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August 20, 1291
rhege mALters came on to be heard before the Virginia Gas
poard, on this the 20th day of August, 1991, held at

gouthwestern Virginia 4-H center, Abingdon, Virginila.

PHE CHATRMAN: My name in Denny Wampler and 1'm Aspistant

Iirector for Mining for the Virginia Department of Mineeg,

Minerale & Energy. We welcome you to the Gas and 01l
poard hearing today., 1I'll ask our Board members to
introduce themselven.

MEMDERA INTRODUCED. )

(ITEM 1)

CHAIRHMAN We're going to go by an agenda that's beon
ibmitted to the Doard. The first item on the agonda the
ard wWwill conmider for final adoption regulations of

the Virginia Gas and 01l DBoard. At the last Doard
eoting wa had a public hearing and received comments,
th written and oral comments, that the Doard hap
naidered. And prior to today's meeting the Board haas
olved copieas of tho staff{'s draft response to that
1l not roceive any further public discussion,
now connider thege regulations for

air im open for any comments that you




any have on the == the commentd and the proposed respon-

nnd, of courss, Lf Yyou don't have comment == 1if

they're acceptable we're open for a motion.

Mi. EVANG: Mr. Chairman, barring any discussion 1 move that

Wo accept the regulations and adopt them as written.

THE CHAIRMAN: I have a motion for adoption.

MA. McGLOTHLIN: Hecond.

(L CHAIRMAM: A motion and n_second. Any further discusaion?

(Mone.) 1f no further discussion, please signify your

acceptance of the motion for adoption of the regulations

by saying Aye. (All affirm.) opponed say no. (Hone.)

.




CHATRHAN rhe oecond item on the agenda, the poard will

give consideration to approving the lpssuance of a request

for proposal to hire an agent for managemeént of esscrow
ounts establighed by Board orders. This WaE an item

shar we continued from the July meeting. Mr. Fulmer, do
you hove the updated copies of those? The poard has a
svious draft, but there has been some further reifine<

pant of that The staff of the Department has had
regtings with the Treasury and others within the Btate

vornment where we have to comply with their guidalines.

ne intent heres is for the Board to be able to employ an

row agent to wanage the funds that are pocrowed i1in

~ardance With the BDoard orders,
ITHLIN hatrman, to mimplify matters could Mr.
a¥plain the chonges from the draftt that we
thias last one?

particular draft?

. From the ona we received last

changes Werae added,
1ere Wore some changes done to ==
oview pome of them and thon we'll take

uain 1t and give you time. Dut under




pground” that we have on Page 1 of 20, I'l]l give jyou
oxaEples Wo've 1nserted, "The Virginia Gas and Cil
ird directs the pooling of conflicting interest,” that
waon't in there before. It just said, "of interest.”
And then the sixth line down some words have been
incerted here. “Appociated shares of proceeds lesSs
arating cost regarding the well.” “Regarding the wall”
ind "leop” were added "hAre deposited in escrow.® Thosoa
kinde of things that jJust are cleaning up the document to
hopofully tell a potential group that may propoce to be
o aacrow agent further define what we're looking for
and wnat they'll be dealing with.
McGLOTHLIN 1 know this 16 a long term questicn, but

wnat happene in the event of unclaimed property?

{E CHAIRMAM Well, there'm a ==
LMER Code pection (or disposmition
HATIRMAN Veah There's a code gection with deals with

mclalmed propeirties that we would have to coeply with

nt hie pcnoey will be handled in accordance with the
s 1 I Virginia that dealr with unclaimed properties,
THLIN we make reforence te that in the proposal?
E CHAIRMAN Ho, that would automatically be caught, though.
pered agent wouldn't really deal with tha®. hey
Wit the collection of the [unds and then once

\ el med preperty throughout that entire




thnt the Board would then order staff or what
you I ollow the unclaimed property for distribu=
n of funds, This Keeps the Board orders and the Board
in control of any transactions that occur with this
encrow agent. They're the manager of the funds only.
They don't take any action with the funds unless 8o
rdered by the Board.
Mit. EVANG How many responses to this request do we oxpect to
receive? Do you have a list of who we'ra going to send
t out to?
HE CHAIRMAM: Mot really. We plan to do wide publication of
the RFP, but 1 don't know how you could guese at that.
put 1 certainly expect that we'll have a dozen.
EVAN If 1 may make o suggestion that if popeible that
bringing a dozen proposals to this Board for

woch member to look through each one that staff and

spetent individuals, whoever ataff needs to help thenm,

leaat narrow that down to twWwo or three, the Lwo or
st promising so that we don't waste a lot of
ng through a dozen propooals.
kay. In that agreeable with everyone?
With all due rappect, Mr. Evana, I think that
-=- with the fiduciary responsibilities that
nyioew DAcll ono.,

fine wWwith me, I guess.




