VIRGINIA GAS
AND OIL BOARD

MONTHLY
BOARD
TRANSCRIPT

OCTOBER 1997




5 |l

s el E'.-"."
INTEESTATE

b, -y i

= n.r
10

5, VIRGINIA
SRIAFS,

n

12

13

15
16
17
18

19

- =
T Selvices, i 4l
. |
. 2] L LNg
i
!
21

-
¥l
1
i

-

£ Th-2244
24







- 537
= ¥ aa ¥ ;1‘ ;-.';]..i
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irginia Bank
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washington County. We will De
feel this may be even more
tor this Eoard ==-

and will hopefully
smooth The investments
the main respons-

iancéling the

nanaling this account

for
investment officer
vircinia Bank.
but he will be
Southwest
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Robert Martin who 1s
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baslie for any questions that
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1 ‘ormat may change slightly but I don't think 1t will be

< Any 1ng supstantial Al AS far as the frequency ol

3 the reports, that's the-sane. Of course, we're always
4 open to == 1f there needs to be changes as far as that
5 freguency or who they're mailed to we only need to be

6 directed as to how you want that. Did we have enough

?" of the reports that were passed out? lae situation

8 hasn't changed much at all. I guess the last time that

= 5 -
9 this report was made was as oI March 3.iSt S0 the
1 r= ¥ o - 4 W ~ S i B e np— >
10 coluzmn, a row down, this report 1s through Septembel
"

12 to last ther than the totals would be for the six

14 | slighrly less on a comparison basis toc the [irst

L

15 juarter of the year, being that they're for the sox
16 monthh perioc The distribution shown there 1s the one

17 IO3T was in guesticn the last time actually. It was

18 tbout tha

.

ime when w2 meer. It was actually money

19 sa:d ou SO wWeé have 1t n here. Scme of that, as I

I :
et undarsrtand, the way it worked out i1is that was money

21“ *hat there were not valia supplemental orders. But

=2 sope of that came back 1n to us The totals, as you
23 1] ca we were right at three million before wWe'll
24 | wel sver three million at this point. The cost basis

25 -= what all this report that you're seeing here 1is

= )
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valueg at just a slight

value as of 9730 being

a litcle hicher than the

polnt now in the market

and our bonds, of course,

1l the porttolio are cue

So the furthest 1s four years
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two, three and rour year

investments. The bias would
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be raised slightly wnich would

the portfolio could
this portfolio bein

should be mlnimal.

than normal.

roughly of the 300,185,000

1§ 1in cash, in money market

the Lot

3 third of

As far as distributions at thas

in very good shape. Also from the

interest rate, if we would get the Fed

we could put a little

that

to work, going out two or three years
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an average of abcut 6 percent. S0, a4gain, not

ying beyond generally three or four years we're not

acking 1in high rates. 'he figures I'm giving you as

1eld and in this account because we've Kept maturity
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KING: | you anticipate a larger amount o©f royalty
recelipt ‘n December of this year like we did last
RING: That's something we really don't know.
REASOH ¥ 2 all We don't have any 1desa really. You
would have a better Zeel for that than we would.
“HATFEMEN 3| not really
KING ; n't know that there's been a real strong

*rtern thart we can look at and say well, at year and

1t's heavier. We haven't done any type of formal study

b

LMER: I can pbasically answer that question. As a

V=3 1go when you had return receipt, (inaudible.)

ncrease and so forth was the price of gas went back

You had a low gas going into the market at the

heginning of last year and once 1t jJumped from S51.75 up

HAIRMAN Jther questions, members of the Board? Thank

Yy BuUcii wWe apprecliate your time.
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FEING:

Thank you.

SCR: Thank you.




the agenda it
on will address the need
unit operator for previously
nich originally designated
Ashland Exploration as the unit operator. Thls
imber VGOBR-97/09/16-0608. We'd ask the parties

the Boara in this matter to come

IT'm an attorney with Campbell
in Huntington, West Virginia and Ashland

behal: ; formerly known as

Exploration, . = Ashland Explor-

the Beoard an apology

sEati=E B ; T ¥
bk e A dd A b o

farrness, 1t has been confusing
Asiiland and 1t's subsidiaries and I would like
1n what's happened in the last year to let you

really there has bean no change of the
perator but there have been some name
I could go back to 1990/199]1 when this
cam2 togethar under 2 New statute.
the first nearing. And Ashland

th Island Creek and OXY, USA over

methane and we litigated that for
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-»ny yvears and the appeals are up before the Circuit of

Buchanan County Ashland also did some drilling on
T W1l ad some pooling orders entered, had some
well permits 1ssued. When 1 say Ashland I'm talking
about Asnland Exploraticn, Inc. This was a wholely
owned subs:diary of Ashlancg 011, Inc. in very late

1995 A=shland settlaed 1it's differences with OXY and

Island Creek which at that time thelr i1nterests were

being purchased by Conscl. The agreement called for
wiping the slate clean of all the matters that they've
been f£ighting over over the years. For reasons unknown

to ma, 1t took about a y2ar to get a contract. We knew

think that in fairness to

(S ]

the other side there were a lot of different 1nterest.

There was QXY USA'S 1nteraest and Island Creek's

interest and Conscoi's i1nterest 1 worked with Mark

SWArts 1n coming uUup with a settlement agreement. But

he had to report to lot ot ditferent people i1n order to
1et that documsnt entered and executed. I understand
the document was =Xecuted about a year ago. I did not

receilve a Copy ©o7f 1t until about s1X months ago, but 1t
does call for dismissing all of the contested matters
that we had beiore, wipling the slate '=lean. I don't
know that 1it's confid=sntial at all and I'd be happy to

give the Board a copy of 1t, assuming it's not confid-




for us to take some affirm-
counse2]l tor Ashland and

jet together and dismilss

Buchanan County and take

hecause i1nto a4 stalemate situation

ANg OVEer wio own he coalbed methane. For

"eason Consol's interest -- I have been 1in
with : and with Consol and hope to
poner than - rnow Consol 15 very busy on
things. We = not | able

the EBEoard jointly and come to Buchanan Circuilt
care of the paperwork which needs to be
think the Buchanan Circuat

your past docket

and matters

time with the counsel
wanted to do this but for
counsel ) r Consol has not be able to ge
Nose steps. But that
'i1pe the slate clean as to the
Wea would like to continue our
are here and to hopetfully

address the change in name




institutional

newspaper
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1NVesLOrs ol

to improve profitability, to spin off or get

OvVeraiLl operatlons

anrnounced was that Ashliand

wing, would change

and would position 1tselif to

you anything that hasn't

A

L -

newsoapers. théere was a greav

Ashland as what form this

Als0 saw 1in the paper the

sold two-thirds of it's interest to

non and you saw the merger of Arch Coal and

T gquess Arch Mineral and Ashland Coal

So there's been a lot

-

ple at Ashland Exploration

changed to Blazer in the

1dea of what thear future

=
T |
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el Sulmnel wWask
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a
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p which 1s

Grou group

a Norwegian oll company

of Ashland Exploration, Inc., now

ergy Corp. S=c what has happened 1is

ty that came before thils Board years ago

responsible opserator. It doces have a new




It 1s Blazer Energy Corp. 1t does have a new
Formerly the shareholder was Ashland, Inc

believe that

\ame by getting tutions which in

hindsight don't appear to have been needed. I think

that they thought because the name had changed that

they should substitute bonds. But actually the company
has always been the same company. And after talking
with Sandra and the Chairman I believe 1n hindsight we
should have just left same bonds 1n place and just
re W nam=e change because the operator
Exploration, Inc., now called Blazer
snareholder. I would like to do
to Keep Ashland Exploration, now
jcod graces of the VGOB. I apologize
to admit 1t's been confusing
ind the majoraicty of the people that I
ar< no longer there in the
company. . ot ¢ he people looking over the Virginia
operations are people who have been with the Eastern
Group. The operations people are in Charleston, West
Virginia. The man.gement 15 1n Alexandria, Virginia.

I do not know that there has actually been a

e
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happy to do 1t 1f I could confirm 1t. Becaus= many of

came over to the

l'l.l
4

the old Ashland Exploration managemen

Eastern Group at the purchase. I'd l11ke to do whatevel
I can do. I have given you a notice of the name
change. 1 think that that should have b2en done montins

ago just to let you all know that thereée 1sn't a nNew

D

ty out there. It's not the Eastern Group even

D
=
"
[

though 1t may appear sc in press releases. When you
take a look at the transactions 1it's still the old
Ashlanc Exploration, now called Blazer now owned by

EAasrern. To the extent I can clear the matters up,

J'Il

having new contacts substituted for the old contacts,
m happy to do 1t promptly. I do know that there are
a nurkber of items that need to be taken care of. One
of them was a force pooling in which we force pooled
Mourtain Mission Sciool. We later voluntarily received
rom Mountain Mission and want to dismiss the
old force pocoling and g2t into a voluntary situation.

I talked witi unsal for the Board si1ix or 2ight months
ago about that. I know the procedure, but in the

he sale I lost contact with the operations

—

pecpLe at Blazer who were handling that. That 1s one

[
(e
D

neec to be dismissed. 1I'll be happy to

ubmit the paperwork and get that dismissed and

17
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alarm and
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any that

Know,

af forded me fro:
think
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doing or
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are
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COUuret
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he matters wilped

happy to answer




questions to the

lalf~1& T

YoOu wWhat

apolioglze.

31-'-]

failure

has Two

coples ot

MCQUIRE :

R1G

pperaticnal peopl

-

they shouldn't

I don't

"HAIRMAN:

you need

The lasrt

You're asking

But I will pledge on

'-i'-ll' '-;-'-.11: I

and 1t's new parent, Eastern, to ge

and toc clean up your pPaperwork.

four months have been confusing

needlessly, thinking it was doing

confused the 1ssue.

| |

docket tnhat we have tocday tnere

pooling orders where there's a

the 365 days. Ashland

I think I sent you

1smissal orders.

referring to?

e

O

cOntact the new

know of any reason why

n the next docket

have 30 days I could find out

m Just not prepared to

that docket's called?
now by saying that 1I'm

your records indicate they aren't

Know of any reason =--

i =
LOT

30 days.




cause, 1f we can,
shoulén't be
== and they may
Lo
has that

aays you need

MCQUIRE: I | 2 5 To fi1le 1ict. I believe the

new contact will be
FULMER: We have that.
MCQUIRE: Oh, you co?
FULMER: Yes, we do. e have Blazer Energy. WwWe had a
oond
noticed in the correspond-
that you're reterr-

Group and the Eastern Group Incor=-

two dlifferent group&y’Te1s Tthat Jjust

MCQUIRE: C 15 one 1 n to confuse you.

~HATFAMAN: Thnat's okay.

MCQUIRE: Anad I'm not sure Eastern -=- 1 have not

S unusual that they would
a bond because Blazer's bond should have stayed

It would be similar to having Ashland O0i1l, a
parent, put vp a bond tor Ashland Inc. I'm not quite

sure why Eastern did that, but I kKnow it's intantions




were good. It thought 1t was suppose to. But I don't

necessary.
“HAIRMAN: it your inzent to be back before the Board

next month? that part of what you're asking?

can just continue this matter for that

MCOUIRE: If you would please do so.
CHAIRMAN: Any objection tTo 1at, members of the Board
To continuing thls matter he can clear up these
hbe continued. Thank
YOLl.
MCQUIRE:
SRENT: ast 1 Grom le shareholder of Blazar?

like Ashland 011 was the sole

shareholder of Eastern

public documents that I have reviewed
B0 percant owned by Stadd Oil.
kiiow the other 20 percent. Those were documents
saw 11 the SCC when I observed the mergers.
THAIRMAN: Any other questions, members of the Eoard?
you off on questions. All righet.

- -
continuedc.




agenda is the Board will

terninate previously
yr failure to comply
R1ggs has
out a document
i1t mot the
You have copl
alreadv been handed out and Tom's passing out

cheet that you've seen before but 1t's

~“hairman, tne only taing 1 want TOo mention

=nptation here today,
alk abourt
Gas Incorporated, docket number
and 003 and 005. Does anyone wish toO
regarding those tnree wells?
ir. Chairman, I'm Elizabeth McClannahan.

have one gquestion. Were the companies notified




CHAIRMAN: Yes.
The orders were drafted, copies of the orders
to the companies with a cover letter
them it would be on the docket.
This particular letter went out September
Amvest. Hearing none, I will call the next
The memo went to Mark Swartz, counsel tor QXY,
USA Incorporated. This 1s docket number 90/05/05-006,
90/0%/05-007, well V-25, and docket number
90/09/05-008, . - for Consol Inc,
docket S0/09/06-0015, well CBM-E25, docket 951/05/21-
91/09/24-0144, CBM T=7,
W=12, dockel number
docket npumber 21/12/17=-
Does anyone here wish to address
Hearing no objections the
The next one want to John M.
cation of Valley Basin Gas

Associates for the force pooling of interests 1n a

drilling u jedles] the Gloyd

Magistrate D: County, V inia heard
Virginia Gas and 011 Ecard on September 5th,
Anyone wishing to address the Board on thls

Hearing none, we'll file orders on that. The

INe was a memo to Mr. James EKaiser, counsel for




Company, docket number
docket number 53/02/16-0332,
93/03/16-0344 and 93/05/18-
P-285-C, docket number 94/05/17-0447, well
docket number 54/09/20-0474 and 95/02/21-0494,
VC=3225, docket number 94/10/24-0477, well V-3193

docket number 94/10/24-04879, weall VC-3230. 1 A4Sk

parties that wish to address the Board in these

grs to come forward. Hearing none, the orders will
go on those. The others that we have are the ones we
just continued bur I will go ahead and say to Grant

McOuire, counsel for Blazer Energy Corporation, docket

number %3/09/21-0405, well XXX-34, and 93/05/21-0407,
Those are continued to next month. ANy

well

any further :nformation, Board?




1genda today 1s the Gas
pertition for appeal from
he Diractor of
218t day of
number VGOB=-97/10/21-
that wish to address the
Board i1n this patter to come forward at this time.

would also inform the Board that I received a telefax

o

from Mr. Fulmer on the leth o October, transmitting a

letrter from Mr. Cnristian reguesting a continuance of
on the phone
I could not grant the
ntinuance because 1t wasn't timely requested. S5So
introaquce themselves Tto the Board

1f you would go ahead and

CHRISTIAN: 'm Jessi ristian, 828 Hillman Highway,
ADINGC
McCLANNAHAN: Elizabeth McClannahan with Penn, Stuart &
'icdge in Abingdon, Virginia. 1 represent Cabot 0il
ag Lol ;l:l:'clt 1011 .
CHAIRMAN: . Christian, go ahead.

