Gas Partnersnilp.

anybody elsa?

nere while Mr. McClannahan was testifying
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Yes.

Did you near his description of potential plans to
deepen the existing well by the asphalt plant?

Yes, I did.

Has Conscol attempted to map that well location 1n
relation to the mine under unit N=-137

Yes, wWwe have.

And where do you map that well location in relation to

It 1s either in or on the very edge of an entry in the
mine -- directly over the entry or directly over the
very edge. TIf it was deepened it would either be 1in

Ln= entry or on the very edge of a pillar beside that
entry.

There are some exXisting VVHs also in the N-13 unit?
185, There are.

ACe They over a longwall panel?

Yes, they are.

And what panel 18 that, 1f you know?

I don't Know the name of the panel. It's the most

rtnern panel in that porction of the VP-1 Mine.

=]

- v . - ) =
Ana ha that pan2l been mined out?
fag, 1t has.

would have gobbed at this point?
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and those VVHs, 1f they were to produce would those be

acrtive gob wells as that term 15 used in front of the

Boarad?
Yeos.
mhe mine has not been sealed. So we'd be talking an
active gob situation?
That 1s true.
could you describe for the Board the kinds of things
-hat an operator does -- Buchanan Production does
because there 1s mining in relation To MOSEL, 1f not
11, of 1ts wells in relation to mine safety issues?
when vou're dealing with a8 gob the primary concern 15
the satety of anyone withlin a mine. Even 1f an area
were sealed there 1s still much concern with keeping
*he pres: TE
thie pressure builds behind the seals the methane will
migrace into the mine and become a safety nazard. In
area it's definitely a big consideration.
sort of shutter a little bit when I hear
-alking about pumping methane back underground
of these holes. rf{ it's going into a gob area
higgest concern 18 Keeping the gas out of the
pumping gas back into the mine. And we would
wtremely concerned with someone else trylng to

o0 well in one of the mining operations
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hbecause of the controls that have TO be in place the
monitoring of the mine atmosphere, the monitoring of
the wells to maintailn the safety underground. It's an
extensive monitoring syslem. I'm talking computerized
systems TO monitor the conditions underground. And
controls on the surface to requlate the wells such that
conditions underground do not deteriorate and impair
the safety of those working underground.

7o Buchanan Production wells produce water?

Yes, they do.

and how does Buchanan Prcduction dispose of that
produced water?

injection wells permitted through the EPA.

our of Philadelphia?

¥

g4

noes Buchanan Production spread 1t on the road in the

ro keep the dust down and 1n the winter to melt

i |
=
=
-
"

1'1.- -.1-.‘3':.
L e - L

'an you do that?

noes Buchanan Production pump gas back into any well or|

in you do that -- forget mining safety for a minute,




but can you do that in your judgement without a special
different kind of permit?

really don't see how you can pump gas back into a
well unless you've got a storage permit and I'm not
aware of any storage permits in conjunction with an
acrtive producing well.
Any gob well which might produce out of the longwall
panel that 1s under part of N-13, how would the
royalties associated with that gob production be
allocated?

have to be allocated to all of the

that panel. In other words, 1f there

thiere are s1x units that would be

Appears to be six units over that panel. The

Yy That was under the 0Oakwood II Rules would have

dllocated to the owners in all s5ixX units in
» the area of the longwall panel that's
those unilts.
you participated in pooling applications where
1anan Produ on has sought to pool one or more

gob production?

familiar with the fact that under those
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circumstances Buchanan Production Company has had to

estimate 1ts projected costs?
Yés.
And typically does Buchanan Production Company estimate

costs for just one of the six units or all of them?

-l.:
=

1
For all of the s1X units.

And then typically does Buchanan Production Company
allocate the total cost of developing all six units to
the s1X units?

Yes.

Has that been done here by the applicant, MacCons-
truction?

n see no provisions i1n that application for that.
In looking at the title and the plats -- let me ask
you, are you familiar with Buchanan Production's

application here even though you didn't do 1t yourself?

1 have roviewed 1T.

Looking at the plat map =-- just looking at the one that
accompanies the MacConstruction application, there 1is a
tract i1dentified ag Tract £1. Do you see that?

it above Webbh Branch?