HATRMAH @ have in hers provision of interviewing cf
potantial offers. [io you what any narrowing down by

taff at all to do prior interviews And reccemend a

couple or tnree and give you copies of all the proposals

ro ronduct an oversight of what's going on or do you =-
HeGLOTHLIN I1'e agresable to staff -- the ones that are
ipt clearly not qualified to handle the account fcr
gtaff the delete thope, butr I think for the staff to
narrcw it down just to two or three or four is --
We golng to get pore responsep than twelve.
CHAIRMAN: I sald, "At leapt.” I have no idea how many
qgot
McGLOTHLIN feah Then again, 1 could be wrong and we
wld get one Who Knowo whatover the will of the
n amenable. There's one other lsgue, Mr.
in the old proponal before the updated copy, 1
ted an original and two copies. Do we want to
ournelves or should we amend that to request
other proceedings bafore the Board?
I think certainly, dopending on how wa == if
wante copienm of all the proposals we need to
iccordingly.
THLIN Something to the effoct that i1f staff does
1L down 1t one riginal and two copien and then

vide ten coplies if melected to to be




roviewad
1E CHATRMAN ray
HeGLOTHLIN And just a little clean up )job oD Page G
0 under 10, pleagse note in addressing the ocbhjectlicn Tto
nange 1t to the securitiesn without the approval of the
jas and 0il poard instead of the Oil and Gas Board?
FULMER Do wnat?
MEGLOTHLIN you have this backwards.
ILMER oh, that's right
MeGLOTHLIN:  You nave the O1l and Gas poard instead of the
yan and O1l1 Board.
ATRMAN Yes, o8ir Thanks, 1'd like your authorization
vo make further refinepents similar to that as we do a
draft to got out to the public and to make public
nnouncement, if 1t's otherwise acceptable to You and
~ourae, wWill get a copy of the document that
out for bid.
pelieve that's all I had.

need A motion to that?

ve that we allow etaff to make final correct-

itments, amendments to the proposal and subait

ated parties, advertise it, however we == I'®m

ld be done.

ine




FULMER: I hava two ©

FULMER: Ten copies.

HoGLOTHLIM: Ten copies, if thera ara gelected.

CHAIRMAN: Did we come to an agreesent that the staff

would narrow it down to the offers, but the Board would

narrow the offers down to the ones that are =-- or did we

come to An_agreement on that?

. McOLOTHLIN: I'm f.ne with staff deleting any ones that

arm_just not duly qualified to do it.

FULMER: That'ms all I want 1@ a cut. I just don't want to

1'd like to look at

1'l]l mecond Mr. Harrip's

CHAINMAN: We have a motlion and a second. Any further

{tacunsten? (Pause,) All in favor signify by saying

(ALL AFFIRM.) oOppooed say no. (NONE,) The moticn

L8




[1TEH 1)

CHAIRMAN The next item on our agenda 18 a petition by

jameg Il. White. surface cwner, for the establishment of a

compulaory pooled drilling unit for EREX proposed well

VC=1934 located on the Joseph Kelly Farm. This 13 Docket
tiumber VOOB=0521.117, continued from May. Would all
thooe porsons wishing to address tho Board please comé
faorward.

HHOOH My, Wampler, if I may, I'd like to briefly tell
the Board why we're here and then 1 will put Mr. White on
the stand and ask him a few quostions about the applica-
tion and allow EREX through thelr coungel to cross-
examine or pPut on any witnesses which they wish to put

Ao £his PBoard knowa I, on behalf of several of my
nta, have found what I consider to be a difficulty
requlatione and procoduree of the Noard with
allowing persons claiming an interest in the
to get pome relief from this Board., When wWe
May of this year I brought on a petiticn for
by the napa of == I believe Leonard was the
Thin Board had a letter of request wWith
ahowing mervice bamically amking the

unit where a well had already been




rmitted by the Inopectol The Board went into Execu-
tive Soosion and kicked us out and 1 cried right here in
front of the Board and told the Board that we had spent
$100 and that you had thrown usm out. Thoee clients have
ot ca@e back to me. AL the same time I apked thie
ponrd to continue the James White and Harold Holbrook
atters in order that we could go back and amend by

filing a more formal application with the Board. That

we have attempted to undertnke to do. And as a form for

that I have certainly no pride and authorship and never
Will, The application that we used we followed applica-
tiong wWhnieh had been successfully prosacuted by an
itfit =nat has appeared in front of this Board many,
many times by the nare of OKY USA, Inc., We used thoir
rm and attempted to adept 1t to this situation.
ally, what we're asking 1s that the Board establismh
We don't have geologists, We don't have
ngineoers We don't even have purveyors
thia project. Thie 1is our project, to ask
require the operator who has already filed a
application, who is already in the process of
ing a wWael r hod drilled a well, to form a unit so
it the funds can be emcrowed. That'e all that wa're
lon't have anything fancy to present to you

peern to um that 1if the well 18 to be




LT

!‘l

nraoduced there needs to be a unit formed and an cperator
hai iroady come forward for the purpose of drilling the
well, has already drilled it or 1o underway in drilling
the woll., 1'd like to call as my first and only witness
Mr, Jamea M. White, who is the applicant.
QUNTS At this point in time, Mr. Chairman, 1'd like to
request the Board to hear a motion to dis=iss with regard
to this matter, 1'd like to specifically inquire into
the notice requirements of 361.19 and also as Lo the
mpleteness of the application befora Mr. Johnson

continues with hig examination.