CHRISTIAN: gu must have misread this letter
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fl

pecause I thought the deadl
5:00 P.M. on October 17th,
paragraph on the letter

MR . CHAIRMAN That 18 i1ntended
Board agenda.

ME. CHEIZTIAN: SO0 that where

understctooc

that gave a time ror appeal
appeal., It may be there bu
it.

M CHAIRMAN: You have a timely
want to clarify that for yo
appeal is not timely It'S
continuance wasn't timely

™ = "HEISTIAN All righrt
o= "HAIRMAN SO your appeal 1s
F CHEISTIAN what i1t was -- d
property and the only way 1
discrapanciles in the testim
t Jideo tape
- - these springs that the
Prings in the area —-- WhlicC
Epring in Che aread out I
lived there And the other

Well,

ine for filing an appeal was
1997 according to the last

[ ]

next month's

Dacause 1
the letter

had for

b=

seeing

appeal before the Board. I
u It's not that your
that your request for a

Oray?

properly before the Beard.

ue to the vegetation on this
can prove that there 1is
ony froe the last hearing 1is

this property and video tape the distance

will head 15 and that the

n they say there's no
know where they're at 1
thing 1s they say this 15 a

we had cows and horse
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there for all my young years and that's all they had to
irink out of. Another point was that they dld a watel
rest on Indian Creek which people off of Indian Creek
in the 50s came TO our propercy to get water. 50, Yyou
know, why not do it on the property that you're wanting
to drill the well on? I'm maklng a statement and I
would like to ask Mr. Kyme a couple of questions, 1f 1
could.

McCLANNAHAN

argument t

thea

CHAIRMAN:

CCLANNAHRN:

appeal

substance

that's

- M. Chalrman

hat T would like
of
OxKay.

ine

pba2ing

appealead

I do have one technical

to make before we get into

matter.

requisite elements that are

That regulation requires

decision and the date of

from. in this case

he ¢i1d i1ndicate that 1t was a decision by the Gas and
011 Inspector, Mr. Fulmer. He did not indicate the
jJate of the decision The basis for his standing to
file the appeal, the reasons for appeal, a statement
that the 1ssues are being raised were also ralsed in
the Intormal Hearing as required by Virginlia Code
section 45.1-361.36.BE and the specific relief that he




If you'll look at the objection that was
Christian for purposes of this appeal,
of those regulation requirements
that wera satl d were that he indicated the addres:
and name of the petitioner and also the fact that it

was a decision by the Department of Mines, Minerals and

Energy through Mr. Sulmer as 01l and Gas Inspector.

Every other requirement listed in this regulation was
not complied with. Therefore, I would submit to the
Board that it is an insufficient for appeal.
CHAIRMAN: tnere any discussion on that, members of
the Board? 1 guess wa've got several options. Wa can
note the objection and hear what he has Lo say or we

can rule on the technical merit that's been presented

to hear what he has to say.

hear what Mr. Christian has to

note your objection, Ms. McClannahan,
h=ear what he has To say.
1ke to ask Mr. Kyme a few
gquestions. Mr. Kyme, did you have a conversation with
Mr. Fulmer, Director of Mines, Minerals and Energy of
Abingdon around the first week of October, 19977

MR, CHAIRMAN: We have to get the witnesses sworn in 1if




we're qoing to have tesgtiponv
CHRISTIAN Well, I'm jJust asking a gquestion.

CHAIEMAN: WwWho ever is going to testify right

URT REPORTER: (Swaars wlitnesses., )

CHAIRMAN: You may proceed.

CHRISTIAN: o you recall that conversation?

KYME : ‘ sure, Jessie.

CHRISTIAN: D¢ )1 recall mentioning to Mr. Fulmer that
you would like this =2ar ] today I'm talking about
-= TO be changed to date because 1t was
inconvenient for you rfor today?

KYME: I believe that I did ask Mr. Fulmer 1f we could
have this hearing at another date. I do recall that,
yes.

So 1f you wanted to continue 1t to another
I called you on the 16th you said you would
absolutely s2& that I couldn't get a continuance on
this hearing, 1s thart

KYME : I don't think I thing. I said it

wouldn't be agresable to me ; e we had already

commltted to this date.

TIAN: Did you tell me that you wanted to see me

ome of money, assuming that I was going to lose

today?

MS. MCcCLANNAHAN: Mr. Chairman, I object to this entire line




gquestioning. ' ] 1 relevant.
Sustained. Mr. Christian, 1t's up to the
decide the relevance of those kinds of things.

I understand your point. But what l1'®e

saying, though, : 5 convenient for him to have

MI. ptlmer told was u me. But whan
have it rigcht now they
that they misstated som2

have a paper nere wnhere

they're saylng it's un-managed forest land. That was

taken 1n 19923 and showed m2 sitting on timber that was
harvested. Now, that's not un-managed forest land.

also pictures nere showling vegetation 1is why

until this vegetation dies down so I

lapd and show the true thing on

CHAIEMAN: 5 ¥ e surface owners?

CH STIAN: PS . T The surtace owner.

1

CH IMAN: Do you own property where this well will be

you own any coal rights or other mineral

Consolidated owns the coal rights and

supposedly have a l=ase but they don't.




I have a paper which they
they don't have a lease {rom my

my folder.

So you're railsing your objections as surface

ownar objections according to the law, 15 that correct?
"HRISTIAN: That's right. And I would need time really
to really document the surface of that land via video.
MS. McCLANNAHAN: Hr. Chairman, I would submit that the
Board has already ruled on whether it would grant the
continuance and, in fact, has denied a continuance.
The only issues before this Board, assuming that
petition for appeal is properly filed, would be those
d in writing or made at the time of the
And the objections that were made in
so1l erosion and =-- actually water supply
and erosion were the only objections that were made in
writing at the Informal Hearing level. None of the
evidence that we've heard here today indicates anything
about those 1ssues. And under the Administrative
Proce Act those are the only issues that are before
the Board on petition for appeal.
MR. CHAIRMAN: That's correct. I certainly can confirm
that.
Mr. CHRISTIAN: Mr. Chairman, that is the issue. That's why

I want a video tape to show the location of those
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springs and those streams in relation to the well and
that their footage 1s incorrecet. I will have 1T on

video and show that it 1s incorrect footage that they

1 relationship to the stream.

have on those wells 1
M5. MCCLANNAHAN: Mr. Chairman, I would submit that a video
tape of the property would not give the Board any new
avidence about the location of a spring because before

-

pard =-- at the Gas and 011 Inspector level, which

m

he
is a part of the record for this Board's appeal,

includes a survey which indicates -- and a soll erosion

and sediment control plan, all of which indicate

y
[

cally by survey where these landmarks are that

n

PECL

evant to the 1ssue and, therefore, a video tape

m
ol

ale I
of the property would not add any additional inform-
ation for the Board to consider.
11 when I read this that there had been
two surveys done? Is that right?
MS. McCLANNAHAN: There nhave been two plats submitted. One
plar was submitted -- let me get those dates for you.
' Pause) The first plat that was submitted with the
permit application was dated 12/31/96 and was certified
1997. And then the revised plat was
submitted to the Gas and 0:1 Inspector on July 7th,
1997 The difference betwaen those plats i1s a surface

tract that belongs to the Hogston heirs and -- you'll

32




see that the Hogston heirs are included as surface
owners on the revised July 7th, 1997 plat. Those helrs
were also notified by tif , return receipt
requested, and Mr. Hogston -- Mr. Hogston, D.C. who 18§
the caretaker of the property signed a waiver for Cabot
ro drill the location. So the revised plat 1s not
ralevant to Mr. Christian's objection but was a change

on the surface owners for that tract including the

Hogston heirs. And all of them have also been notified

by certified mail, return recelpt requested, and we
rec2i1ved no objecrions.

MR. CHRISTIAN: On that same item I'd like to make a
statement, 1f I could. hey didn't know =-- and that's
why I say those surveys -- until I reminded them that
Mr. Hogston's land joined that. That's why they made
this other one. I mean, to begin with they didn't
.nclude Mr. Hogston. If you look at the two, until I
reminded them at the hearing =-- or before the hearing I
guess 1t was that Mr. Hogston's land joined that
property there So that's why they made a new survey
and did another plat. So if they didn't check 1t
originally close enough -- I'm saying if I informed

hea so they could include them why should I trust

either plat.

MS. McCLANNAHAN: Mr. Chairman, I would submit that again a




csurface owner's objections are limited to those

specified in the statute. This 15 not a proper and

valid objection. In addition to that, the fact that

Mr. Hogston was not on the plat 1s also not an object-

s relevant to Mr. Christian‘'s objection.

fact, Mr. Hogston has signed a waiver as well
the Hogston heirs have actually received notice
and have not objected.
CEAIRMAN: Mr. Christian, you received Mr. fFulmer's
decision, that correct?
1AN:
Can you tell us here teoday =-- I'm Ttrying Tto

vou through what you need to address before

probably because my information that
guite == he only could go by maps and
2ut what I was objecting To
because distances that were in those plats
d maps is wrong and I wanted tO prove them wWrong.
That basically -- other than that I haven't much else
th 1 can say other than what information was brought
torward.
LEWIS Have you measured or nhad anyone else Lo ==

il
i

IAN wall, sea, T lived there for the first 20




~»s of my life and I know where the well spot 1s and

I know where the stream 1s5. And I'm sure 1t hasn't

C ilﬂ:"ll:jr“d

in the last 50 years. From where the well Elte

1s to where the stream is -- 1 mean, I grew up there.

I liveag

until I

there all my life -=- not all my

want 1nto the service I lived there. Unless

changed the well site on me -— 1f 1t's wnere 1t's

probably 30 feet maybe at the most

thé stream.

M. CHAIRMAN:

law and

permit

a Suil

elLos 101

efftectiv

any pers

Mr. Christian, let me focus you back on our
help us 1in what we're dealing with here. The
T you can railse either before Mr.
this Board as a surface owner 1s
and 1t says, "The only objections to
nmodifications which may be raised by
1, the operation plan for soil
and sediment control 1s not adequate or not
e, 2, HMeasures 1n aacition to the requirement
Warer protection STtream are necessary to

resh water bearing strata, and 3, The per-

re will constitute a hazard to the safety of

on." Now, those are the three areas of

Fl['j""-i""' 100 .

MR. CHREISTIAN:

storage

The water 1s my main objection. There's

tanks for the fluids and they will be located
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scrording to their plat within 40 or 50 feet of the

eam. I mean, 1f there's a spill you contaminate not

v that stream but you've contaminated Fanther

Branch., Indian Creak because they all run together. My
stream runs into Panther Branch. Panther Branch runs
into Iindian Creek. (Pause.) And also 1f I had time I
uld get the environmentalist who reside there 1n

Tazawall County to go check it themselves. Hr. Jimmy

ARBIS: Mr. Chraistian, what would you want Cabot 01l to

in other words, I understand that you want a

continuance so that you can have more time. But 1f you
could work things out what would you like for them to

?7 Do I hear you saying that you would like them to

:

e the well”

CHRISTIAN: He did offer to do that and that would =-- at
the time I was misplaced on where he was talking about.
There are two garden spots. Well, they took the most

leve! garden spot where they decided on and at the time

didn't understand that was the one they was taking

which was 30 or 40 from the stream. But they took the
most level garden spot which is, like I say, 40 feet at
the most but closer Tto 30. The other part -- the
financial part I guess will end up in Circuit Court.

hat part 1 want, too. But 1f they can move the well

el
o




‘rrher away from the water supply -- but it's hard to
do 1t because there's water all over that property. We
nad water when no one else in Jewel Ridge, Whitaker
Ridge, any of those places had water. That place has
always furnished water for that whole area. People
come off there 1in the 50s and got water f{rom our
property. ust don't want to see a water supply
destroyed.
LEWIS: Is this well located on your surface?
Pardon?
1t located on your surface?
Yes, sir, 1t 1is.
1S Did they tell you any damages or offer to pay
you any damages?
CHRISTIAN: They offered me £2,000 which 15 they want to

be there for 30 years. They're going to occupy about

-= they say they can get off of my lana in two =-- TNh1S

the point. They say they can be off of my
1land feet from the well. There's no direction
you can be off from that well within 200
MeCLANNAHAN: HMr. Chairman, I would object
testipony being relevant to the i1ssues before the Board
here tooay. The record from below will indicate to all
Board members rthat Cabot did offer to change the

of the well and Mr. Christian actually




that wouldn't satliefy his desire. In
1ti1on to that, again the objections are limited f{ol
a surface owner tc the three that you've Just outlined.

And none of those 1ssues have been raised by him here

CAn answer that. I was asked the
I have to answer the questions of

asked gquestions directly by a

CHAIRMAN: Do you have anything else, Mr. Christian?

STIAN: NO,
CHAIEMAN: Do you have anything, HMs. McClannahan?
McCLANNAHAN: sir. Mr. Christian, you are not an
correct?
correct.
Do you have a college degree
CHRISTIAN: No, I do not.
McCLANNAEAN: Are you a geologist?
CHRISTIAN: HNo. And is anyone at this table one?
McCLANNAHAN: Do you have a professional license in the
area of engineering, geology or environmental mATTLers?
CHRISTIAN: I co not.
MCZLANNAHAN: Do you have any evidence that the opera-
tions plan for sediment control and soil erosion that's

submitted by Cabot 1s 1nadequate?




say 1t's 1naccurate. Not inadequate maybe
inaccurate. I mean, that's what I'm saying.
Have you submitted any evidence that there

be any effect on the hazard to the satfety of any

No. I have not. EBut I'll tell you what,
cappers that camp on my land and you should

have seen the camp site and there's also a target area
where guns are fired close to that weall site. I mean,
1 can't say that there won't be harm to someone. 1I've
camped there myself.

McCLANNAHAN: Have Mr. Eyme and Mr. Pryor attempted to
settle this matter with you previously?

CHRISTIAN: Yes, they cdid. Do you want the convers-

acion? Mr. Xyme told part of the conversation today.

He sald that I said I just wanted to be treated fairly.
Then he "0 ' that they would give me
He said, "wWhat do you think
I said, "Give me 55,000 now
He said, "We Jjust
slutely won't
McCLANNAHAN: Did the Cabot representatives who did talk
vYou T the well and you response was that

hat would not be necessary?

the time I had the wrong garden
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Epot. There's two garden spots there close together

and I had the wrong one. 1 thought 1t was the one that
sat upon the nill, They took the most level spot on

the whole property.