8 U your understanding that Mac 1s not claiming any

intores: 117 Liial '.1',1.'."1?
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J.

From reviewing thelr application I can see nno claim to
that interest.

Is it vour 1mpression from reviewing thelr application
that the royalty with regard to Tract 21 would not be

subject to escrow and would be currently payable?

BRAGG: 1 object to what his impression 1s.

CHAIRMAN: Sustained.

(Mr. Swartz continues.) What is the reason why rovalty
15 escrowed?

where there 1s conflicting ownership claims.

In looking at Tract =l 1in the MacConstruction applic-
ation ana the exhibits that they have submitted with
regard to Tract &1 doeg the MacConstruction =-- speci-
fically Exhibit zE which 1s part c¢f their application -

- do they show any conflicting claims with regard to

tnere are no conilicting claimants would royalty
Lhi=n pe payable on a current basis?
Vet
Does Island Creek Coal Company still exist?
Yes,
Have the Island Creek coal leases been just (In-

audible.) assigned?
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what would happen if that were done?

We would probably be declared in default of the leases
because some of the leases, I'm sure, do not contain
the ability to assign.

wouldn't you agree that most of the leases probably
daon't?

That's possible.

leases with Yukon Pocahontas and the other
companies, do those leases still -- are they still in
force and st1ll in the name of Island Creek Coal
Company?t

Are you referring to the coal leases?

185

Yes.

Have the agreements -- I'll say when I'm using the word
"agreements" I'm talking about Plaintiff's Exhibits a2
wlilch were between MacConstruction and Island

Have those been assigned by Island Creek to
gomebpody?

ire still i1n Island Creek?
SWARTZ That's all I have.
CHAIRMAN: Any questions, members of the Board before
Go ahead.

M Bragg or Mr. Yeary cross—-examine?
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~=~a5-EXAMINATION

YEARY :

14

g
rJ
]

Mr. Morgan, you're with Consol?

Yes.

what 15 the relationship of Island Creek and Consol?
Wwnat 1s your relationship to them -- or what 1s the
relationship of Consol to Island Creek?

I'm not completely familiar with the total corporate
structure. I'm an employee of consol, Inc. which 15 an
operating entity within the Consol Energy group.

so 1f Island Creek 1s still an exXisting company then I
take 1t any agreements that anyone would have with them
would be =- Island Creek and anyone else would be bound
by them, correcty

rsland Creek 15 s5till an existing company and -- I

won't speak from a legal standpolnt, but Island Creek
g an ex1s8ting company and agreements were signed by
1 an ek

rs conzol a stockholder of Island Creek?

T'm not aware of the corporate transactlons.

Do you know 1f they are a stockholder of any kind?
Have you heard that?

not know the corporate structure for the purchase
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of Island Cre~’

O Is Island Creek producing any coal?

A Yes.

Q. In the BRuchanan County ‘areart

A Yes.

Q. The VP-1 Mine, does Consol operate that for Island
Creek’

A. The VP-1 Hine 15 1dol Tt 18 being maintained on an

1 NnaActive status. There ara conslderable reserves

el e

remalning in the VP-1 Miline, 50 1t's not being operated

at this point.

0. who 15 managing 1t?
Fi There 18 a staff at the Virginia operations office who
L6 responsible tor that. .

who 1dled 1t, Island Creek or Consol or who?
ITsland Creek was still operating the mine as an
operating company when 1t was idled.

Who's in charge of 1t today?

1. | ANO I'_":|i-rl.i.__

Now, does Buchanan Production =-- what's your relation-

shilp to Burhanan Production?
L, Inc. 18 the operator of Buchanan Production

1 I I:“'I‘ill.lnJI

L ire Ltli€ operatcor.
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Do you Own part of 1r?

NO.

Bucnanan Production, does 1t obtaln gas from any other
gources other than 1ts own -- 1LSs OWI wells?

Na.

Do you ever buy gas from anyone else ==

M
-- other Tthan your own companles?
Rignt.

you say that this Oakwood Gathering system 1s owned by
who?

Nakwood Gathering was a separate company. And I can't
remember the corporate tree, how 1t goes. But Oakwood
Gathering was purchased along with Buchanan Production
by a subsidiary of the MCN Corporation.

These are people 1in Detrolt?