"MAIRMAN: Go ahead.

JNT8: Thank you very much. MHr. Fulmer, do you happen
to have coples of the notice that Mr. Johnson and his
ient have meen out with regard to this particular

ipplication?

LMER Ho, 1 do net.

UNTE ! V01,19 provides that any person who appliesn for a
garing in froent of the Board pursuant to the revisions

{ 2%.1 361.20.21 or .22 shall simultaneously with the

filing of such application provide a notice by certified

111, roturned receipt requested, Defore we procesed I1'd
ke to make aure that notice of the amended application
Live inly nent forcth in accordance with 361.19.
HEBON In response to that my response im very brief.
11




THE

rhe first thing Ls we complied with the notice provisions
the statute when we sent out the eoriginal spplicaticn.
Thim is an amendment to that application. In the
apendment 1 certified and sent out by regular US mall to
111 parties a copy of the amended application. We had

\lready put everyone on notice when we filed our original

application, which was a simple letter, that we had this

application pending. Mr, White's got his stuff and we'll
be glad to have the Board take a look at that, but he did
pend cerctified out to all the parties.

CHALRMAN Mr. Fulmer, did you have coples of the cer=-
tified that the noticos were sent out on the original
appiicationt

I'ULMER Ho
1OHNOON M1 hairman, I'd also like to present the Board
Wwith a copy I do not happen to have ten hacaupe I
wann't expected to address this. This was the original
“application” that wns sent forth and notice of which wan

And I would suggest that any amended application
h doag not apply to 361,19 would not have involved
in terms of due procesm notification.
We have that, This ip your letter in hero
jated 4/31/91,
Iy Mr. Counts saying that his parties didn't get

» applicacion and didn't receive the amended




' application? Is he telling the Board that!

Il un 77 Hr. Counts is not saying that. Mr. Counts 1is

b paying that the requirements of 361.19 with regard to the
4 filing of notice were not copplied with. AT leapt I

] naven't seen any evidence of that.

Off M. JOHNBON: We've got the certifies. I'll be glad to put
T Mr. White on. I filed a =--

8| Mi, coOUNTO: Are these certifies with regard to the original
W opplication?

10||Mp, JOHNOOM: Original applicatioen.

" ||Mp, CoOUNTS Where are the certifies with regard to the

12 apended application?

13| e, JoHMOON: We did not send those by certified mail.

14 )l H COUNTS Then 1t ia defoctive.

18 || Mt IHNBON Tom, those are the certifieds that we sent out

L] Wwith the original You got this., 1It's just a letter

17 that you sent.

18 || 4 IUNHT O Mr. Chairsan, my position 1@ that the Doard

0 annot recognize that notification sant out on this

&0 “Application” would be puftficient for purpomses of thia

" hoaring and in fulfilling the purposes as mandated by

n 61,1 This im what certification was sent conpistent

n Wwith this "“Application” one page letter ntating essen=

n tially that, *I clai®m an intereat in the methane gam. I

15 I tiiAt a unit be isaued for this well"” which is
13




inly not consistent with the Board procedural rule
¢ the filing of an application.
CHAIRMAN: Mr. Johnson, is your client reguesting anything

different than what you've ptated in this 4/3/91 letter?

JoHNgoN: Mo, sir. All that we did with the apended

applicntion wags to put it in a more formal scatus. 1
moan, to formalize it. I sent this to the Doard, hand
delivered it to Mr. Fulmer's office and sent copies of
all that toe Mr. Counts =-- to Pegasus, Clinchfield, Pine
Mountain, and Mr. Lepchitz and filed ten copien of that
with the Board, We did not send that out by certified
mail, but felt 1T was not necessary because all we were
doing was amending the application and that we had
alroady filed an application. We had already had the
noard schodule this matter for hearing and had it
continued and filed an amended application whereby all we
110 wae formalize the application. And I Think Mr.
countn will readily admit he had plenty notice of thies
and his clients received it and I'll be glad to certify
that [ malled 1Tt Lo everyono.