McCLANNAHAN: Mr. Chalrman I would request that the
Board strike the evidence that has been subaitted
before this Board today by Mr. Christian on the appeal
on the baslis that Mr. Christian's objectlions are
outside the scope of the permissible objections that
are provided for in Section 45.1-361.35. He 1is limited
to those that ware made 1n writing and submitted at the
Gas and 011 Inspector level and the Informal Hearing.
He 18 not qualified to testify as to the adequacy of
the operations plan for so1l erosion and sediment

1 or the adeguacy of measures to protect t

natural water sources. He's failed to produce any

s01l erosion and

widence that the operations plan to
sediment control 1s not adequate or not eftfective or
tlhiat measures in addition to the regqulirement for a
well's water protection stream are necessary. And on
the other hand Cabor's evidence conclusively esgtab-
lishes that the operations plan for soi1l erosion and
sediment control 1is adequate and that the measures to
protect the fresh water bearing strata are adequate,

CHAIRMAN: I'm going to deny the objection and 1t will

40




ro the weilght of whatever the Board's decislion 1s.
The Board having heard the evidence before us here

today. Do you have any further questions, members oI

rhe Board, of either parties?

MCCLANNAHAN: Mr. Chairman, 1f you have denied that

morlion we have evidence that we would like to submit.
Okay.

1'd li1ke to say something. Nobody on this Board
here 1s gqualified for sediment control unless it would
be Tom. Not none of us. I think common sense -- when
you go out there and you look at the stream and you're
going to drill a well, common sense will tell you
whether it's going to pollute that stream or not, 1if

yvou'rs really familiar with that location. And

~whenever you go out there to drill a well and you pick

Ean's garden spot =-- maybe the best garden he's got
-=- 1 think taiese companies ought to pay them a faar
price for that. That's -- I can't sit here and not say
nothing. This may not be none of the issues, but 1in ay
mind's 1t's an issue.
MS. McCLANNAHAN: Mr. Lewis, will 3just say on behalf of my
that they have attempted to negotiate, and you
>ar that from the testimony today, and have also
offered to pay him to settle this matter. I think

you'll hear that from the testimony today.
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CHAIERMAN w i hear the

LEWLS whenever you go to
puili® unareas of them =-
to build a location now
location 1 nevaer ot DY W
$150,000. I spent £150,0
company did that I worked
this ought to be took int
golng to Ttry to take a pa

sorething whenever you go

McCLANNAHAN: Mr. Lewlis, p

recognize -- I think mayb

one more question, 1t the

no one lives on thls prop

next to someone’'s Douse a

-

CHRISTIAN: But I believe

Lestiloony

build a location -- 1've
1t cOSts you a lot Of money
About any time I built a

1th less than S1

|

, 000 up to

00 on lecaticns to build. The

for. I think something like

o consideration whenever you
n's garden spot or his yarad ot
to drill a well.

erhaps 1t also l1mportant to

@ 1f I could ask Mr. Christian

Board would allow me to that,
erty. So 1f this -- it's not
nd 1t's not at a house.

1T's in the record that 1

stared I was building a house on that property, didn't
I? That I was going to build a house on that property.
McCLANNAHAN: Acaln, I would submit that's not relevant.
But just wanted Mr. Lewis To understand that those
were the facts in this particular case. I think you'll
understand the settlement =-
CHRISTIAN If my water supply 1s gone I won't have no
reason to bulild a house, will I?

CHATRMAN We'll hear from

your witnesses.




MCCLANNAMAN: 1I'd like call Mike Pryor first.

MICHAEL PRYOR, SR.

after having been duly sworn,

rest1fied as follows:

DIRECT EXAMINATION

MCCLANNAHAN:

Pryor, would you please state your full name and

for the record?
POST
profession?
ncdependent professional landman.
Aare you employea?
Cabot 011 ana Gas.
And your responsibilities and duties as a professional
landman at Cabot?
urthouse records for land ownership an
surtace and min=ral ownership.
verify these land lines and do
wilith landowners
sur educational backgroundr?

accounting degree from University of Arkans-




d=
Could you give us some 1nformation about your work
ackground,

been an 1ndepen t protessional landman for the

prior to
1 e 1 have.
Betore the Gas and 011 Board?
Yes, I have.
MCCLANNAHAN: Mr. Chairman, I would submit Mr. Pryor as
an expert witness 1n land matters.
CHAIFMAN: Accepted.
CHRISTIAN: Can I ask one question?
the transcript from the previous hearing in Abingdon.
same testimony in the transcript and I'm
She's - goling over testimony
in the transcript from Mr. Fulmer.
CHATRMAN: I'll jJust say this, Mr. Christian. As we
gave you a right to put on evidence that you wanted to

relevant to this they have an opportunity now to put on

dence,

I8, S51r.

McClannahan continues. Mr. Pryor, did you

contact Mr. Christian regarding his objection to the
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And what was the nature of Mr. Christian's objections
when you met witn him?

when Mr. Eyme and I met with him his really only
objection was he wanted -- he was i1nterested 1in a

monetary settiement.

T
o
n
»
-

1 you offer to move the location of the wesll

And ==
He sald 1t would not be necessary.
And did you have any success in negotlating an agree-

ment with Mr. Christcian?

- g

ic0, wWe gid not.

McCLANKAHAN: Those are all the questions I have for

Mr. Pryor.

CHAIRMAN: Questions, members of the Board? Do you have

ny gquestions, Mr. Christian, of this witness?

CHRISTIAN: Well, I just want to ask him the same thing

that I was trying to ask Mr. Kyme. Was the rest of our
conversation in that meeting on the 16th of July =--
wasn't 1t that I did state that what I believed was
talr was $£5,000 right now and §5,000 every five yaars

as long as the well was on the property? They're




L

bringing this back up, not ma

FPRYOR: can't recall the exact figure.

.
L

was like hea's saying wWas

drilling the well.

-

have a question.

CHAIRMAN Mr .

# - e
T =ad

wilal

KING: 5dying 1s that

you're

11

L

o

5.000 mentioned you

e lGULl e

P

D¢

& no problen’

wildi C

ippeared to be,

ye

'S
(Witnesgs stands

Fyme?

E

JEFFREY EKYM

} witness who, afrer having been duly sworn,

-

yng riried as follows:

DIRECT EXAMINATION

MCCLANNAHAN :

Kyme, would state your

L. £909 Steele Road,

Jefirey

vallld,

full

Marysville,

The only

A monetary

ink I heard a

'

, =4l.

aside. )

Wwas examined

name anc

Pennsyl-




What i1s your professgin=”

I'm A iandman.

And what are your duties as landman =--

Actually I'm Cabot's regional land manager for the

Appalachian District. So at the time that I was

negotiating with Mr. Christian I was a senior landman

for Cabot's Pineville District and I would have been

responsible for acquiring all leases, rights of ways of
all sorts, negotiating trade with other companies tToO

acquire thelr acreage, commlissioning title opinions,

curing t:tle faults, representing counties before
matters of this sort for boards and court cases. Just
all matters relevant to drilling and producing a well
on the land side.

Do you hold any professional licenses?

Yes. I'm a certified professional landman.

And what 1s your work background?

I've been a landman for nearly 20 years. I think it's

about 18 years exactly. I've served as a field landman
and later went into the office of (Inaudible.) for a
couple of companies to this point.

Have you been qualified as an expert witness before the
Gas and 011 Board previously?

Yes, I have.

McCLANNAHAN r. Chairman, I would submlit Mr. Eyme as




ANl eXpelrt witness 1n land matters.

MR. CHAIRMAN: Accepted.

Q. (Mg. McClannahan continues.) Does Cabot own the o1l

and gas on the drill site tract for the COGC-24A well?
wWE 0D

1s that deed recorded?

Yées, 1t 1s.

Is the deed recorded at Deed Book 707, Page 97

I believe that's correct. Yes.
McCLANNAHAN: Mr. Chairman, I would submilit this as
Cabot's Exhibit =A.
CHAIRMAN: Does Mr. Christian have a copy of that?

MR. CHRISTIAN: Yes, I do.
(Ms. McClannahan continues.) Did you organize anc

provide i1nformation for the notification process for

application for the COGC=-24A well?

s the application filed?
The application was filed oN or about May 29, 1597.
Di1d Cabot within one day of £iling the permit applic-
aAtion mail by certified mail copies of the application,
well plat and operations plan to Jessie Christian, a
surface owners, as required under Code Section 4§45.1-
361.30.A7

Yes. We actually mailecd the notice to Jessie prior to




atter on May lJith.
nave a copy of the receipt that shows Mr.
1stTi1an zad the notice’y

notice on or about May 27,

115 a copy of those recelpts?

christian's receilpt 1in

publish notice of the permit appiilcaticn

*irculaction in Tazcewell

ield Daily Telegraph on

wotice that was malled and published state the

cli objections could be made and the name and

the person of whom such obj)ections should be

document that I JjJust gave you

publication for the published

MS, cCL 17 4A) { hairman. I would submit this as




(Mg. McClannahan continues.) Mr. Kyme, did you receive
Mr. Christian's objection to the COGC-24A well?

Yes, I did.

Did you attempt to reach a settlement with Mr. Christ-
1an’y

Yes, I did.

Could you please explain to the Board members the
contacts that you had with Mr. Christian i1n attempting
to reach a settlement?

We spoke on the telephone a few or several times.
don't have exact notes on that. But I did arrange
finally to have a face to face meeting with Mr.
christian in Abingdon. Mr. Pryor accompanied me. And
I have a confirmatory letter. I could give you the
date of that meeting 1f 1t's relevant, but we had a
lengthy discussion.

MR. CHRISTIAN: July 16th.

A. {The witness continues.) July 16, 1997 we had a
lengthy discussion, went over various 1ssues, asked
Christian if we could move the facilities to better
accoamodate his wishes and it Just became clear

wasn't going to -- that really

at wasn't the problem. He

indicated that he just wanted to be treated fairly,

i

I knew what he meant, and 1 said, "Oh, you mean you




ensation fol " And he said, *Yeah,
1 offer=d about 51,000 consilder-
addition rto the acknowledgement that we would
for damages -- any actual damage we did to the
wWel that was an i1nsufficient offer. Mr.
what he' reguested and we

unapls ) COR to terms. We thought t!

awfully ex 151 snsideration for the right to

devalop ¢ and minerals which we had previously

bought et seeamed very, very clear in all of our
di1scuss y th actual operations weren't disturb-
just that he telrt he needed to be compen-

fashion for us being there. Honetary

Kyme a guestion, Mr.

sdy, Mr. Eyme, that 1
mean, the wrong garden
ad the one high upon the hill
115 {rom the stream and all
I thought it was the garden spot
on the hill, not the on= at the bottom of the hill?

CHAIRMAN: ell me what you mean by that when you say

tatl you had the wrong onery




MR.

MRK.

CHRISTIAN: See, there's two garden -

CHATRMAN: You mean the other one's -- 1L'S NoOw acceptl-
able?

CERISTIAN: If he would have moved -- ne. The one that
i thought he had 1t on would have been acceptable
because 1t does =-- that's way above the stream. But

putting it on 1s a level spot -- the
on the property, as a matter of fact.

CHAIRMAN: You're saying if they were to locate i1t on
that other one you don't have any objection?

CHRISTIAN: I have no objection to the well as long as

they compensate me -- like I say, that can be settled

11 court as far as coppensation goes.

(Ms. McClannahan continues.) Mr. Kyme, from the date
vou indicated previously you submitted a copy of the
permit application with a plat showing the well
location to Mr. Christian:

Pardon me, Elizabeth. Please ask me that agaln.
You've indicated previously that you submitted a permit
application by certified mail to Mr. Christian and he
received that notice on or about May 27th, 1997
according to a copy of the receipt, 1s that correct?
Yes.

And that plat that was attached to the permit applic-

ation which Mr. Christian showed the location of the




g thiat corra~="
correcet.
hat well location changed since the

Christian recelved the plat?
It has not changed And if I might add something
whenever Jessie's objections came up 1 asked Hike
to please go out to the location and check 1t out

rhere was an veracity or any truth at all in

“hristian was saying and Mike did this for me

and happened to me essle Christian out there that
same day wio was going to look at the well location.

And I believe that this was prior to our meeting 1in

Abingdon. 3O say that I hcnestly believe

MPR. PRYOR:

MRE. KYME: . & Excuse me., I honestly believe
that we had discussions with Mr. Christian after that
meeting and I believe tnat he has beesn to the location
and shouldn't be at all confused about where the stake

the ground. This 1s the first we've heard of
rhere has only been one stake. We did not
wCcation because 1T never was an 1ssue wWlth
ti1an that we move 1t. He was satisfied with
1on as long as he was treated fairly.
lannahan continues. Were you able to reach an

Agreoement with Mr. Christian?
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CHAIRMAN: Do you have any questions, Mr. Christian, ol

Mo, 1 was not.
The original plat that was filed was dated December 31,

1986, 158 that correct?

And a ravised plat was submitted July 7th, 19877

That is the date of the plat, yes. July 7th, 1997.
And the well locations on those plats are exactly the
same, 1S that correct?

That 1s correct.

Have you notified all the Hogston heirs who are shown
on the revised plat by certified mail, return recelpt
requested?

Yas, we have,

Have you received any objection from those heirs?

we have no objections from the Hogstons.

McCLANNAHAN: Those are all the questions I have for Mr.

Kyme

-
Mr. Eyme?

“HRISTIAN: No. The only thing 15 I Just want to note
that maybe the well plat has it, but I don't Kknow that
that's a true plat. I took the two -- which I don't
have here today. I wish I had brought it. There's two
different surveys and 1f you take the surveys then the

well location would be different than the plat there.




“HATRMAN: Any questions of

for Mr. Eyme?

Board,

Am I hearing

not correact’

.
& ad

the survey

McCLANNAHAN: Ssuppose Yyou

KEing, what

th 1956

saying. One

RING: That's a

MR. CHAIRMAN: 8§ ol

betore

(Witness

MS., McCLANNAHAN:
Prudnick.
GO

CHAIRMAN:

RAY

Trom Mr.

I1'm saylng 1s
survey c¢o not agree,
surveyor or
COourt matter,

certainly a matter not

PRUDNICHK

this witness, membere of the

Christian that he says that

should ask Mr. Christian

the survey of
That's what

the other was wrong.

-

1SNt 1t:

in evidence

stands aside.)

to call my next witness, Ray

JR.

iftter having been duly sworn,

ollows:

DIRECT

was examined

EXAMINATION

H.iLnnnnﬂaﬁf

Would you please state your full name and address for




the record?

Yes. My name is Ray Prudnick, Jr. My address 1s 1366
Royal Oak Drive, Wexford, Pennsylvania, 135050.

And what 1s your profession?

1' 4 petroleum engineer.

By whom are you employed?

And your responsibilities and dutles as a petroleum

engineer for Cabot?
I'm currently the regional drilling manager for the
Appalachian Region. My responsibilities include well
planning and design, permitting regulatory requirements
as well as compliance. I also take care of all the
drilling bids and contract negotiations for the
company, as w=2ll as supervise the dally operational
activities of the rigs in the field.
And how many years have you been with Cabot?
Approximately seven and a halr.
what did you do before you started at Cabot as a
professionai engineer?

was emnployed by a Dupont subsidiary, Conico Incorp-
orated in New Orleans, Louisiana. I worked as both a
production engineer and a reservoir engineer for a
period of about five years in the offshore environment.