Y i=3.

and kwood Gathering lines, they extend Tto West

' ginilia

NoO

EFow 1 r hey go *ra7

Tl vewood Gathering lines extend To a COmpressor

-ati0on -- LwWo compressor stations connecting to the
cardina >tates system.

Wwhere is the point of beginning and the point of end of

126
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Oakwood Gathering?

There's more than one. There are many.

well, 1n relation to the property in this unlt 1in

question what's the closest end of the pipe for the

Oakwood Gathering system?

Are you talking about the inlet end?

Yes, B1r.

At this point that line is probably about -- 1'd say

two To three miles away. We are actively obtaining

You do not have all the right of ways avallable at
tima7?

We have some right of ways acquired and others are
being worked and =--

~—
L 1

you do not?
-= FOMEe are permitted.
And others you do not, 1s that correct?

There are others that are still being worked.

Well, the guestion has a simple yes Oor no answer.

right of way and permitting for a line into that area.

this

AT e

Other proparties that you cannot cross to get to this

won't say that. I1'll say there's properties we don't

27
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have a right ot wav =~
Do you intend to JUSLT goO across them without a right ot
way?

would say that there are property rights associated
with them that may be uctilized.

you're saying rignt now you could go up there

wilthout guestion?
r won't say without guestion buc 1'd say there are
agpportunities to remove this gas.
Well, we all have opportunities put can you legally go
ip there today and lay a pipeline all the way?

ion't have the permits 1in place at this time for all
of 1t. Portions of it I do.

cu do not have the rights of way from the landowners,

b .:,‘; L
here is not a right ot way, per say, from every
landowner. I think 1 should clarify a little bit. wWe

ntend to do right of ways with every landowner
property rignts. AT some POINTt We
yroperty rignts Vversus right or way

on and we make a determination then whether

al acquisition 1s necessary or whether we have
.utric1ent rights to go ahead.

No you ever have an ocCAasion where landowners won't let

across their land?
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Do you have the rTight of eminent domain?

NO.
Do you know whether Oakwood Gathering or cardinal
states 15 1in public utility or a carrier -- a public

carrier?
They are not.

Can cardinal if 1t has capacilly refuse gas distribution

to others?

I don't know that.
And Oakwood?

I don't know that.

ed something about this gob unit and you

=g
i
| =
|
ks
[y
i
&%
ri

-d ar MacConstruction's application ana it did not

that they had calculated if you're going into

ApPppPpedl Lildi.

n=her units -- what was 1t you called that, a gob

Tt'e active gob under the Oakwood II Field Rules.

-

spplication did you calculate that 1n your
would thart he a separate calculation?

method for allocarion of that to the

You . not do that in your application, however, did

considered these other units 1in your
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The $250,000 was an Oakwood I estimate, I believe.

So that was just for this 80 acre unit, correct?

That was for a frack well, not a gob well, the $250,-
000 A frack well is not allocated on that basis.

S50 what you submitted to this Beoard in your application

lso did nort consider these other outslide areas, 1s

I would have to review the application to see what
vou're talking about there. (Pause.) This contains an

estimate for a frack well that would be drilled in the

O the answelr to my question would be that you all
likewise did ncot consider the allocation of royalties
or cost or whatever in these sixX other unlts that you

were talking about in response to Mr. Swartz' quest-

dn't do that either 1n your application,

&
-
.
—
el
-

you? Is your answer no? Would you answer the
1esTion 1, without =-
I'his 18 a frack well application. This 15 not a gob
The answer to my question would be no?

P

racr. well you do not allocate the other unics.

your application did i1t not request under the

1cading "reliet sought" number two for unsealed gob

1a8?7 Was that part of your application?
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I've

I cal
on Fa
YEARY:

quest

quest

having to back up and read.

1 your attention to Page 2, Paragraph 4 continuing

ge 1.
EXxcuse me. Could the witness respond to the
tons without assistance of counsel?
He was not advising me on the answer to your

1011, I think I asked for time to review this.

CHAIRMAN: Mr. Yeary, you and your client had discussion

back
| ML .
third
JKay.

‘Irl"h ;

and forth and I don't consider that inappropriate.
Yeary continues.) Page 2, Paragraph 4, about two
5 the way down the page.

Are you in the application?

Where it says "Relier sought”™.