UNTB Mr. Chairman, it wasn't simply a matter of an
imended applicatien In fact, the Noard made a decicion

t the May hearing that this application was not suffi-

and thoat'e why the Doard granted Mr. Johnson and

lant a two month continuance When they got the




continuance not only did they not provins notificaticn ag

required by 631.19, in addition of which they did not

file a completed application once again. Either J61.19
nas purpose and effect, it has to be copplied with by all
parties before this Doard whother 1t be& operators or
whother it be surface owners or whomever or it does not.
CHAIRMAN: Mr. Counts, are you saying that the amended
application 1@ not in compliance with the ==
oUNTO: That 1@ also incorrect, but I'm also disputing
Mr. Johnpon's clalm that the amended application 18
spsentially the samo ag his applicaticn of 4/3/91. The
apended application 1s much more specific, although it
falls far ohort of being a coppleted application. While
Wo're on that, Mr. chairman, 1 would like to present an
oxhibit that I'd like to have marked as Exhibit A. This
n forn which is required to be accompanied by applica-
rionn before the Board., You will note that 1 have
od tmprovisions which Mr. Johnmon has included in
application., And I think you will nota that not only
the application incomplete, 1t ip meriously incomplete
now Wwa're leoking at a period of time whaere the Doard
hnn granted a two ponth continuance in order to make sure
mpleted application., I'd like to go through that
the Board, if T may.

Winlle these guys are getting thelr notea together




in 1 interject one thing?
CHATIFMAN Yes, oir.

WHITE You guys are sitting up there taking care of By

dostiny. Has any one of you people gone and seen an

operation that thesc psople literally destroy our place?
Hae any member of this Board seen an opération?

CHAIRMAN: I don't know that all =--

WHITE: Have you seen the large tanks sitting there in the
middle of our small farma?

EVANS ; Pomsibly not Your particular piece of property
put, yes, l've sean operations.

WHITE ! ['l]l transport you pecple up 1f you want to see a
wreck of a farm. 1 don't know your procedural areas or
procedural adeinistration or whatéver you wish to call

but us land owners are so unhappy. We feel like the
people are stealing off of us. I have a super highway up
[ my farm The only things there are cows. 1 don't
need A Guper highway.

HAIRMAN Wé're in a situation where the law and the
regulations enable production te occur and the protection
mas to you from the standpoint of making sure that the

onstruction takes place in a responsible fashion and
iat the extraction of the mineral is allowed to occur in
tdonce with the law., And that's what we're here to

and to hear you today in accordance with our




ptocedures and we have tc make thnat determination first,
it you're proper before the Board, and 1f you are you'll
be hear and if not then hopefully we can tell you why

not

OUNTS: Mr, Chaiiman, in addition, referring to the
poard's procedural rules dated Beptember 5th, 1990,
specifically VR 480=-05-22,24C or for those of you who
prefer not to use quite so many numbers it's Page 3 of 5,
The procedural rule requires with regard to the filing of
the application under 361,22 == and 1'®m reading under
paragraph 2= == "A valid parmit” and all these also will
pe reflected on the hondout that 1'm giving you. The
valid permit number, 1if issued, permit number for 1934 1s
1600, That was not included in the application.
IOHNBON It wap on the exhibilct.

It wan ipnsued on ==

HHBON It wan attached as an exhibit,

ounNTs -= February 22. 1 believe that wanm Exhibit C
Wwnioh was the permit application filed by Equitable
Repourceas, vight?

TONHOON Right it should have the number on there.

It wan not ppecifically listed in the bedy of the

ation as requirod, in additien to which that

wap insued on February 22nd of 1991, some five




nafore the appllcation wal fi1led, Under Paragraph
Johnoon did submit a plat but he essentially
pied EREX's plat with regard to 1itB parmsit application.
The unit map 18 not cortified by a land surveyor or an
engineer employed by the applicant and it'se also not
attested to by the applicant. under Paragraph H, the

porcentage of ownership and status, not provided.

raragraph 1, percentage of ownership held by applicant,

ot pubmitted. Paragraph J, requires an epcrowing plan,
not submitted. paragraph K, formations to be produced,
not submitted == and those formaticns ware within Equilt=
p permit application and certainly could have been
sapily obtained paragraph L, estimated production, not
mubmitted. Pavagraph M, astimated reserve, not sub-
altted paragraph N, estimated cost, not provided.
the application 18 incomplete. HI. Chairman, in
the fact that notice was not proper under
the fact that the application 1@ totally defi-
coplete, the fact that Hr. Jehneon and his
already been given a two month extensicn to
eplete application with the Board I am reguest=
the poard diamiee this application,
anything furthet
{ bo glad just to tell this Poard that what

Jaying 12 that becaune somedone 18 net an




MR

doasn't e=mploy a geologist, a petroleunm

a lond surveyor and a fleet of lawyers, that

At pereon hes no standing to come before this Board and

try t submit an application. What we have attempted

do was to comply to the extent that we were capable of
complying with those provisions in order to ask this
Poard to force Equitable to forms & unit.