Are you a member of any professional assoclations?
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Yes. I'm a member and Board member and past officer of
the Society of Petroleum Engineers.
MCCLANNAHAN: Mr. Chairman, I would submit Mr. Prudnick
A5 an exXpert witness 1n petroleum engineering.
CHAIARMAN: Without objection he's accepted.
(Ms. McClannahan continues.) Did you review the
preparation of the application for the COGC-24A well?
Yes, I did.
Has Cabot filed the appropriate bond with the Gas and
011 Inspector to insure compliance with the applicable

statutes and regulations?

Was the operations plan also filed with the Inspector
in accordance with 4VAC25150.100 including the intended
methods of (Inaudible.) and stabilization drainage
plans?

Yes, 1T was

Could you explain to the Board what this operations
plan accomplishes?

Yes. We have several measures we take to conform to
the standards One 1s a water protection stream casing
that we run through all fresh water intervals in the
well and cement that stream back to surface to prevent
any type of infiltration of fresh water to the surtace

or within the wall bore. We also in digging the
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~uttinags pit for the drilling operation we line that
pit with a 20 millimeter pit liner. That prevents any

infiltration or permeation of the drilling fluids

and/or cuttings froam penetrating the surrounding soil.

~hose 1tems are then discharged -- are hauled away and
disposed off at the end of the operation s0 as to not
interfere with the surrounding ground solls. We also
premulch the location once the disturbance 1s done per
the regulations. We 1install filter fence to prevent
any type of erosion of sediment into the surrounding
stream areas. WwWe also built ditches along the road and
proper drainage diversions so that the water that runs
off the locarion 1s properly contained and none of that
warer infilrtrates the surrounding ground water.

wi1ll the plan that has been filed with the COGC-Z5A
application adequately protect the nature water supply
in your opinion?

Yes

where 1s the stream that Mr. Christian has discussed at
the Informal Fact Finding Hearing and today located in
relation to the proposed well location?

It's app-oximately 100 feet from the well stake 1tself.
Did the permit application state the depth to which the
well will be drillied?

Yes. 5.550 feet, I believe.




and is the COGC-24A operations plan in compliance with
all applicable State and Federal rules and regulations?
Yes 18.
Approximately how many operations plans have you
reviewed over the course of your employment?
Approxiasalely 250.
In your opinion will this plan that's filed with the
COGC-24A permit application adequately protect agailnst
erosion?
Yes, will.
Did you test the surface water quality in the area of
proposed COGC-24A well?
We rtested at two sites on Indian Creek which are
east and the southeast of the proposed location.

Can you explain what those test results showed?

Well, we take the test to insure that any fluids that

we use drilling and cementing operations are as good a

quality water as any of the surrounding streams. We
have to use as good a quality or better quality water
in our drilling operations so as not to impalr any
wWater sources that we encounter during the drilling
operatlon.

Approximately how many wells has Cabot previously
drilled in Virginia?

I believe 1t's approximately 20.




Haz Cabot experienced any significant problems with
erosion control or water supply interruption 1in
virginia?

Not to ny knowledge, no.

McCLANNAHAN: Tnose are all the questions I have of Mr.
Prudnick.

CHAIRMAN: OQuestions, members of the Board?

BRENT: You mentioned, as did Mr. McClusky at the
hearing, that you would provide a 20 mill pit liner?

PRUDNICK: That's correct,.

BRENT: 1 see here in the addendum to your permilit
application where they're asking for a variance to use
a 10 mill pit liner. WwWhy 1s that?

PRUDNICK: Occasionally we can get by with a lesser
dense material to properly sustain -- to Keep the
fluids in the drill pit. The 20 mill liner 1is a
requirement in the situatio.s where you might run into

some ground rock anc materials in the pit itself that

could possibly puncture that. In this situation, based

on our site inspection, we felt that we could get by

the 10 mills.
BRENT: Why would you tell this Board and tell Mr.
Christian as well that you're going to use a 20 mill

and then file an addendum to use 107

PRUDNICK: Well, the 10 mill waivers 1s something we do




s standard basls to give us the option to do that.

At this time we really reserve the right to use either
size liner. We have the approval to =--

BRENT: That doesn't address my question, though.
question 18 why would you tell us you are going
20 and then use 107

PRUDNICKE: Well. I think we have every intention At this
point in time because of Mr. Christian's concern to use
a 20 mill and forego the waiver to run the 10 mill.

McCLANNAHAN: Would you be willing to withdraw your
request for a waiver of the 10 mill liner?

PRUDNICEK: Yes.

BRENT: Would you do so?

PRUDNICE: Yes, Sir.

CHRISTIAN: I'd like to ask him a question. Have you
been on that property?

PRUDNZICK: No, I have not.

CHRISTIAN: You sald according to the well site that you
Mnew =--

PRUDNICK: 1I'm SOrrY.

CHRISTIAN: You sald you knew what the property was. In
other words, you withdrew your well liner there.

fine. But you said that due to the location of

the property that you == in your testimony that you had

been there,




MR. PRUDNICK: That're correct. But I did not indicate that
I had been to the Bite, I am reliant on the field
people that do the work for us in the field.

MR. CHRISTIAN: Let me ask you something else. Why would

you take a water sample one mountain beyond where

you're going to drill the well? I mean, where you;re
ralking about taking those water samples, there's a
pountain bectween those. That wouldn't even he the same
water supply. HNot at all. I mean, I grew up thertre. I
know that country. 1t you took them on Indian Creek
you ain't a mile or maybe two from the property.

MR. PRUDNICK: I would defer the question as to where we
took our proposed water samples to Doug Lite. He's our
field representative that picks the locations where the
samples. So I'll have to defer that question to ham.

(Witness stands aside.)

MS, McCLANNAHAN: May I call Mr. Lite?

MR. CHAIRMAN: Sure,

DOUGLAS LITE

a witness who, after having been duly sworn, wWas examined

and testified as follows:




BT EXAMINATION

BY MS. McCLANNAHAN:

l:;l-,

Mr. Lite, would you please state your name and address
for the record?

Douglas R. Lite, Route 2, Box 958, Pounding Mill,
Virginia.

And your profession?

I'm director of surveys for Marshall Miller and
Associates in Bluefield, virginia.

How long have you worked as director of surveys for
Marshall Miller?

For three and a half years.

And your employment prior to Marshall Miller?

I was the manager of Interstate Engineering in Buchanan
County for 18 years prior to that and I was with a

coal company -- Lester Coal Company engineering
department prior to that. So about 28 years all
together.

Have you been previously qualified as an expert witness
1n the Commonwealth?

Yes.

In what jurisdictions?

In Buchanan and in Tazewell also.

Have you previously been qualified as an expert witness




A.

MS.

MR.

before the Gas and 0il Board?
Yés.

MCCLANMNAHAN: Mr. Chairman, I would submit Mr. Lite as
an expert witness 1n surveyling matters.

CHAIRMAN: He's accepted.

(Ms. McClannahan continues.) Mr. Lite, have you been

on Mr. Christlian's property?

Yes, 1 hava,

Is there a stream located on the property?

Yes.

Could you explaln where the stream is in relation to
the location ot

The stream is approximately 100 to 120 feet west of the
Slte.

Did you locate any springs on the property when you
viewed the property?

I did not see any springs.

Did you locate the stake for the well location on the
property?

Yes.

On what date did you do that?

It was November of 1996, I beljieve. Somewhere in that

neighborhood. I'm not sure of the exact date.

Did you say what year?

1996.




~  MeCLANNAHAN: Those are all the questiong I have for Mr.
Lite.

Il MR. CHRISTIAN: If Mr. Lite knows about the water situation

-- we've already discussed about the land and the

difference in the opinion of the footage from the

creek. He deferred to Mr. Lite To answer my question

as to why you would take a water sample a mile and a

half away over another mountain? I mean, 1tU's a

mountain. T wouldn't want to climb 1t.

LITE: Panther Branch 1s a tributary of Indian Creek.
CHRISTIAN: Whar?

LITE: Panther Branch is a tributary of Indian Creek.
CHRISTIAN: Tt is a tributary but took the water sample

on Indian Creek. OKkay. Indian Creek 1s == you make a

right -- when you going up to Panther Branch you make a

right. You go up Indian Creek -- I mean you make a
You go up Indian Creek you make a right. So if
yvou took it on Indian Creek which it is part -- Panther
Branch is a tributary. But where abouts on Indian
Creek did you take that?
MR, LITE: We took the samples north of where Panther Branch

dumps into Indian Creek and we also took a sample south

of where Fanther Branch runs into Indian Creek.
Why would the surveyor be doing the water

1€ what I'd like to know?




I didn't do the water sample. I had a man pick

up the water samples.

CHRISTIAN: So you don't know exactly where he took

then?

LITE: Yes, I know exactly where we got them.

LEWIS: Did you take a sample right close to his
property there where the well will be drilled?

LITE: No, we did not.

CHRISTIAN: wWhat would the r=ason not to take it at the
site where you're going to do the drilling? There's
plenty of water there.

MCCLANNAHAN: Mr. Lite, 1s there any water on the
proparty?

LITE: The stream in question is barely a foot wide in
the wet weathier season.

CHRISTIAN: I'm sorry to disagree. That was what our
and horses drank out for all these years and I'nm
that in the last few years that stream has not ran

dry. It's never been dry when I've been on the

property. That's another reason I wanted to video tape

5

- 5

McCLANNAHAN: Mr. Chairman, may I ask a question of Mr.
Pryor? He's also been on the property.
CHATRMAN: Yas.

McCLANNAHAN: Mr. Pryor, have you been on the property?




PRYOR: 1 was out there Fridae

MCCLANNAHAN: The stream that he's indicating is on the

property approximately 100 feet from the location of

the well. WwWould you describe for the Board the size of
the stream, 1f one exists?

PRYOR: There was no water in it whatsocever. It's about
thig wide. It looked like just a wash =-- a drainage
ditch. There was no water i1n 1t whatsoever.

CHRISTIAN: WwWell, that's strange. We use to have a
swimming hole on 1it.

CHAIRMAN: Mr. Christian, have you been up there
recently?

CHRISTIAN: I haven't bean ther2 in the last month.
can tell you == I was up there == 1 believe 1t was
August and there was water in 1t then. It was a lot
dryer in August than 1t was a week ago.

MCCLANNAHAN: Hr. Christian, how long has 1t been since
you lived on the property?

CHRISTIAN: It's been 30 some years since I lived on the
property. <Close to 30 -- well, probably 38 years.

GARBIS: I have 1n some of the documents you provided a
topo and maybe 1 should ask Mr. Lite. Do you recognize
this?

LITE: Yes.

SAF2IS: If 1 take my scale over here and scale to the




stream -- I qguess that's Panther Branch =-- 1t looks
ke 1t's about at least RAQ0 feet. So we're pnot
talking about that =--

CHRISTIAN: We're not talking about that one.

CARBIS: We're not talking about that. 1 also note by
looking at the topo here that it appears that where
your planning to drill -- somebody's planning to drill
a wall here this draw as it goes to the west. You
have the ridge lines identified to slope to the ground
and you have your 2,600 elevation marked here clearly.
So what you're saying 1s that by virtue of the topo-
graphy 1t naturally drains almost like where the well
1s going to be? I mean, you've got high ground in all

basically from where the well 1s. Would you

that=?

I guess as a civil engineer -- I am a register-
fessional engineer. So I gquess 1 am qualified to
make a comment that were one to delineate this area you
could at least come up with some degree of runoff that
would basically look like -- come directly right to
where this wall 15 going to be,
There 1s a stream west of the wall site. A wet

weather branch basically that runs during wet weather.

That's where 1t ran when I was there. Now, obviously
L |




My, Christian seen something I didn't.

. R

ME. GARBIS: How would 1t take to drill the well’ 1 Quess

we're talking about the maximum exposure time where

there could be potential damage. What are we talking

about as : s == are we talking a two Or three or
four week exposure period?

MR. PRUDNICK: Four to six weeks. The drilling operation
1tself takes approximately eight days. Prior to that
it will take three to four days to build the location.

Then the eight days to do the drilling. Within a week

after that we will do the completion of the well

speration and shortly thereafter lay the pipeline in
and set the facilities and reclaim the location.

ke

GAFBIS: Because you have to upgrade this really. It
14 rcent assess. So this road would have
to a higher standard than what 1t 1s

PRUDNICE: : we'rs goling to have to upgrade 1t.
SARBIS: So that road would have to be upgraded. Also I
you have "the stream will be diverted to
accommodate road construction.”™ It looks like you're
ing to put in a concrete pipe 1n here. C&P pipes

cays here "Stream will be diverted to accommodate

road construction.”™ Will that also be a part of this

-

operationi:
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PRUDNICK: Yes, we would install a culvert pipe.

T

LITE: That's corrugated metal pipe.

ARBIS: It appears to me that there might be scme -- 1

can understand the concern on the part of Mr. Christian
out there. It could potentially be -- of course, we've
had a pretty dry summer but -- I mean, there's no
guarantee what the future holds. So I can see Just
looking at the topography that potentially there could
be a problem with -- 1f you have heavy rains or a
problem it's going to go down hill and it will go down
to Panther Creek. Would somesbody agree, not agree? 1
you look at the topography --

ITE: We calculate the run off area after we drill. I

probably won't be that much.

GARBIS: Yeah. I mean, you're probably scaling it off.

McCLANNAHAMN: I would just suggest to the Board that

that is the purpose for the s01l and erosion control
plan which 15 submitted with the permit application
which the Gas and 01l Inspector approves. And when the
Gas and Gi1]l Inspector reviewed the soll and erosions

plan the first timpe it was approved as being adequate
to protect the streams on the site. And then when he
made h.s findings at the hearing he specifically found
that the location of the proposed well site isn't a

irainage ar=a which contributes to Panther Branch which

[




1 1 the only continuous flowing water stream. Theee are
2 the words of the Director. "And 1s located at an
I

3| approximate distance of B850 from the proposed location
4 and that only wet weather springs occur in the drainage
S area during certain periods of rainfall and that the

E" soll and erosion sediment control plan was adequate To
7 protect those 1issues. If they aren‘'t adequate and 1if

I

8 something happens then obviously the Gas and 01l

9 || Inspector under his regulations can 1ssue a violation
10 to the corporation during the drilling and the corpora-
1" rion would have to make necessary adjustments.

12ll ME. GARBIS: Mr. Chraistial are you 1in possession of this?
13| MR. CHRISTIAN: I have one but I don't believe I have 1t

14 with me. I am familiar with 1t, yes

15| MR. GARBIS: WwWnere he has this well identified, 24-A, you

16 said that you thought 1t was at some other location.