And where 1t says, "Applicant requests the Board issue

all olrde

I providing as follows:" Do you see that?

fr][ "

agraph A, B and then sSub-paragraph 1 to B and

continuing on the next page it mentions

lied gODb gas, 15 that correct?

Jjas from any well located in longwall

you look in there where it talks about the

gas 1t does talk about allocating that




1 production to the other unire
2 _ Did you put that 1in costs?
J I [t nays to establish i1n the formula for division of
4 interasts fol production, revenue and costs as follows.
5 tem two says for unsealed gob gas, amount of produc-
6 tion produced {rom and attributed to each B0 acre unit
7 Nall be the 1r'atlo eXprepsed as percentage of mineral
B acreage (Inaudible) on the surface which is both in the
u" affected unit and the longwall panel that bears to the
10 taolal mineral acreage (lnaudible.) on the surface
"Il ontalned within the entire longwall panel effecting
12 uch 80 acre drilling unit,
13 J you're again talking about the 80 acre drilling
14 TR
15 Eut allocated to the different in accordance with the
tﬂll percentage contained within the longwall panel.
17 Jid You consider in your costs uUsing an existing vent
il hivla
10 FHAT Wi ot a part of this estimarte.
20 w 'dinarily be cheaper?
21 r Wi wer NG an axisting vent hole we would
22 I | ‘ L o to have a value that would be
| OCATEad a8 parc of the cosat.
24 I you were willing to just give that value would
25 " rhat ne! nNg the cost down?
I
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;suming that you are not going to allocate that and

charge the royalty owners with 1T -= EO We start off at

sero basis in 1t then the cost of production Irom that
vent liele would be substantially lower, would it not?
It might be.

Than drilliing a new well?

The actual up front cost may not be but when you're
looking at a unit and production from the unit you
don't jJust look at the cost. You look at the produc-
1ol potential from the well. And on a unit of

iroduction basls 1T may o may not be cheaper.

Wes | agpuming everything else is equal is 1t not

rAdinarily substantially cheaper to go in a vent hole

o1 existing vent hole than drilling a new well?

suming everything else is equal.

The actual drilling and so forth and substantially?

Aenuming everything else is equal.
\T's the assumption 1n the questlion,.
W) I vhink that's his way of saying yes. Are you
i Ling nim yes/!
ITNES Yes, aspuming everything else 18 equal.
v t''n a4 bl \sEumptlon.

M1 feary continues.) And you have how many of these

hols Oon this unit already existing?
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A

Oon this un-

Yes.

think there's three on the unit. A vent hole does
necegsarily have to be on that unit to produce that

unit under Oakwood 1II.

Do you have any definite plans as to where you're going

to put -- on this unit as we pit here today where

you're going to put a well?

We are building toward this area. We are working those

plans as we o,

S0 you have no definite plans as of this moment?

The definite plans have not been developed.

Do you have any gduarantee as to when you would comm-

ence?

I have no guarantees. We do 1t by the same one year

ruling as you have mentioned.

[) sou know Elizabeth McClannahan?
Were you, in fact, not notified by Ms. McClannahan of
AL utoranding vertical vent holes, wells, and consent

srimuLlate agreements 1n regards to closing the

TR0 1 mhakp !:r‘fI]T

You deny that, do you?
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Did you go up on the property to look at it before the
closing?

I did not persconally. I was --

Did others?

I don't know tnat anybody was on the McClannahan
property at that time. It was a blg property.

5o they may or may not have been nowhere on 1it?
I'm not aware.

D<d you ask anyone from Island Creek are there any
outstanding vent hole agreements?

No, sir, I dian‘'t.

Or such similar agreements, you didn't ask them that?

Did you ever ask "Give me a copy of ~1ll your agree-
ments" before you closed this deal?
] don't know thartr we asked for a copy of all the
\qreements before we closed the deal. There was a due
diligence done. Whether anybody reviewed these
agreenents or not I'm not aware of anybody doing so.
¥ on't know whether you asked for the agreements
nd 1f you did whatever you got you don't know if they
Wakead At them or not?

“1rom personal knowledge I do not know. I will not

'EARY: Thank you very much. That's all.
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BY

CHAIRI

{AN: Any questions, members of the Board?

SWARTZ: 1 just have one area.