COUNTS: Mr. Chairman, that's not what's contemplated by
the act nor the regulations. It's "Ccmpliance to the
eXtent compllance lo capable of being handled.™ If Mr.

ohnson has a concern with regard to the way surface
wWners applications are required to be submitted it 1is
redressed with the Virginia General Assembly. It is not
compliance with the rulese in -- not even 1n seml-
Spliance or partial compliance with the rules prosul=-
*d by thin Doard.
Certainly in compliance with the statute on
Board operatet And the Doard was eatablished
T allow persons who have an interest in the
And 1 know that I probably helpad in making
Jut what we're talking about ie people who
'8 in the oll and gas, not surface owners,
Whers, not coal ownerm, but people who claim
in the oil and gae The statue is entablish-

tor the purpose of allowing units to be




reed and rights te be protected particularly the coal
ned methaone statue which was established to provide that
any conflicting claime of ownership would be handled by
this Board and that this Board would establish rules and

regulations to permit applicants to move forward. What

wo have atteppted to do by filing this sore or lees

formal application i to give the Board all the informa-
tion that we had available to us and ask the Board to
require the operator to come here and give you the
documented information in order to establish the unit.
We're trying to Keep the well from producing oil and gas
until such time as o unit ip formed and to allow the
money to be oscrowed from the production. What Hr.
Counts in asking the Bonrd teo do 18 to Klck us out again
necauge we don't have the geologiotm, the petroleum
enginoers, the land surveyors and the money to come in
Nt f tnie Poard and protect our rightso
count@ ie only regusasting that the Board
th the provisions of 361.19 of the Virginia Gag
net and also under thoe NHoard's own procedural
1f this application is & complete application, if
o wap proper, thon due procens is thrown right
window. In additien, Mr. Johnson missed the mark
yegard to the protection. The protection is there.

arty mincerely deslres to develop minerals underly-




any unit, be it coal bed methane or be 1t a conven-

tional unit, and if that party is a surface owner,

sineral owner, coal owner, whosever, that person if they

have an interest and if they have the right to develop
iave the right to petiticn the Board and they have the
right to develop that unit the same as any other party.
Thie situation here, obvieusly == these regulations waere
Wwritten under the perception that an operator 1s going Lo
be the party making the application because that's the
party to whom the correlative rightas and the waste, which
are the fundamental responmibilities of this conservation
Doard, are to protect. And as a repsult the information
required 1n those applications 18 absolutely essential to
inguring that those correlative rights are protected.
notification i# not in compliance in addition to
he mere procedural rules with regard to the
of the application, the application is completely
eLtoe A a result again we would request that the
be digmiesed.
have one more thing to oay. 1In this case the
itor hams refused [or whatever reason to come to thias
| and ask for a unit., MHe hag sald, "I'm drilling
winl L, fee you later.”™ Wae're saying, "No, operator.
that You should form a unit here." The

in here through its counsel and says, "0h,




‘v make up do that because we don't want ta.”
Mr. Cheairman, I'e glad Mr. Johnson brought that
yp., If I could Just answer -
oHnNGcH: 1'd like for you to answer that, Rick.
COUNTE Thonk you, sir. 1'm glad you brought that up,
Mr. Johnson. Epgentially Equitable has said we're going
y go ahesd nnd drill our well. They have proceeded with
the welln The wella have been drilled and for one
roanon Mr. Johnson's client has no interest in the
oal bed methane underlying those units. MHr. Johnecn 18
Attempting to use this Doard to circumsvent the Circuilt

Wrt. e has appropriate remedy, ho has redress and

yny damnges te which his client's entitled is appreopriat=

obtained in Circult Court. He's attenpting to make
thin Dosrd make property determinations and title
iteations which are not within the providence of this
Thank Yyou, B1lr.

IATAMAN Thank you. I think we've heard the arguments

jon to dipmispp and we have an application

Wnat'so your pleasure? Does the Board want

that

VANB

d 1ike to move that we go into eoxecutive

['ve got a question for Mr. Lepchite.

‘ond

He have a moticn and a mecond for the




noard te go into executive sesgsion, We'll do this in

{tacussing legal matters within the jurisdiction af the

Foard ag permitted by Section A, paragraph 7, of Bection

2,1=344_of the Code of Virginia. This sotion io_made

With regspect to Item III on the agenda, All in favor

nignify by maying yes. (ALL AFFIRM.) Opposed say no.

(NOME.) Okay., Wo're in executive sedssion.

{Thereupon, the Board went into Executive Bession and

having duly deliberated returned to opem proceocdings.)