17 What was the other location that you thougnt =-

1B} ME. CHRISTIAN: The other location 1s approximately 200 feet
19 || east of this location Actually a1t would be a little
20 north and =ast of this location.
21 ME, GAREIS well, that would be closer to Panther Creek.
E?F Thar would bse aven mpore ==
23 HME . HRISTIAN: But mnderstand, this 1s a contributory
24 stream here. Whatever they say, 1it's not a wet weather
25 stream. I mean, I Xnow better. In 50 some years it's

11




never bean a wet weather stream.

SARBIS: Well, let's put that 1ssue aside.
know where you think this --

TIAN: If you go north and east 1is where 1 thougnt
site was golng Tto be.

GARBIS: So northeast about 200 feet?

CHRISTIAN: Yeah. North and east. And more east than
north. You know what I'm saying?

GAREBIS: That's gc 5 golng to put
them right in the 1f you go 800 feet. Did you 200
feat?

CHRISTIAN: Approximately 200 teert.

CHAIRMAN: It would be right above the A.

GARBIS: Well, I can't see why that would make any
significant difteren

CHRISTIAN: 1It's difference 1n the grade of land.

GARBIS: Yeah. I don't know what the contra-intervals

on your =-- Mr. Lite, do you know what the contra-

intervals are here’
TE: That's 400. No. Just 40 foot area.
So there might be a little difference 1in
ut I'm trying to look at -- trying to be
straight up here and be fair. I can see on Mr.
Christian's part where he may have a problem. But I

also heard, Mr. Christian, that your real issue 15 the

{
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MR .

fact that -- we could work out the difference in where
the location of the well is but your =-- moneywlise,
that's what your 1ssue 18.
we can work out the difference in the
on, correct. Sure. But that is a matter for the
Court. I suppose 1f we can't agree between --

ARBIS: Just again to refresh my memory, what do you
exactly want? What would you like 1f you were king for

a day?

CHRISTIAN: What I suggested to him was $§5,000 now and

55,000 every five years for as long as they're on my

property which to me 1s very cheap because they're

going to tie up my property for the next 30 years. And

therefore, I think 51,000 that they offer in compen-

sation really --

McCLANNAHAN: Mr. Chairman, I would just submit that the

settlements with regard to damages between the
landowners and the corporations 1s not really an issue
that's within the jurisdiction of the Gas and 0il
BoAard.

KYME: Jessile's offer does not inclucde damages. That 1s
simply consideration in his point of view to allow
Cabot to drill the well. In addition to that he wants
to be paid damages for the property.

CHAIRMAN: Of course, it is totally correct the Board is
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not going to decide that 1i1ssue, We're not here to

decide poney matcters at all

{ARRIS: Mr. Chairman, I have a questiol. i1'm not sure

where I got this particular document. IL'sSs & CIross

séctilon. It shows a couple of cross sections O0f AA ana

Saection BE and C.

CHAIRMAN That's out of the permit appliication.

HARRIS: Okay 1 never could find those cross sections
were., BUL ==

EYME: Look at the site plan. They're on the site

-

plan.

CHAIRMAN: It's 1n the permlit application.

FULMER: The next one under. What you see on the next

HARRIS: Yeah. I was asking about those Cross sections.
I ticae that there's branch down at the bottom that's

approximately 100 feet or so from the proposed well
gite I was wondering, is that the branch that Mr.
Christian 1s talking about?

CTHRISTIAN: Yes. That would be the branch. And those
two auxiliary pits are very close.

HARRIS: The purpose of the auxiliary pite is what? I'm

i4




not sure who I need to ask that.

MR. PRUDNICK: Well, we have a primary excavated pit to take
care of the fluids and the cuttings from the well bore.
In the event that we encounter significant flows of
fresh water or salt water from the well bore during the

drilling that the primary pit cannot contain then we

will dig the auxiliary pit, line 1it, and then let the

overflow ligquids go into that auxiliary pit.
HARRIS: Bur that's not domne up front. That's done --
PRYOR: No, it's not. That's correct.

RIS: Doe2s 1t overflow and then you decide --

PRYOR: No, no. We are required by regulations to
maintain a two foot breadboard in the primarily
excavated pit. If we see that we cannot maintain that
adequate breadboard then we will contact the Inspector
and notify him that we would like to dig the auxiliary
pit and do so with his approval.

ARRIS: But that can take, what, a couple of days?

A couple of hours. It really depends on what
type of ground that you're into there. Those are on
locations with the rig. So if it needs to be done you

immediately dispatch the operator.

HARRIS So in case of a rain -- I mean, if all of a
sudden there's a down pour and it fills that and it

overflows something can be done?




MR.

MK .

PRYOR: That's correcet. =1 I will alsn that the

surface water from the location itself is diverted so

that i1t does not enter that primarlly excavated pit.

That 1s simply for fluids that come from the well bore

during the drilling operaticn and any rain fall that 1s

L =

exposad

that surtace arsa.

BRENT: 1t you don't want to dig that other pit unless

you have to.

PRYOR That's correct.

BRENT: Because you don't want to disturb the environ=-

ment.

PRYOR: We

tal i1ssue

3
-

-

factor as well as environmen=-

Ust want to be clear on that. Thank you.

Did you have anything further, Ms. McClanna-

McCLANNAEAN: No, Mr. Chairman, I don't. I would

request that the Board grant our obj)ection to the

petlilon

for appeal and deny Mr. Christian's reversal

of the decision by the Gas and 0il Inspector at the

Informal

that Cabot

il Beoard

liner be

CHAIRMAN:

»
4

ract

inding Hearing. But I also would submit

011 and Gas on the record before the Gas and
will request that the waiver for the 20 mill
emoved from the permit application.

Do you have anything else?




CHEISTIAN: As I stated eariler

1 have nothing.
I have one guestion Mr. Christian, if we were
t you an extension what would be the purpose of
xtension?
18§ To

go thera and show

the exact location of that stream and show there 1s

water

wI'ong

MR. GARZ2IS:

in that stream and to show the distances are
as to what they're saying here.

Put you just told me that the distance from the

well can be worked out. Then you Jjust told me ==

MR. CHRISTI

AN: If they change tne well site. The well site

15 the only way 1t can be worked out. they change

the we

1l si1te because where the wall site 1s5s now I want

to show == and the other dispute 1s -=- 0of course, this

may be

off of

|-|.F--—..j
& &
=

Aoour

- 1L AL
'|-t-| F-lil

put Aab

vidano

i 0=

o |
-] &N

a property matter -- there's no way they can be
my property in 2 et coming from this well

There's no way. I mean, here 18 something 1

to show, That 1 ' = one thing they can't

~uthful about how do I know they're being truthful

inything or how does the Board know they're besing

11. rhat's the only thing I'm saying. I want to

solute proof that you're not going to deny on

rape with someone holding a tape in one hand and
ra showing the footage and somebody else 1n that

over taere splashing water. I mean, that's
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ME. GARBIS Are you telling me that if they -- am I hearing
you say now that if the location of the well is moved
then that would settle the matter?

ME. CHRISTIAN: It would settle the matter if they moved it
to the right location to get away from that stream,
yeah. The money part, no. That's a different thing
which the Board can't take up as we've been informed.
The Board can't take up the money part of it. But also
whether the Board finds for me today or Cabot -- I will
still do the video. All I asked for was for the
vegetation to die enough for me to show the actual
land. When you've got a lot of vegetation and a lot of
trees -- they're not only doing to do damage there.
when they cut a 20 foot lot of trees that are good
timber that could be used right now =--

MB. GARBIS: BEut you're going to be compensated for that.

MR. CHRISTIAN: Yeah, 1f we can agree to it. But they don't
want to talk about any compensation.

MS. MCCLANNAHAN: Mr. Chairman, I believe Cabot has indicat-
ed that damages will be compensated in accordance with
company policy and that testimony is on the record,
that damages will be paid. We would, of course,
request that the permit be issued as well as the

petition for appeal be denied with the modification

78
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talking about is strictly a matter that =-- not this

Board but maybe a court action. I would certainly move

that we grant this application.

-

CHAIRMAN: I have a motion. Do I have a second? You

understrand that thar motion would be a denial of Mr.

Cchristian's reguest and a granting of the permait

applicaction?

KING: Eecause I think everything Mr. Christian 1s

talking about 1s a matter that's not in this Board's

}urLEdlctzun.

HARRIS: Mr. Chairman, one thing about that, though, my
understanding is that at the time the offer was made

Mr. Christian thought that it was on another part of

That's correct.
ARRIS: Did you go up there and realize then that 1t
diffaerent?
CHRISTIAN: Yes, I dad.
HARRIS: You did physically go there?
CHRISTIAN: Yes. Well, I can't recall the exact date.
It was after Mr. Eyme had mailed me the papers.
McCLANNAHAN: Mr. Chairman, Mr. Christian indicated
before the Informal Fact Finding Hearing that he had
been on the property and the property had already been

gEtakes with the well location as of the Informal Fact




Finding Hearing date., And that obj)ectlon was never
the Informal Fact Finding Hearing despite the
that he had been on the property prior to that
In addition to that, procedurally 1f the 1issue

not raised at the Informal Fact Finding Hearing and

not put in writing then 1t's not a matter properly

ore the Board. But even if you put that procedural
s5ue e Mr. Christian was on the property where
located for the well prior to the
Fact Finding Hearing and did not raise that
the Informal Fact Finding Hearing.
I'm SOITY Tto disagree with you. I was on
perty and I believe what I stated at that
hearing was that I was on the property but not
hat particular stak

EING: How many stakes do you put?

PRUDNICK: Just one stake,

CHRISTIAN: But they did a survey =-- you Know, you can
»nly survey -- you can't use one stake and run a
survey. They had stream=rs i1n the trees. And there's
been two or three surveys done on here without me
knowing -- without my knowledge.

HARRIS: Lel o et back to the question, though.
You're saying that there's another spot that would be

w

acceptable to drill in and =-- 1 guess my question 1is




about physically being on the property. You've been
there to see that stake is down here rather than over
here?

MR. CHRISTIAN: Yes. Since the last hearing I've been
there. WwWell, let's see. We had the hearing on August
8th,I believe, and then I was up there shortly after
that. Within a week or so after that because I was -—-
there's two garden spots and the one is a long way from
the stream -- not a long ways but it's a better
distance from the stream.

HARRIS: But you know for sure that they're at the

closer one?
CHRISTIAN: If the stakes in the right location there
it's the closer one. That's whny I cannot say —-— see
how they can say 1it's a hundred and some feet.

CHAIRMAN: I have a motion to what would constitute

approval of Tom Fulmer's decision and to deny Mr.

Christian's appeal. Any further discussion?

ERENT: Mr. Chairman, we've taken an awful lot of time

in this case and I think rightfully so. I hope 1L'S
been demonstrated that the Board 1s concerned about the

issues as they are with everybody else's 1ssues. But

it's kind of clear to me that you your concerns,
although they may be very, very valid, are beyond the

authority of this Board. I would move that we uphold




Mr. Fulmer's decision and deny Mr. Christian’'s aEpeal.

MR. CHAIRMAN: We have a motion and second. Any further

discussion? All in favor signify by saying yes. (SOME

AFFIRM.) Opposed say no. (ONE ABSTAINS.) We have one

abstention. Thank you. That concludes this matter.

We're going to take a five minute break while the other
parties get to the table. We'll be calling the

petition from Buchanan Produccion Company.

(AFTER A BRIEF RECESS, THE HEARING CONTINUED AS
FOLLOWS: )




MR. CHAIRMAN: The next item on the agenda is the Board will
consider a petition from Buchanan Production Company
for the pooling of coalbed methane unit identified as
02. This 1s docket number VGO3-97/10/21-0610. Quiet
please. All right. Go ahead.

SWARTZ: Appearing for the applicant, Mark Swartz and
Les Arrington.

MR. CHAIRMAN: The record will show there are no others.
You may proceed.

MR. SWARTZ: Mr. Chairman, this is an application by
Buchanan Production Company for a pooling order under

Dakwood I and II. The Oakwood unit that we'll be

dealing with today 1s Unit 02. 1It's a pretty straight

forward application. The heirship -- or a portion of
the heirship we have not been able to obtain leases
from are l1isted as the respondents. My only witness
would be Mr. Les Arringrton. If we could have him sworn
we'll get going.

COUET REFORTER: (Swears witness. )

LESLIE K. ARRINGTON

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

ancg testifled as follows:




DIRECT EXAMINATION

BY MR. SWARTZ:

Q

state your name for the record, please.
Leslie K. Arrington.
Les, who do you work for?

Consol.

Did you draft both the notice of hearing and the

application with regard to this matter that we're here

on today?

Di1d you also prepare the exhibits?
Yes, I dad.
Have you filed an affidavit of due diligence with
Board?
Y&s, we nhave.,
thatrt's 1n your packet of exhibits that you've
Board today?
it 15 as Exhibit =2.
g with that affidavit of due diligence you've filed
certification of mailing and return recelpts and
also you've filed the certificate of publication, 1s

that correct?
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who is the applicant here?

The applicant is Buchanan Production Company.

and Buchanan Production Company is a Virginia partner-
ship that has two partners, Appalachian Operators Inc.
and Appalachian Methane Inc., 1§ that correct?

That's correct.

Are those rtwo corporate partners fully owned indirect
subsidiaries of MCN Corporation?

Yes, they are,.

Is Buchanan Production Company authorized to do
business in the Commonw=alth?

Yes, 1T 1s.

who are you requesting be appointed the designated
operator here?

Consol.

Is Consol Inc. a Delaware corporation?

s, it 1is.

Ts it authorized to do business in the Commonwealth?

Has Consol Inc. registered with the DMME and does 1t
have a blanket bond on file?

Yes, 1t does.

Has the management commlttee of the partnership

Buchanan Production Company delegated to Consol Inc.
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rartaln responsibilities with regard to Buchanan
Production Company's Assetse?

Yes, 1t has.

Have you filed with the Board today behind Tabs 4, 5
and & documentation with regard to that delegation?
Yes, w2 have.

Essentially Buchanan Production Company deoes not have
any employees and relies upon Consol Inc. to manage
it's aftairs for it?

That's correct. It does.

And has Buchanan Production Company specified certain
people within Consol to have certain duties?

Yes, 1t has

Who are thos2 p=ople and what are their general

re nsibilities?

rlr-,

C

P

(w8

Claude Morgan as general manager, William Gillenwater
as land manager, and Randy Albert as regulatory
manager.

And do you work with those three gentlemen?

The names of the people that we're seeking to pool,
they are listed in the notice of hearing, correct?

Yes, they are,

Do you wish to add or subtract anybody from the list of

respondents?

87




No, wa do not.