REDIRECT EXAMINATION

MR. SWARTZ:

I-L"

| |

dall

1nk you 1indicated that Oakwood Gathering was two toO

away at this point?

into a discussion of rights of way?

agreement?

@ll the Board whether or not you can lay
l1nes under many of the leases that you all have
what I was referring to and that an analysis 15
an attempt to deal with all surface owners

An analysls 1s done of our leases to lay

when you say analyzing your leases, typically you

have a lease from an owner of a severed mineral

nterest?

T'H al

'8 rignnet.
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fhere's a term "mining rights" in terms of severance

deeds. Are you familiar with that?

Yes.
Is that what you look at, your lessor's mining rights

unaer thelir severance deeds to determine whether or not

you have plpeline rights under your lease?
we look at the mining rights as well as any oll and gas

rignts or any other sort of mineral transfer that was

made.

Your Iirst attempt, though, 1s to obtain a right of way
from a surface owner?

TNat 15 correct.

Have you analyzed your mining rights at this point to
pe able to say one way or the other whether they extend

the entire two to three miles?

WARTZ: That's all I have.

RECROSS-EXAMINATION
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anticipate being in there and producing. We have
permits coming 1in on conversion of VVHS in that area.
Some permits are in place. So that work 1s ongolng
actively.

My question 15 can you rell us as we sit here now what
ronth the line would be up there if you -- assuming you
have the legal rights to get there?

] would anticipate being there within s1X months.

would you be goilng there anyway but for this permit?
S1r7?

1f you didn't have this permit would you be going there
anyway?

which permit are you referring to?

The application for what we're pooling =-=- this pooling

application that you're asking for today.

would you be going to this area anyway?

re question. Mr. Leslie Arrington, 1S he still
With V¥ company?
rll-I
AR Thank volu.

ATRMAN: We've consolidated these hearings as far all
riie testimony qgoes. It's not easy to do a consolidated

ot e . thouon. So 1 think what we're going to have to
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Q. you're saying, sir, that you have the legal right to go

across =verybody's land for that three miles?

A. That 15 our legal i1nterpretatclion.
W, Are you a lawyer?
A, I did not say I was. I said that was our legal

interpretation.
Well, I'm asking, are you?
I am not. You should not ask me a legal question.
well, did vyou not say earlier that you did not know
whether you had the rignt or way =--
A . 1 said an analysis of that was done.
So you deny makling any statement here about t2n minutes
Aago that you did not Know whether you had any legal
rights to go all the way or words to that effect?
I can say I remember exactly how I said i1t. I think I
emember saying that we do an analysis of it to

srmine the rights after we've exhausted all of our

Ale there anv present plans as we 51t here now as to

Sl 1at line 18 going to be == will be put to this

elnindg schedule right now. Money has been allocat-
project for a vyear.
Y ion't know when that might be ==

L \r'e activaely working that area right now. WwWe
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70 a5 a Board 1s make a decision on the applications
separately and vote that way. I think we've heard all
vNe evidence and I would just take them in the order
they're on the agenda today. As to petition from
Huchanan Production Company for the poeling of a
coalibea methane unlit N-13, docket number VGOB-96/09/17-
1555, what's your pleasure?

YEARY: May we have a chance to present a statement to
the board:?

CHAIRMAN You want to do closing argument?

YEARY: Yes, sir.

CHATIRMAN: faat's fine. Do you want to do them both --

st1ll stay ct Llaated before the Board votes?
WARTZ: My closing argument on my application is about

! ccCond
HAIRMAN 0 anead and do it and then we'll hear from
M1 Yeary
WARTZ: I think you've got a pretty clear choice here
HeiWesn a company who knows what they're doing and some