AT AN Whereas the Virginia Cas and 01l Board has
ronvened 1n edecutive moeting on this date pursuant To an
affirmative recorded vote in accordance wWith the provia=
ona of the Virginia Freedom of Information Act and
whorean Gection 2.1=344,1 of the Ccode of Virginia
juiren certification of this by Virginia Gas and 01l
Boord that such eMecutlve meeting was conducted in
conformity with Virginia Law. HNow, therefore, it be
eanlvad that the Virginia Gas and 01l Board hereby
ertifies that to the best of each members knowledge on
nly public buniness matters lawfully exempted fro= open
oot ing requirements by Virginia Law were discuased in
utive meeting to which this certification

10 | And only such public business




ptters oo waere 1denciflied in the moticn convening the
oMecutive meeting were heard, discussed or considered DY
the Virginia Gas and 01l Board. I'll ask you to vote and
give your name, pleaoo.

|MEMRERS VOTE. ALL AFFIRM.)

HR. EVANS: Mr. Chairman, in this matter 1'd like to mako a

motion. I move that we take EREX's motion to dismigs

undor advisement. I also move that we find the applica=

tion as technically deficient because the information

submitted | oL gugficient to legally define the

proposed unit boundaries, and that although Hr. White is

a_claimant he does have the burden of providing suffi-

*1ent information to the Board upon wWhich we can make a

decipion. I move to continue this matter until the next

cheduled Noard meeting.

iR, HcGLOTHLIN: Becond.

AITRMAN: Motion and a second, Any further discussion?

If not, signify your pleasure by saying yes. (ALL

AFFIRM.) Opposed a@ay no, (NONE.) The motion carrieas.




1=]

([ad

[ITEH 4]

HE CHALPMAN: The next item on the agenda 185 a petiticn by

Haorold Holbrook, surface owner, for the establishsent of

n compulsory pooled drilling unit for EREX proposed wall

YyC=193%, Thio is Docket Number VGOB-0521-118.

JoHNsoN This is the same asended application. I think
the {acts and circusstances with rogard to Mr. Wwhite's
applicacicn are identlcal to Mr. Holbrook's applicaticn.
ile had a continuance from the May hearing. He filed an
ymended application using the same basic outline as wag
upned with regard to HMr. White's application. Bo 1 would
aok that the Board take wnatever action. I would assuse
-= | won't make the motion for Mr. Counts, but I assume
o0 will have s motion to make and ask the Board to take

on that so that we can move along
MI ‘hairman, essentially, as Mr. Johnson
the facts are espentially the same and there
be any different evidence that would be
with regard to 193%. I request that the Board
pame decigion or ruling in the sensq with regard
1t has for 1934

hairman, I'd like to make a motion in this

o it to read exactly the motion I




made immediately 1o the preceding matter wWith

of the name Mr. Wnite baing changed

SpEIONTOs

Hﬂ_];r_l__lti Holbrook. o i

CHAIRMAN: Okay. And the well number changes to 1933.

_EVANA: The well number changed pursuant to the matter at

hand,

HAIRMAN: Okay. Motion.

ZANDERB: Becond.

CHAIRHAN: A motion and a_second. Any further discussion?

HARRIfG: T do have a questicn, I undorstand Mr. Counts

naid that he uuulq_qﬂk the Doard to make A decislon the

fapo_ a6 it did in the previous matter. That's not the

ama thing as == befcro your motion wag for what?

CHAIRMAN Diomimsoal.

IARRIG: Im that the pmame thing you're saying now?

CHAIRMAN: Yes, He wns just putting it's the same imsue

cfora the Board,

—_—

HARRIH Okay. 5he motion 1@ appropriate then?

HHAIRHMAN Aight. Any further questions? If not, all i

favor pignify by maying yes. (ALL AFFIRM.) Opposed say

(ONE.) The motion carrieas,

Wa do have a question, Nr. Chairman. 1Is the
willing to take briefs into consideration with

to this mattoer and make a deciasion on my motion to

t ouch time as this hearing is convened again




and prier to the intreducticn ot evidence?
AT RMAN 1 think certainly that either party can subalt
any additional informsation that they like before the next

meeting. We have continued this haaring until the next

meoting in September and you'll be notified of that date.

The Doard will be happy to receive any filing prior to

that hearing that you would like to make. Thank you.
We'll take a five minute roecoes before we atart with I1ten
% on the agenda, the compulsory pooled drilling unit from
Pocahontas Gas Parcnership.

(AFTER A BRIEF RECESS, THE PROCEEDINGS CONTINUED AS

FrOoLLOWG: )




[ITEM B)

THE CHAIRMAM: I believe that we've had a request to clean the
docket a littla bic, Mr. Counts.
COUNTS fes, sir, Mr. Chairman. Thank you. As I have

indicated Item B on the docket, which is VGOB-91-0820-

134, Equitable is regquesting the Board to allow Equit=-

able to withdrawn that application for location excep-
tien. In addition I have requested that the Board allocw
Mr. Johnwon and myself to proceed with Ites 9 on the
dockot with respect to the appeal of the inspector's
dacirion regarding well VC-1863 and Mp. McClanahan
reprosonting the Pocahontas Gas Partnership has agreed to
do that,
CHUAIRMAN: Okay. Any problems with the withdrawal of Item
A on the agenda and moving it to Item 97
EVAND Is Edwards & Harding represented today?
"HATNMHAN lo Edwarde & Marding represented today?
IASBNICK Yes, milrx They're nusber ten on the docket, Mr.
Chalrman
HALRMAN You're just verifying that they don't hava
ANy ==

[N )o you have any objections to tha withdrawal of




i, RASHICK rdwards & Harding has no cbjection.