In Exhibit =B3 have you listed the people that we are
seeking to pool and their interests in the unit and
thelir interests in the division of interest in the
longwall pan=sl that we're dealing with here?

Yes, we have.

And the first column lists net acres in -- I take that
back. The second column lists net acres in unit == the
thir rcentage overall and then the last column of
Exhibit =2B3 would be the division of interests in the
3-West Panel?

That's correct. 1t does.

If vou look at the plat == to give the Board some idea

of what we're talking about here, 1f you look at the

plat, Exhib.t =A, there's a tract 4 which is basically

the upper portion of the unit, correct?

That's correct.

Anc the respondents have undivided interests in that
&7
correct. They do.

act 4§ a fee tract?

Doas the applicant have leases from any of the owners
of that Tract 47

Yes, we do.




Roughly half of the owners are leased and roughly half

are being pooled?

That's correct. They are.

And that accounts for the approximate 25 percent
interests of the oil and gas that we're trying to pool
today?

Yes, 1t does.

If you look at Exhibit =A, Page 2, does that set forth
the standing or interests of the applicant as well as
the interests to be pooled?

Yes, it does.

Could you summarize what those are for us?

Yes. We have leased 100 percent of the coal and we
have leased from the oil and gas 1nterests 75.49021
paercent. We're seeking to pool 24.50%79 percent of
oll and gas owners.

That's only i1n Tract 47

Yes.

BEecause everything else 1s leased?

Yes.

When did you mail -- as required by the Virginia Code
what was the date of mailing?

The date of mailing was September 19th.

19977

Yes




10

12

13

14

15

16

17

18

19

21

24

o

A .

(.

[

i)

And that was by certified mail and you mailed the

notice of hearing and the application with the exhibits
to all the respondents?y

Yes, wa did.

And then there's a certification 1indicating the status
of the mailing; when 1t was received or when 1t was
returned or 1f it's still outstanding?

That's correct. It 1s.

was the notice of hearing published?

Yes, in the Bluefield Daily Telegraph on September
25th, 1997.

And there's a certificate with regard to that in the
exhibits
Yes, there 18.

To the extent that the Beard would grant our regquest
for an application to pool are you recommending certain

*he Board for people who might deem toO

lease terms tc

=3 -

d7

De jl2as

e

Yece, we are. For a coalbed methane lease a dollar per
acr= rental, one=eighth royalty with a five year term,
And generally would those be the terms that you've
offered to othaer people that you've leased in the area?
Yes 1L 18.

Unit 02 18 an B0 acre Oakwood unit?




It overlies what mine?

The VF=3 Mine.

And 1s it expected to produce active gob from that

location of the unit in relation to a portion of
15 depicted on 4 map you've attached
ipplication as Exhibit s=G7Y
that shows the OZ unit:
Yes, 1t does.

the upper portion, 9,305 percent

And there really 1s not a well located within the )2

unit:
1S NOC.

will be allocated to that unit?

attached an Exhibit =C showing average well

U prepare that exhibat?




Yes, I did.

Was in prepared within the last 60 days?

Yes, 1t was.

And the average formation depth or the average
the Pocahontas =3 Seam 1s5 what?

775 feet.

-
And that's shown on Exhibit =C and 1t's also shown 1n
your application?

Yes, 1T 1s.

In terms of estimating or calculating royalty, partici-

pation costs or carried interests costs the division of

on Exhibit =B3 is the percentage that
would be used?
That's correcet.
And the allocable costs are shown on Exhibit =G, Page
1, is that correct?
That's correct.
Could you state what 18 shown on Exhibit =G, Page 1,
with regard to the 02 Unit?
The costs allocated to that unit would be §124,387.70.
Which is roughly 9.3 percent of the cost of the gob
wells within the 3-West Panel?
That's correct.
At least the cost of the wells that are being allocat-

ed?




That's correct.
Your application requests that the allocation of

production and the payment of royalty for active gob

production be as 1s set forth at Paragraph 4.b which is

really taken from one of the amendments to the Oakwood
Orders C t?
That's correct. It 1s.
So you're asking that essentially the royalty and
production be allocated as provide in the Oakwood II
Rules?
ThDat's COorrTect. We are.
Is 1t your oplinion that the plan of development that's
shown on Exhibit =G for this particular unit 02 1is a
reasonable plan evelop the coalbed methane resource
in the Dakwood Field, specifically below the Tiller,
for the benefit of the owners of that resource?
Yes,
Is 1Tt your opinion that this proposed plan of develop-
ment will, in fact, protect correlative rights?
Yes, 1t will.
That's all I have.
“hairman, I'm Just a little confused about
actual well will be. In Exhibit =zA I don't
location.

not one i1n there.
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HARRIS: I missed something aiong the way. While when

something else was going on I kept looking and --

CHATIRMAN: It's an allocation area. There's not a well
1n it
HARRIS: 0Okay. I knew there wasn't an existing well and

1 thought =-- so this 1s an allocation.

SWARTZ : Did you look at Exhibit =G7
HARRIS: Right. That's the cone and I drew the circled

SWARTZ: Right. There are a goodly number of potential
wells 1n that panel. I think we're using, what, five?
ARRINGTON: Yes.

SWARTZ: For allocation purposes in terms of cost and

production. SO the gas that's allocated to Unit 02

o

will actually be produced from wells in other areas.

HARRIS: I Just wanted to make sure that's what I was

hearing oKay
RIGGS jere's tan
ARRINGTON: There's ten. 1I'm sOoIry. There's ten gob

CHAIRMAN: Now, you're asking for Oakwood I and II?
SWARTZ wWell, that's what the application asks for but

I don't think we really need that. Do we, Les?
ARRINGTON: No.

CHAIFPMAN: You con't need I.

94




SWARTZ: Just Oakwood II. I tried not to confure that
the application wWas wWrong.

CHAIRMAN: Would you like to your application?

SWARTZ : ] tried to 1ncicate testimony that we
really only wanted II.

CHAIRMAN: Would you like ] your application?

SWARTZ: To the extent that we have to, yes. We are
only seekinc - under II.

KING: VE rou're wrong.

SWARTZ: all, = pressed. Unless pressed and Benny
Just wouldn't let me up off the mat. You're right.
You're absolutely right.

EING: I don't like to

CHAIRMAN: Any other guestions, members of the Board?

(Witness stands aside.)

CHAIRMAN: Do you have anything further?

NO.
Do wa have a motion?

1 make a motion to approve the application.

I second that motion.

CHAIRMAN: All in favor signify by saying yes. (ALL

AFFIFM.) Opposed say no. (NONE.) The applications

ﬂF;[J?Pd+

SWARTZ: Thank you all.

CHALRMAN: Thank you.
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ITEM VI

ME. CHAIRMAN: The next 1tem 15 a petition from Equitable
Resources Energy Company for pooling of a coalbed
methane unit identitfied as VC=-3672. This 1s docket
number VG0E-97/10/21-0611. We'd ask the parties that
wish to address the Board in this matter to come
forward at this time.

MR. KAISER: Mr. Chairman, members of the Board, I'm Jim
Raiser on behalf of Equitable Resources Energy Company.
Our witnesses today in this matter will be Mr. Dennis
Baker on land matters and Mr. Bob Dahlin on procuction
and operations. I would ask at this time that the
Wltnessaes De sSwWOoIn.

COURT REPORTER:

MR. CHAIRMAN: The record will show there are no others.

You may proceed.

DENNIS E. BAKER

witne wno, atfter having been duly sSworn, was examined

and 3 ' as follows:




NIRECT EXAMINATION

BY MR. EKAISER:

-

Mr. Baker, could you state your name for the record,

who you're employed by and i1n what capacity?

Dennis Baker, employed by Equitable Resources Enerqgy
Company as senior landman.

Do your responsibilities include the land involved here
and the surrounding area and have you qualifications

as an expert witness 1n land matters previously been
acceptad by the Board?

Yes, they have.

Are you familiar with Equitable's application tor the
establishment of a drilling unit and the pooling of
unleased interest for EREC well VC-3672 dated September
18th, 19977

Yes.

Is Equitable seaking to force pool the drilling rights
underlying the drilling and spacing as depicted at
Exhibit =A of the application?

¥es, 1t 1S.

Does the location proposed for well VC-3672 fall within
the Board's order for the Nora Coalbed Field Rules
cated March 20th, 19897

Yes.
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0. Are all unleased parties set out at Exhibit sB?

A. Yes, they are.

0. Does Equitable own drilling rights in the unit involved
here?

A. Yes, we Co.

Q. What 1s the interest of Equitable in the gas estate

within the unit at the time of application?

A AT the
Equitable.
Q. Are you familiar with

of parties other than
the gas estate at the
A. Yes, I am.
MR. KAISER: Mr. Chairman,
that I'd like to hanc

{ PAUSE. )

Q. (Mr. Kalser continues.

time of application 8%9.22 percent was leased to

the ownership of drilling rights
Equitable underlying this unit in

time of application?

I've got a revised Exhibit =B

out AT thls time.

) Mr. Baker, subsequent to the

£1ling of the application have you continued to attempt

to reach an agreement

with the respondents that were

listed at Exhibit #B to the application?

A. Yas, we have.,

-
-

0. And as a result of those efforts have you obtained

additional leases since the time the application was

fi1led?

A . Yes, we nave,

9B




Could you please note those as they appear in the

revised Exhibit =B for the Board at this time?
revised Exhibit =8 on Page B8, third name from
Ssharon Breasding 15 now a leased interest. On
the revised exhibit, fourth name from the
top, Sharon Breeding. Those are the only new lease
that we acquired in both estates, gas and coal.
Sso could you now state for the Board the percentage of
both the gas estate and the coal estate that Equitable
currently has under lease?
At the time of application the gas estate was B9 22
percent leased. At the time of hearing B89.9165 percent
i leased. The coal estate at the time of application
95.45 percent was leased. At the time of hearing
96.1465 percent is
sspondingly could you list the percent of interest
unli=ased at time of hearing?
neé of application the
unleased 1 35 10.78 percent. The unleased
\nterest at the time of hearaing is 10.0835 percent.
The coal estate at the time of application unleased
interest was 4.55 percent. At the time of hearing
.8535 percent 1s unleased.

Mr. Baker, were efforts made to determine if the

individual respondents were living or deceased or their




whereabouts and if deceased were efforts made to
dertermine the names and addresses and whereabouts of

the successors to any deceased individual respondents?

e case of unknown heirs were reasonable and

forts made and sources checked to i1dentify
and the location of said heirs, to include primary
sourc=s such as deed records, probate records, assess-
ors records, Ttreasurers records, and secondary sources
such as telephone directories, city directories, family
and friends?
Yes.
In your professional opinion was due diligence exercis-

locate each of the respondents named herein?

Are the addresses set out 1n revised Exhibit =B to the
application the last known addresses for the respond-

entse’y

equesting the Board to force pool all unleased

listed at revised Exhibit &B?

Does Equitable seek to force pool the drilling rights

of each individual respondent 1f living and i1f deceas=-

ed, the unknown Successor O sSuccessors to any deceased




individual respondent?

Yes, P are.

Is Equitable seeking to force pool the drilling rights
of the person designated as trustee 1f acting in such
capacity, and i1f not acting in such capacity 1s
Equitable seeking to force pool the drilling rights of
the successor of such trustee?

Yes, w2 are,

Mr. Baker, are you familiar with the falr market value
of drilling rights in the unit and in the surrounding
area?

Yes, 1 am.

Could you advise the Board as to what those are?

A five dollar per acre consideration, £five year termm,
cne-eighth royalty.

Did you gain your familiarity by acquiraing oil and gas
leases anc coalbad methane leases and other agreements
involving the transfer of drilling rights in the unit
involved here and i1n the surrounding area?

Yes did.

In your professional opinion do the terms you have

testifiecd to represent the fair market value of and the

falr and reasonable compensation to be paid for

drilling rights within this unit?

Yes.




Based on your testimony as to the respondents who have
not voluntarily agreed to lease with Equitable do you
recommend that the respondents listed at revised
Exhibit =B who remain unleased be allowed the following
options with respect to thelr ownershlp interests
within tha unit; 1) Participation. 2) A cash bonus of
five dollars per net mineral acre plus a one-eighth of
eight-eighths royalty. 3) In lieu of a cash bonus and
one-eighth of eight-eighths royalty share in the
coperation of the well on a carried basis as a carried
operator under the following conditions: Such carried
operator shall be entitled to the share of production
from the tracts pooled accruing to his interest
exclusive of any royalty or overriding rovalty reserved
in any leases, assignments thereof, or agreements
related thereto of such tracts but only after the
proceeds allocable to his share equal A) 300 percent of
the share of such costs allocable to the interest of
the carried operator of a leased tract or portion
ther=of or B) 200 percent of the share of such costs
allocable to the interest of the carried operator of an
unl«ased tract or portion thereof?

That is correct.

Do you recommend that the order provide that any

elections by respondents be in writing and sent to the

102




applicant at Equitable Resources Energy Company,
Eastern Region, FO Box 1983, Eingsport, Tennessgesa,
37662, attention Dennis R. Baker?

Tes,

Should this be the address for all communications
the applicant concerning any force pooling order?

T25.

Do you recommend that the force pooling order provide

that 1f no 2lection is properly made by a respondent
such respondent shall be deemed to have elected to
royalty option in lieu of particapation?

That's correct.

Should the unleased respondent be given 30 days from

the date of the Board corder to file written elections?

Yes.

If an unleased respondent elects to participate should

they be given 45 days to pay the applicant for the

respondent's proportionate share of well costs?

the applicant expesct a party electing to particai-
to pay in advance that party's share of completed

cCosts?

Should the applicant be allowed 120 days following the

recordation date of the Board order and thereafter




nn that date until production is achieved to
pay or tender any cash bonus becoming due under the
force pooling orcer?
Yes.
Do you recommend that the order provide that 1f a
respondent elects to participate but fails to pay the
proportionate share of well costs satisfactory to the
applicant for payment of such costs then the respond-
ent's election to participate should be treated as
having besn withdrawn and vold and such respondent
should be tr- ted just as if no initial election had
been filed under ths order?
Yes, sir.
Do you recommend the order provide that where a
respondent elects to participate but defaults in regard
to the payment of we2ll costs any cash sum becoming
payable to such respondent be paid within 60 days after
the last date on which such respondent could have paid

or made satisfactory arrangements for the payment of
wall costs?

'S Ccorrect.

Do you recommend that the force pooling order provide

that 1f a respondent refuses to accept any payment due,

including any payment due under the order or any

payment of royalty or cash bonus, or said payment
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*annot be paid to a party for any reason or there 18 a
title defect in the respondent's interest or in the
event of conflicting claims to the coalbed methane that

the operator pay into an escrow account created by this

o

card into which all costs or proceeds attributable to
the conflicting i1interests shall be held for the

respondenc‘'s b

L.

nefit until such funds can be paid to
the party by oraer of the Board or until the title

iere

N

t or confiicting claim 1s resolved to the oper-
ator's satisfaction?
Yes.

who should be named the operator under the force

pooling orader?