YeGple who don't know what they're doing, who have
plans but don't sell gas every day, don't buy it
/ey day, don't have meters, don't have people in
¢, dump water on their roads, don't Know that you
ump gas back into the ground. I mean, they'rea

lhice tamily. They are nice people. This is a
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wagg. It's a dangerous business. It involves

other people. It involves accounting for royalty,

accounting for production, whether or not 1t's Just a
little bit of money. And I think you're dealing with a
responsible operator who sells gas every day. Nothing
has to happen for them to be able to sell this gas
other than to extend their gathering system which they
are extending anyway for this gas to get sold in the
market place in an arm's length transaction. And I
think it terms of protecting the owners of Tract £1
where there 15 no dispute that somebody else owns 25
percent of this unit and it terms of making sure that
the money 15 set aside and this unit 1s prudently
operated for the other owners when title is resolved
ne other 25 percent of the unit I think it's
clear hera you need to go with Buchanan Produc=-
ompany and Consocl to have some assurance that the
unting will he done appropriately, safety issues
e addressed appropriately, permitting will be
.ned when 1t's necessary. That's my closing.
I'st, wa nave a very responsible family. Wwe
responsible company that's been in exist-
37 to 38 years. We have a golden
to do what not is good for this

L8 good for Southwest Virginia and the
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State of Virginia at Large. The same arqument, I
suppose, could have been made back in the 50s -- there
probably ones of us that are old enough to remember
when we had a (Inaudible,) situation of a large
absentee coal companies through out Southwest Virginia.
I guess the argument could have been made then that no
local people had the experience, the expertise in doing
something certainly equally dangerous as coal mining
should be involved. But 1in the 708 when the local
people 1n Southwest Virginia, Eastern Kentucky, in the
coal mining areas of Tennessee were finally at last,
after o decade, able to get the opportunity to develop
hedir coal resources then we began to see a total
change 1n the economic picture of the coal fields
hecause at .ong last moneys were not being drained and
piped out of the area and shipped out of the area to
ndon, to New York and where ever. But the local
peaplie were able to put that money back in to employ
! Aeep that money 1in the local economy. We've seen
Lt tfected all of us, even many of us as we sit
lay 1n this very room. Abingdon as we know it
v+ Wwould not exigt but for that situation and that
inge 1n the attitude. Bilg Stone Gap as we know it
Y would not eX1st. Our community college system as

P now 1t today would not exist but for that. I'm
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sure that same argument could have been made then about

those good meaning and nice paople that Mr. Swartz 1is
making teoday. We see the whole change in what has
nappened to the economic shift in terms of how it's not
just helped the local mine owners but also it is now
extended out to the people at Large in the communities
far away trom the coal fields, even as far away as
ADlngdon, Bristol, Kingsport and sSo on. Now we have a
Ssimi.ar opportunity here today and I would say =-- I'm
almost due to explore this. Coming from the coal
tields this 1s very dear toc my heart and I think
probably we can all see thilis and we can see what's
Nappening. We can almost see a replay of what happened
4 hundred years ago and now we have an opportunity in

e benefit of history to see that it doesn't happen

jalll and to see that others in the area have the

PROrtunlty because 1f they do 1t's not just Mark
McCliannahan pbput 1t's for the people at Large. We have
| situation nere that immediately we know what will

Pen here, that we have a company that can stay

fpetitive, LT can stay competitive and stay 1n
Buchanan County. It can continue to employ the people
ln Buchanan County that it presently employs. It can
ontinue To employ the people in Buchanan County

liougnout the winter months that are currently going
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to be on Welfare or some type of government program
cnroughout the winters. That will lmmediately change.
That will not change with the Sltuation with Buchanan
Production because it will be adgaln -- the profits will
be eaten up along the corporate bureaucracy that we've
S5€€en and ultimately go into the pockets of Peocple in
U2trolt that own this MCN. What you also see is that
oW not only will this be competitive but they will be
allowed and they can expand -- because now they have a
Very lmportant ingredient to the Sltuation. That is

~iey will have avallable the fuel source for the first

¥

lne that's now being piped dawWway and they can get it at
a cheaper price and then they can employ and expand
their industry and employ more people. This could be

d Model, not just for -- and what's 50 eXclting abourt
Lhi1s whole concept 1s it's so simple and yet it could

del for others to follow that could be the
TULuE that we need here in Southwest Virginia. And
‘W& Lhe opportunity -- I as an advocate and

Vs pdte, but you as a Board =-- that wWe could help

thi ‘ituation. It could be a model for others
follow., I was reminded recently of -- a fellow came
L.Of a Ioreldgn country and he's moving nis factory