2|l THE CHAIRMAN: Okay.




TIHE

[ITEM 91

CHAIRMAN: We'll go to Item 9 on the agenda, tha petition

for Appeal of the Inspector's Decision under 45.1-361.23,

concerning proposed well VC-1863. This 18 Docket Husber
VGOB=-91-0829-1139.

JoiMBsoN: Ladies and gentlemen of the Board and Mr.
chairman, I'm Donald R. Johnson and 1 represent Mrs.
Thelma Mumick and Mr. curtis Rasnick who have filed an
appeal to the decision of the inspector, the Honorable
pyron T. Fulmer, which denied the objections which ware
raiserd by my clients in a letter to Mr. Fulmer stating
forth their formal objections and also pursuant to a
hearing wihich wae held in front of the Inspector. At
that hearing Mra. Thelma Musick testifled in her own
hobalf and on behalf of her brother and also Equitable
nrescnted Witnesses. We come to this Board aggrieved by

ision of the Inapector and wish to put on evidance
the Board concerning the objecticons that my clients
reppeeting the well application. 1 want to make
that it's clear on the record that there really are
obiectors who own separate parcels. Mrs. Thelma
who wits next to me, had raiged objections to the

parcel that ahe owna Likewise her brother,




MR

cfurtis Rasnick, owns a tract next to he's, adjeining

hero, which would also be affected by the woll, He 18

not present here at this hearing and his sister will

pregsent the situation to the poard. But I wanted to make

lear on the record that we really are talking about two
persong With separate parcels.

WE CHAIRMAM: Mr. Johnson, I would remind you and the Board

that this hearing will be conducted both based on the

record and 1 think you indicated that, but just for

clarity to the Board you have the Inopector's decipion

and the record of June 19th, the inppector's decision?
Joinson: Yes, oir.

McOLOTHLIN Mr. Chairman, ask Mr, Fulmer 1f he happens to

have the firat page of his decloion.

I've got two back
ragen

FULMER Ynp.

OHNAOMN Mr, Wampler, if it's the Board's pleasure either
Mr. Counto can, if he chooden, make mome sort of opening

gtatement gince 1 have and then == I haven't really gone
rough what the objections are, but I'm ready to procead
put on Mre, Musick asm my only witnees in this matter.
HAT RMAN Lot pe aok you just for clarification, are you
eally objecting to pointe 2, 3 and 5 of the declsion 1in

ur letter of Hay Ath, is that a eorrect underastanding?
Whatever my letter of May Ath says that's == no,




wWwalt a minute I wiote == Yean. I wrote & letter te

Mr. Fulmer which 1 sent to Mr. Fulmer by certified mall
With a copy to Mr. Counts dated July 18th. In that
lotter 1 advised him that we are withdrawing the objec-
rions #1 as srated in the previous letters, but continua
objections on the other grounds. And 1 also adviped that
if a copy of the consent to srigulate would be forwarded
for our inspection we wWould withdraw ground #4. That has
not been done.
"OUNTS: Mr. Chairman, I don't have any comments in the
way of opening otatement TtO make. Certainly, Mr. Johnson
hna the burden of proof with respect to the decislon
rendered by the Inspector. 1 would, however, ask the
foard at this time to conpider my motion to dismigs Mr.
Johnson's petition for appeal based upon lack of com=
pliance with the Administrative Process Act and the

lea of the Bupreea Court of Virginia.

HATPMAN Do you want to go ahead and amplify on that a
litecle bltL?

UNTO: Yoes, sir. Mr. Johnson, 1 thought you might be

interssted in that The decision was roendered by the

Inspector on the 18th of Juns, 1991. HMr. Johnson lodged

wppenl == a petition for appeal dated June 26th,
wag a timely petition for appeal but, basical=-