Equitable Resources Enerqgy Company.
AISER I have no further questions of this witness at

thilis tTime, Mr. Chalrman.

—

"HAIFMAN- Thls weli location, 15 1Tt i1in the area ofr the

Mora Field that the Board recantly 1ssusd a temporary

arader?
BAILET Ye 1y 4l |
“HAIERMAN Any guestions, members of the Board, of this
witness? This location 1s within the window?
rULMER NO
“HAIRMAN: You can't tell by the plat.
FULMER: NOo, 1t'E not.
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s located outside the interior window

believe was sought through the permitting

CHATRMAN And a variance has been requested. Okay.
(Witness stands aside.)

MR. CHAIRMAN: Call your next witness.

8 ROBERT A. DAHLIN, II

9 i w.tness who, after having been duly sworn, was examined
10 And testifi=c
1

12 EXAMINATION

13

14 BY MR. EKAISER:

15 . Mr. Dahlin, could you please state your name, who
16 You're employed by and in what capacity?

17 ; My name 15 Robert A. Dahlin, II and I'm employed by
18 EREC as a production speclalist.

19§ « Have your qualifications 1n the area of production and

20 perations previously been -- have you previously been

dccepted by the Board as an expert witness?
Yes, I have
Do you responsibilities include the land involved here

ana the surrounding area?

TeR,




with the proposed exploration and

the unit here under applicant's plan of

e

11 under the plan ot

sufficient to penetrate and test the

of supply in the subject formations?

the estim d - f the unat?
lion cubic fee
familiar with the cost for

11 under the applicant's plan of

an AFE besen reviewed, signed and submitted to the

was this AFE prepared by an engineering department
~nowledgeable 1n the preparation oi AFEs and knowledge-

regard to wall costs 1n this area?

opinion does this AFE represent a reasonable
estimate of the well costs for the unit well under the

app.icant's plan of development?
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at this time please state for the Board both

hole costs and completed well coste for VC-

le costs are £92,201 and the completed well

o

Lk
=
-

STS anticlpate a multiple completion?

AFE 1nciude a reasonable charge for super-

Jahlin, 1n your professional opinion will the

in the best i1nterest of

rt
| |
.
-3
it

tion of waste, and the protect-

-

gt
=
]
i

]

nave no turther guestions of this witness at

L Cchairman.
Juestions, members of the Board?

(Witness stands aside.)

'd ask the application be approved as

wweé that we grant the applicataion.

A TOoTlon To approve,
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CHAIRMAN:

by saying

Any further discussion? All in favor signify

YEes. (ALL AFFIRM.) Opposed say no.

\ NONKE.

)

IL's approvea.

1098




The next i1tem on the agenda 1s a petlition

irom Equitable Resources Energy Company for the pooling

1identified as VAD=-3738,

of a coalbad methane unlt

docket number VGOE-97/10/21-0612. We'd ask the parties

that wish to s the Board in this matter to come

torward at tinls

MR. KAISER: Mr. Chairman, once again, Jim Kaiser on behalf

Equitable Resources Energy Company. Mr. Baker and

of
Mr. Danlin will again be our witnesses. We have a
somewhat unigue situation here today in that this 1s a
going to produce both conventional
methane gas. It's also a situation
ng a force pooling order for both

both the conventional unit and the coalbed

methane like to -- ana 1t depenas upon

I don't want to confuse anybody.

the Board's
But I know we're to have -- I've talked with Ms.
1at we're going to have Tto have
feparate orders obviously on the separate units, but I
wWOoulid llke To try to == 1f we get into an area where we
iIrt confusing both. But I would like to try to
provide the testimony for both units together 1f

that's okay with the Board.




MR. CHAIEMAN: I think we can accommodate that. Can one of
you or yourself just give the Board a little orienta-
tion as to what you mean wnen you talk about duel
completion.

KAISER: I think probably Mr. Danhlin could best address

with that so that there's

the meantime I'll hand out the

duel completion what we're attempting to do
both coalbed methane and the conventional
the one well bore. What this 15 going to

to do hopefully i1s to develop the resources a

little more economically where certain parts of the

well drilling are shared. For instance, the location,

pipe. That sort of thing helps us econom-

Wwhere we have b2en i1n Nora and Roaring Fork up

set Oout on our

allocate 50 percent of the costs of the
ted portions of the drilling of the well to
Half of the location cost would go to the
coalbed well, half would go to the conventional well.

sitting here =-- I didn't bring a present-




ation. I thought we'd just describe it verbally.
Excuse my drawing, but this 1s basically a represent-
ation of how we handle i1t. The vertical lines here
represent the different casing streams and what we'll
do 15 at this point of drilliing that's all the footage
cost that will be allocated to the coal well. From
this point down will be only conventional. And that's
out in our AFE.
what are those depths?
These rignt here would be the casing streams.
indicates the cemen
No. I mean the deptns.
he coal well 1s 2,600 feet and the convention-
well, I believe, 15 5,780.
DAHLIN: Right. what we do after the completion of

the drilling to this depth 1s we would run four and a

half and cement 1t back up into the seven inch pipe.

And then we'd back this part of the four and half off
and run 1t in with two and three-eighths tubing on a
packer d i1solatrte this section. This 1s what we've
Feen doing in the past. It's working well for us. And
then that would afford us the opportunity == once we go
ln anc perforate the conventional zones then we can
complete 1t up and meter 1t separately. On the coal

side we're run a geparate stream of tubing down here
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and that's where we pump the water from the ccal wells.
So then the annular area between this area in here will
be perforated into the coal seams and then this annular
irea would ccme up and be metered separately. So
basically that's our definition of a duel well.

MR. CHAIEMAN: All right. You may proceed. Thank you.

MR. KAISEE: When we get to Mr. Dahlin's testimony we'll go
through the different costs on the AFE and further
allocations.

MR. LEWIS: You'll have duel meter runs on that?

MEH. RRIS 185

£
™
o

MR. DAHLIN: wWe sure will.

MR. KRAISER: I might add that the technology and the fact

that we're seeking to do this as a duel well -- there's
1 possibility in the future that in using this that we

may take what would once be considered marginal areas
and produce reserves because 1t's more economical.
ME. DAHLIN: Right. This w2ll's probably eight to ten miles

T'S 1n an area where we do

b=

trom our own production.
Know dafinitely that our sand thicknesses are diminish-
ing and 1t's tne reason wny we haven't developed up in
hare betore this time. But where we can have reserves
attributablie we think the coal will be light also. But
1T *here 1s some reserves -- some additional increment-

Al reserves to be nhad up there in the coal seams then
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wae feel that that will carry the weight of drilling the

whole wall to total depth and hopefully make this area

economic to develop
MR. KAISER: Mr. Baker, 1'll remind you that you've pre=-

DENNIS R. BAKER
A4 witness who, after having been duly sworn, was examined

DIRECT EXAMINATION

BY MR. KA

|

==
o L

State your name for the record, who you're employed by
and in what capacity:
A Dennlis Baker, employed by Equitable Resources Energy

-

Oapdlly as 52Nlol lanaman.

™
]
-
]

responsibilities include the land involved here
ne surrounding area?

YEE they dqo.

Are you familiar with both of Equitable's applications
for tne establishment of a drilling units and the

pooling orders tor EREC well VAD-3738 dated September

19th, 19977
i"'\. 1 T {1:
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Does Equitable own drilling rights in the unit involved

Does the proposed unit for the conventional unit
depicted atr Exhaibit =A include all acreage --
"HATRMAN: Let me stop yOou right there. IS 1t better
to accommodate this for you to call the next one as
wall?

RAISER: Yes, s1ir. I'm sorry. I didn't even think
about that.

CHAIRMAN: We're starting to get testimony and I haven't
really called that one. Let's do that. We're also
goling to 1nclude here a perition from Equitable
Resources Energy Company for the pooling of a conven=-
rional gas unit identified as VAD-3738. This 15
docketr number VGOB-97/10/21-0613. We'd ask the parties

- ‘|

that wish to address the Board in this matter to come

forwat s wall., The record will show there are no
otherl YOUu may proceed
(M1 Falser continues.) Mr. Baker, does the proposed

un1t for the conventional well depicted at Exhibit =23
incluce all acreage within 2,500 feet, that belng a
1,250 foot radius of the proposed well location?

Yes, 1T does.

Does the proposed unlt for the coalbed methane well
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:11

r

depicted at Exhibit =A fall within the Board's order
for the Nora Coalbed Methane Field?

Yes, it does.

Does Equitable own drilling rights within both the
~onventional and the coalbed methane units?

Yes, wa do

I1'm going to go slow through this. Are all unleased
parties set out in Exhaibit =B to both applications?
In revised Exhibit =B, yes.

Prior to £fi1ling the applicartions did you make efforts

to contact each of the respondents in an attempt to

work out an agreement regarding the development of the
units?

Yes,

What 1= the 1nterest of Equitable within the conven=-

tional unit at the time of application? What was the
leased 1nterest?

At the time of application the leased i1nterest WAS
69.52 percent.

At the time of applicarion what was the percentage
unleased?

The unleased portion at the time of application was
J0.48 percent.

Subsequent to the filing of the application have you

continued to attempt to reach an agreement with any of

116




the unleased respondents listed at Exhibit #B to the

application for the conventional unit?

Ye

And as a result of those efforts have you obtained

addit

L B

1es,

1onal leases within the conventional unit?

we Nave.

accordance with the revised Exhibitr =B could you

those out or the Boardy

»f hearing the leased interest i1s 70.5952

percent The unleased interest 1s 29.4048 percent.

NOwW,

prior to the filing of the application did you

dttempt to contact 2ach of the respondents and work

an agreement with them regarding the development of

O j;,

Yes

=

wWhat

0 methanes unit?

was The i1nterest under lease to Egquitable in the

coalbed methane unit at the time of filing the applic=-

ation:

application the gas estate 1nterest

obviously, also some unleased interests

At the time of the filing of the

lication. Could you state the unleased percentage?

unleased portion is 19.1% percent of the gas

estate.




subsequent to the filing of the application for the

force pooling of the interest within the coalbed

ethane unit did you continue to attempt to reach an

e

ement with the respondents listed in revised

As a result of ti efforts did you obtain additional

2en ime of application and today?

1s the percentage under lease to Equitable
currently within the coalbed methane unit?
The interest leased 15 B1.4914 percent.
rent unleased i1nterest within the
thane unit=®
zed interest 1s 18.5086 percent.

that for coal and gas and oil?

The coal estate 1s leased at 100 percent.
This 1s probably a good place to stop and see
1¢ anvbody's got any questions on any of that.
CHAIRMAN: Is this well also in the area with a tempor-
Ary order?

BAKER: MHo, 1lt'S not.




MR. CHAIRMAN: Questions, members of the Board, at this

point? You may continue.

Mr. Kalser continues.) Mr. Baker, were efforts made

= &

determine if the individual respondents were living

r their whereabours and 1f decea wersa

made to determine the names and addresses and

the successors to any deceased i1ndivid-

"eabouts of
respondents?
was.
to any unknown heirs ware reasonable and
efforts made and sources checked to i1dentify
1nclude primary sources

robate records, assSessors

records =dsUurers records, and secondary sources such

as telephone directories, city directories, family and

r i i
Iriends:

wWas

professional opinion was due diligence exercis-

ite each of the respondents named herein?

out in both revised Exhibit =EBEs

addresses set

th applications the last known addresses for the

ndents?

you requesting this Board to force pool all
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unleased interests listed at revised Exhibit sB to the
conventional unit and the revised Exhibit =B to the
coalbed methane unit?

Yes, we are,

Does Equitable seek to force pool the drilling rights
of sach individual respondant 1f living and 1f deceas-
ed, the unknown sSuUcCcessOr Or successors to any deceased

individual respondent?

L

Mr. Baker, are you familiar with the fair market value
of drilling rights in both the conventional unit
involved here and the coalbed methane unit involved

hers and :n the surrounding area?

would you advise the Board as to what those are?

A five dcllar per acre consideration, five year term,
one-eighth royalty.

D:d you gain your familiarity by acquiring oil and gas
leases and coalbed methane leases and other agreements

involving the transfer of drilling rights in the unit

involved here and in the surrounding area?

el

your rofessional opinion do the terms you have

fied to represent the fair market value of and the

f

4
1
=

fair and re«asonable compensation to be paid for the




drilling rights within the units involved here?
A. Yes,

MR. KAISER: M1 Chalirman., art this time I would ask that the

tescimony as to the elaction options and the various

~onstralnts as to when elections can be made and
when costs can be paid that was proffered in our prior
hearing, which was --
MAN: Docket number 97/10/97=-0611.
Thank you. Yes, sir. Be incorporated into
neal 1ng.
MAN: It shall be incorporated.
sntinues.) Mr. BEaker, do you recommend
the orders provide that 1f a respondent refuses to
payment cdue including any payment due under
r any payment of royalty or cash bonus or
cannot be made to a party for any reason
defect or in the case of the
methane unit a conflicting claim that the
" create an escrow account for the respondent's
t until the money can be paid to the party or

the title defect or conflicting claimant 1s

Wwho should be named the operator under the force

=

poolling oraars:




quitable Resources Energy Company.

have no further questions of this witness at
Mr. Chairman.

CHAIRMAN: Questions, members of the Ecard?
(Witness stands aside.)

CHAIRMAN: Call your next wllness.

HAISER: We'll go through this testimony slowly, too.

ROBERT A. DAHLIN, 11

a witness who, atter having been duly sworn,

nd testified as follows:

DIRECT EXAMINATION

could you pleass

STate your name, wWio
vou're epployed by and 1n what capaclity?

1s Robert A. Dahlin, II and I'm employed by

a production specilalist.

n've previously been accepted by the Board as an

dawi™h

eIt witness on matters of operation and production?

L

= correcet.
you responsibilities incliude the land invelved here

and in the surrounding area?
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Are you familiar with the proposed plan of development
for this duel well, 37387

Yes, I am.

Could you state for the Board the proposed depth for
both the conventional well and the cocalbed methane
well?

The depth of the coal well will be 2,600 feet and the
depth of the conventional well will be 5,780 feet.
what are the estimated reserves of the conventional
unit?

550 million cubic feet.

the coalbed

fri
b
i-‘
o
m
4 i |
0
]

And what ars the estimated re
methane un.itc?
250 million cubic feect.

Are you familiar with the well costs for the proposed

.._'

™

1 under applicant's plan of development?