Dach over to the United States. 1 really applauded

S41d, "How can you do that with the Competitive
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labol market overseast"” In this case 1t was a slitua-

t ion where he happened to be a minority of a fellow
that had been in the country three or four years. But
because we were getting some extra consideration that
he was able to be competitilve and move his factory from
this foreign country back to the United States to which
1 applaud. But now said is it, on the other hand, that
wi do not do the same thing for the citizens of
Buchanan County and other areas tnat aie plighted with
unemployment. Surely we can and should do the same for
our own citizens. Now, here 1s a situdation that we can
do This now. They have an immediate need for this gas.
ir's no- something somewhere down the road. Whatever
restrictions -- and this Board has great parameters to
out in place =-- all safety requirements and certainly
rhese people, they're going to make sure that's all

-omplied with, and that could be a qualification to any

application that's granted jJust as you would do with

rhem., accounting and whatever requlirements would be

ecded 1to see that this would happen. Clearly these

le =-- they've had experience with a gas well. It

have been a great big one, but they have had

nat experience. But more importantly they can do it
they will do 1t and you can assure that they can do

5y any requirements that you put as an absolute




10

12

13

14

15

16

17

18

21

24

-ndition. And tchey're ready to go into production
roday -- not somewhere down the road, but today. And
they are ready today to start employing fifteen or
twenty more people. This can be a model for others to
follow. 1It's such a golden opportunity. So I think we
look at what 1is the purpose, the conservation, and we
-an make sure that all the royalty owners are protect-
the economy is betrter served. Our energy source 1in
virginia better serves Virginians. We have all those
opportunities here today in the application from
MacConstruction. So I ask you to consider all of this
wnen you make your vote. And we think that of the two
plans that are now before you that MacConstructlon 1s
clearly the one that's best for all of Virginia,

o L

Southwast Virginia. Thank you.

L

P

F
|

J& . CHATIRMAN: The other application we are considering here
rhe MacConstructzion Incorporated application for N-
i o we have two. That's docket number VGOB-

9¢/12/.7-0559,. ©Obviously on any recommended vote by
rhe Board which ever one you go with the other one =--
vou pick one the other one 1is not being approved.
everybody knows that. What's your pleasure?
I have a motion?

L ENT Mr. Chairman, I move that we grant Buchanan

Production's application for pooling and designate them
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MR.

MR.

MR.

as operator otf tiils unilct.

CHAIRMAN: A motion to grant.

GILLUM: I second that motlon.

CHAIRMAN: A motion has been made and seconded. Any

further discussion? All in favor signify by saying

yves. Opposed say no. Two say no. Is there a motion

to approve the MacConstruction application?

LEWIS: I make a motion that we approve Mac's

applicatlion.

CHATRMAN:: Is there a second?

KING: Mr. chairman, can I make a comment?

CHAIRMAN: Yes, s1r, a4as to 1nqulire.

KING: I've got a lot of mixed emotions about this

situation and 1t's been a long drawn out procedure and

I certainly appreciate both sides presenting their case

very forcefully. I really wish there was some way that

hoth parties could get together and operate jointly. I

fze]l like Mr. McClannahan deserves the right to be an

.ndependent operator with the giant ccrporation of
nsol in conjunction. I wish that could be worked

ut But T guess 1if you lcok at pure facts Consol has

energy to go with, the money and money seems Lo

¥ =
W & i he b

e world today to do those type things.

And I

r 1 1y hope that somewhere down the road you folks

can work 1t out. 1I'll abstain on the second and change
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my motion to vote for the Uriginﬂl motion.

CHATRMAN: Is there a second to the motion to approve

the MacConstruction application? The motion fails for

lack of a second. I would too echo Mr. King's con-

cerns. I think we all -- this 15 a tnuqn situation

and I don't think anyone feels like that -- ever feels

really good in a situation like this. I hope every-

thing can work out where you can continue to prosper 1in

your business and your business ideas. You shbould be

able to do that. And hopefully you find that you nhave

an abi1lity in working with the company to do that.

Thank you very much.

LEWIS: I would like to say that I feel the same way Mr.
King does. T hope you all can work out something.

SWARTZ: Well, certainly it's still on the table. We're
going to try I told them that we're going to be

ardless of what happened today and w= meant

~T
[
[]
=1
.l
-
=
et
T
0

that Maybe we can't. But we will tTry.

(End of Proceedings for
December 17, 1996.)
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