Y

o
L

Has an AFE been reviewed, signed and submitted to the

Two AFESs actually. OCbviously there's a separate AFE
for the conventional well and a separate AFE for the
coalbed methane well. Were these AFEs prepared by an
engineering department knowledgeable in the preparation

of AFEs and knowledgeable in regard to well costs 1n
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Do these AFEs represent a reasonable estimate of the
well costs for the proposed well under applicant's plan
of developaent?

185.

Now, 1f you would, state for the Board first the dry
hole costs and completed well costs for the coalbed
methane well?

The dry hole costs for the CBM well are 558,950 and the
completed well costs would bhe 5142,050.

Could you state for the Board the dry hole costs and

~ompleted costs for the conventional well?

hole costs on the conventional side are $101,150

Dry

and completed costs are $§222,6€50.

Do thes

i'|‘|

costs anticipate a smultiple completion?

2oth on the CEM side and the conventional side?

ES include a reasonable charge for super=-

Mr. Dahlin, in your professional opinion will the

granting of these applications be 1n the best interest

L conservation, the prevention of waste, and the




t correlative rights?

KAISER 1 have no further questions of this witness at
this time,
CHAIRMAN: 51 , 0 ars of 1@ Board?
WIS: . . : the wall?
DAHLIN:
LEWIS:
DAHLIN: Yes.
CHAIRMAN: Other questions, members of the Board?
KING: I have a question. Can you co back and explain
that drilling procedure again?
DAHLIN: Jkay. I yvou Just think about it for the fairst
few steps 5 Ju typically drilling a coal well where
thing -- you've got vour drive pipe which is
keep your surface from falling in on you and then
you st the suriace water or surface protection stream
which we Il set and cement to the surface. Then
tYPlcally you'll drill a coal well to total depth and
cepant the four and a half to surface and that's your
stream. In this case 1t will be seven inch.
surface. So 1it's Just a
ference 1in the size. From that point and all these

things that I've described for you will be shared

Detween bothh units because both wells are benefiting




! from it. Now at this point drilling =-- right here 1is
2 where we'd be now. I don't == I should have brought

3 : something bigger.

4jl MR. LEWIS: What a lot of them don't understand when you're
5 telling them you're going to cement a well is that

6 yvou're taking that cement and you're pushing it down a
T pipe and pushing it back up to the surtace.

Bl MR. DAHLIN: Right. That would be 1n thlis area right here.

9 We'll be pumping it cdown hydraulicly. This wouldn't be
10 in here at this point. But what we'll be doilng 1is

1 pumping the cement down in here, forcing it up the back
12 side to the surface, and that then would be our coal

13 well at that point.

14 ME. CHAIBMAN: Coalbed methane well.

IS5 MR. DAHLIN: Right. Coalbed methane well. All these seams
16 up in here will be the coal. We've drilled into the
17 Red Rock at this step here. Then we would stop and all
18 costs that go to the coal well will be stopped until
19 completion. Then when we would continue we would drill
20 this hole size right here down to the total depth at
21 5,000 plus feet., We'd do the same thing that Max was
EE“ describing for you about displacing cement down the
2 tubulars and back up the other side. And that would be
24‘ done down thirough here, would come up in here, up to
25 and inside this pipe. All right. All these costs
©
126
|




would go strictly to the conventional side. Then we'd
run this four and a half production casing to the total
depth. Now, at that time we've got this area out here
weé can't touch now because it's behind four and a half.
SO we have To unscrew it. We'd have a packer set and
we'd unscrew above the packer and take the pipe out and
lay 1T down. At that time we've perforated the coal
well. Costs again back to the coal well. We complete
1t, clean it up, go back and screw back (inauvdible.)
and then we're bpelow it here and we can complete this
section down nere. Again, we're jJust divvying up
the completion ==

KING: Do you produce out of both at one time?

DAHLIN: We'll be producing the conventional area.

Wa'll be isolated by virtue of this packer. The
perforations will go through the cement, out in the
conventional zone. That will allow the gas to come
into here -- this area =-- and then up the four and a
half pipe.

LEWTIS: You might explain to them about a packer. They
probably don't understand.

DAHLIN: Okay. A packer is run in the stream of pipe.

It's screwaed on just like 2ach joint of pipe 1is screwed

on and you go down and you set it by unjaying the

device down hole. It's got a series of slips and
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rubber packing elements that when you take tension --
when you pull up on it =-- then once that jay has Deen
set. Then the elements =-- the slips coil up and

squeaze the elements out and lock 1t into the other

iy

strean of pipe. And that effects our seal.

MRE. DAHLIN: Right. We've got probably -- oh, I'd say maybe
200 of these in the field right now. W& usually have

different pricing between the tax credit type 1ncent-

ives., S0 we have 1solated in that manner and meter
them separately thers, too. So at that point then the

gas is allowad to come into this annular area and will
he producling up to two and three-eighths tubing. The
one and a half tubing will be set i1n the annular area
between a seven inch and a four and a half. This 1s
typical for our coal wells also. They produce water.
You have to keep the water off of them in orcer to
produce the methane. So we'll be pumping the water up
the inch and a half and then taking the gas from thais
ar=a, once it's perforated out into these coal seams 1t
will come into this annular area here and it will be
metarad separately off that side.

MR. CHAIRMAN: Do you represent that you've got complete a
1solation of the two gases at that point?

ME. DAHLIN Yes. They're cemented separately. They're




MR .

perforated in the -- and the only areas that are

allowed to communicate with the isolated areas.

HARRIS: And the packer then will insure that they're

separata?

DRAHLIN:

HARRIS: ! . know much about these packers. I

guess, 12 Mé -= 15 there a life expectancy ot

that”®

DAHLIN: No. I started down here in 1975 and those

wells are still producing. And the way we know they're
holding there 1s we have gauges we put on the two
different sides. If you seek two different pressures

you know you've got TwWo =--

EING: So basically what you're doing 1s saving from

drilling two different wells?

DAHLIMN: Exactly. Up until recently we would drill in

tha sape area, same location. The conventional wells,
like I said, are 1973 vintage on and now we come on to
same location and drill a shallowar coal well.
-= since they're currently depleting,
J2tting beyond their economic life, we have been
converting those wells, plugging them back, using the
section as our coal well and we make i1t a coal well

that time. What we're trying to do 1s just

prevent that ultimate outcome and just do them both at




Same Tlime.

You indicated a total depth of 5,780 feet?

I come up with an extra hundred feet of casing.
that tfor:’
A hundred feet 0f =--
came up with 5,880 feet of casing.
's probably jJust an error on our part.
BRENT: You have 2,600 feet of seven inch and 3,280 of

four and a half inch which adds up to 5,880.

DAHLIN: Okay. Well, part of the cost of the four and a

half goss to both sides. It's == we've had some

discussion between Sandra and that's how we -- I forget

the accounting ter=s. I believe 1t's cOopous Or Some-

thing like that.

KAISER: We decided to treat the sharing of the expenses

on a copous basis which 1s the accounting method that's
joint operating agreements.

thar explain the extra hundred feet?

I don't heonestly know. 1It's probably an error.
It's pretty complicated the way they've gone through.
We nave different teams i1n our company. One group
handles the CBM and one group handles the conventional.

There's probably been an error in communication between
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MR.

MR

MK.

MH .

the two.

CHAIRMAN: Will you clean that up and file it with the
Board?

DAHLIN: Yeah. I sure will.

KAISER: There's just a hundred foot too much casing on
the ~onventional side,

CHAIRMAN: When you add them up, in other words, where
ever 1t 1s.

DAHLIN: We'll clean 1t up.

CHAIRMAN: Any other guestions, members of the Boarad?

(Witness stands aside,)

CHAIEMAN: Do you have anything further?

KAISER: HNothing further. wWe'd ask that the applic-
ations be approved as submitted.

LEWIS: I make a motion to approve the application.

EING: Ssecond.

CHAIRMAN: All in favor signify by saying yes.

BRENT: Mr. Chairman, I'd like to ask that we make sure
they adjust the cost as part of this granting of the
application.

KAISER: We']l]l file an amended AFE.

DAHLIN: Right.

ERENT: Can that be included in the second?

CHAIRMAN: Who made the motion?

LEWIS: I did.

131




CHAIRMAN: Do you have any problem including that as

part of the motion?

LEWIS: No, I don't.

CHAIRMAN: Including filing an amended AFE that

would include amended costs.

LEWIS: Yeah.

CHAIRMAN: Any preoblem with that, a second?

RING: NO.

CHAIRMAN: Let's revote. All in favor eignify by

saying ves. (ALL AFFIRM.) Opposed say no. (NONE.)

It Is approved. Thank you.




CHAIRMAN: That concludes the items on the agenda today.
The new business, I've got a couple of things 1 want to
mention to you. I have a request from a citizen here
today that wanted to talk to the Board for a few

minutes, also have a regquest for =-- next month's
meeting will be at the new law school over here in
Grundy. I have a request from the Buchanan County
Citizens Group and the Headwater Group to address the
Board. Now, 1f that's the Board's pleasure to allot
some time to do that on our own motion we'll put that
on the agenda. Ms. McClannahan's here today and had
said that she estimates somewhere around 15 minutes or
§0. I'm not trying to put a limit on you, but about 15
plaouces or s50.

LEWIS: You ought to put a limlit on it.

CHAIRMAN: For =ach one to talk about what their group's
about and wnhat they do. If it's the Board's pleasure I
can i1nclude that as the Board's own motion for the
public notice.

GARBIS: What 1s the topic?

CHAIRMAN: They wanted to talk to the Board about their

groups == the Buchanan County Citizens Group and the

Headwaters Group and, as I understand it, explain what

they're about and what their concerns are of drilling

operations in Buchanan County -- for gas and oil
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operations. Does everyone agree to put that on the
agenda?

LEWIS: And there ought to a time limit and I thaink
sandy ought to be the time keeper.

KAISER: Mr. Chairman, I'd just make one request and it
should just take a second. In talking with Tom 1t
looks like the deadline for November was Friday and
apparently the only applications that have been filed
are three that Equitable filed. Would it be possible,
since 1it's going to be in Grundy and we're all coming
from Kingsport -- there's the one citizen's group that
wants to speak and the three matters. Could we start
like at maybe 10:007

IRMAN: Well, Dennis comes from -- you're talking to
p=ople who have a nine hour trip.

KAISER: I 1magine them coming the night before. I'm
trying to prevent that. This place won't even be open
at that time,.

BRENT: We'd like to not have to stay two nights.

CHAIRMAN: Yeah, because they're having to drive back.
So that's a problen.

BERENT: I'm not sure I understand. Why do you want to
start at 10:007

KAISER: So we don't have to leave at like 5:00 or 6:00

in the morning to get up there because there's really
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no where to stay up there 1f we came the night before.
DAMLIN: We understand this place will be closeaq.
RAISER: This 18 closed, isn't it, as of the end of this
month?
CHAIRMAN: I'm not sure.
KING: She told us last 1t was going to be open till the
first ot December.
KAISER: Oh, okay. Whatever you all want to do.
CHAIRMAN: Just for the record, i1f you will just state
your name.

DAVIS: My name 1s Hurley Davis. I'm a Buchanan

CHAIRMAN: Thank you. Let me let you know just a couple
of things. I need to do this for the record. Obvious-

1y this 1s under new business. We haven't provided
public notice or anything like that. Therefore, the
Board is not in a position of making any decisions or
responding in any formal way, but we will hear from
you.

DAVIS: They've got five wells on the boundary of my
land and they are getting my gas and I have a (In-
audible.) I do own the gas on my land and the company

does not want to put it 1n esCrow. Like I said, I own
the gas. I've got one well about 50 feet from the

boundary and another one about 100 feet and then

135




another one 500 feet and then anothei one about 1,000
fteer

HAIRMAN: That's off your surface?
DAVIS: Yeah.

"HAIRMAN: But you're the gas and oil owner. You own
the surtace and the gas?

DAVIS: Yeah. Another thing, they had to pump the water

out of the slush pond last year into the creek where 1t

goes by my house and I've got a fishing pond there and

they killed every fish I had in that pond. 1I've called

Mark Darring in Abingdon and nothing ever was done
about 1t. They said they were going to check it out,
do this and do that, but nothing never was done.

s the company?
Consolidated Ceoal.
One 1ssu= that bring up from the Board's
you're talking about that this 1s your
of proparty. You're saying what they're doing is
irilling out around your property?

DAVIS: Teah.

CHAIRMAN: Draining your gas. You're saying that the
way this 1is set up -- now, property line doesn't have
anything to do with the pooling, peéer say.

DAVIS: Wwell, they come across my land and cut the trees

QOWT .
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CHAIEMAN [ understand that.

DAVIS: They tore my fence up. can't get nothing
of that elther.

THAIRMAN: Have you leased with them?

DAVIS: Huh=-uh.

CHAIRMAN: You have not leased with them?

DAViS: Huh=-uh.

CHAIRMAN: Are they producang from these wells that
you're talking about that are around your property:

DAVIS: Yeah.

CF" TRMAN: Have you been force pooled?

out

CHAIRMAN: You have been force pooled Okay. So your

money 1s golng 1nto esCrow?
DAVIS: No Huh-uh. They will not put it in escrow
That's what I can't understand. I asked the compan

put it 1n esCcrow and they sSald they didn't have To.

They felt like they own 1t. I said, "You do own th

coal but you don't own the gas on the land.™ They
11d, "We rteel like we own both.*™

CHAIRMAN: WwWe'll have to look into that and get back

with you. There's something not right here or mayb
Lt*s our understanding, but we'll try to work with
and get back with you on that.
DAVIS I appreciate 1t.
1
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MR. CHAIEMAN: Thank you. Anything further, members of the
Board? That concludes our business today. Thank you.
MR. FULMER: May 1 suggest tnhat for the November hearing
therae's a couple of things. Right now we have filed --
or what the Board will be looking at in November 1&
the continuance that was granted today. Two,
has been two force pooling petitions received and
one well location eXceptlon received. So those are the
four 1tems on the agenda for November.
MR. CHAIRMAN: Plus, on our own motion to hear from Head-
waters and Buchanan County Citizens Group.

FULMER: Right. The other suggestion I would like to
suggest to the Board is to bring upon =-- under the
spread sheet I handed out today there are ten orders
which the Board had 1ssued or your predecessors had

tssued in the 80s and early part of the 90s by which

the order regquires internal escrows. I would suggest

that these be brought before the Board to modify those
orders to have those funds be escrowed with our escrow
agent because at the time these orders were made there
wds NoO escrow agent.
CHAIRMAN: We'll put those on the Board's own motion and
bring those ten before the Board, if that's the Board's

pleasure.

MS. RIGGS: I'll do a proposed order like we did for the




dicmilsale
MR. CHATRMAN And send it out.

ME FULMER :: That's all.

MR. CHAIRMAN: Okay. That concludes our business today.

Thank you.

(End of Proceedings for
October 21, 1997.)
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