hig lecter of June 26th. "Mr, Wampler,




my clients, Thelma Musick and Curtis Rasnick hereby

potition and request a hearing before the Virginia Gas
and 011 PBoard to appeal the decisilon pade by Mr. Byron T.
Fulmer, State Cas and Oil Inspector, June 19th, 1991
reqarding the above referenced proposed gas well pursuant
to Boction 45.1-361.23 of the Virginia Gas and Oil Act.”®
The reasons for the request for appeal are that "The
inepactor granted the permit over the ocbjection of my
clients.” Certainly the Virginia Gas and 01l acts are
iubject to the provioions of the Administrative Proceass
Act and fection 9-614 12 litigated ipsues hearing which
le a type of hearing that we're here before today. It
tates that parties to such formal proceedings shall be
given a reasonable notice of the time, place, nature
thereof, basic law or laws which the agency contezplates
i popoible exercine of authority in matters of fact and
law apgperted or questionod by the agency. 1In addition
the Supreme Court rules, Virginia Rule 2A:4, petition for
\ppenl with regard to appeals pursuant to the Adainistra=-
tive P'rocesd Act requires in Faragraph B that the
perition for appeal shall designate the regulation or
decimlion appenled from, specify the errors assigned,
the reasons why the regulation or case decision 1ib
be unlawful and conclude with a apecific

the relief requested. CcCertainly there are




o errors ncoigned or stated. There are no reasnns
tated why the regulation or case decl@lon is deemed toO
be unlawful or erronecus and there 1o 0o specific

statement of the relief requested. AS a result I will

gtate that the petition for appeal 18 defected and

request that the petition for appeal be dismissed,
JOHNBON If 1 may respond. Again Mr. Counts wants us to
go to the Circuit Court and we're not in Circult Court.
I wrote a letter con behalf on my clients setting forth
the objections that my cllients had to the application.
Pursuant to that notice the inspector sent notice to all
the parties listing the objections that my clicnte had to
the well in question, Then a decisiocn wao rendered by
the inopector after a hearing. Now, what the act
ntesplates is that if you're aggrieved after all of
that, that is you have stated your objections 1n writing,
vou have had an informal fact finding hearing 1in front of
the inopector, Ehat you have the right to appeal. I
helieve that the Code sections that Kr. Counts 18
roforring to are to appeal from the Inspector's declslon.
pelisve that the provisions that Mr, Counta is refer=
ring are appeals from this Board to the Circuilt Court,
We Lbelieve that we have complied with the rules and
regulationn as now exiet in which we Bimply gave a

ted our appeal, and said that we were aggrieved




by the decismion of the Ingpector The Inspector than

WwroLe to me and paid, ®*Mr. Johnson, tell us why. Tell me

why, ;ive us some more details mso I'll know mora about

why you're objecting and going to the Board.” And 1 did
that, I said, "Mr. Fulmer, here are the items that wa
are continuing to raise objection to as are stated in
our letter.” I believe that wo have met not only the
npirit but the contents of the statute. I think all
we're required to do is to give notice that we are
annerting an appeal. This is not an appeal to the
Circult Court, but an appeal from tha inspector. And in
the procesn of putting the documentation togethesr in
order to lodge that appeal you've got to state your
objections to the well application, you've got to have a
hearing, you've got to present evidence and all the
partien are given notice of that. In addition, the
ingpector renders a formal decision which goes to all the
partien metting forth the objectiona that were raised and
vetring forth the reasong why he believes that the
objectione are right or wrong and also deciding whether
r not there mhould be any action taken with regard to
the location of the well., What Mr. Counts is telling you
that woe've got to follow the Circuit Court rules and
t to do all these othar thingn when, in fact, wo

wed the rules, we have noted our appeal.




are nothing in the statute that says we have to do
anything more, I believe, than just advige the Inspectol
and Mr. Waspler of our intent to appeal. And we did give

the grounds. Wa stated them in our original letter. We

raiged them in the informal hearing. They are very well

get forth in the inapector's decision. And I believe
that's all that wa're required to do under the stat'te
and the regulationn ag they now exist.

MR, COUNTB: I'm sorry. Mr. Johneoon, what grounds did you
ptate in your original letter?

HMIl. JOMMBOM: Those are as sot forth in my letter to the
Inapontor dated -- two lettere dated to the Inopector
dated May the 6&th.

COUNTS | Mo, 1'm just talking about your original lotter
that you stated that you had stated your grounds.
R, JOHHNAON May 8, 1991.

UNTR: And that's prior to the decision, correct?
That'sn not the petition for appeal?

HNBON That'o prior to the decision. The Inspector
then heard all the objections and made findinge with
regard to thom.

OUNT 1'm not trying to contest what decisione or what
mdns that Mr. Johneon laid forth prior to the hearing
the inepector, Mr. Wampler., 1I1'em only stating that an

upt be f£iled within ten days in order to be




timely and Mr. Johneon did file a quote petitica feor

ippeal with no specitic allegations, no ppaciflic wrongs

and no request for relief DY the agency. Mr. Fulmer did,

indesd, write him a letter on July 1st and Mr. Johnson
did respond again on July 18th, well beyond the time
period for responding and for filing a timely and proper
petition for appeal. 1I'm not asking Mr. Johnson to go to
cireuit court. I'm only asking him to comply With the
rules of Supreme Court and also the Administrative
procens Act and Section 9-614 12 on litigated ispues,
Paragraph A, that indicates that with respect to informal
lhearings under Bection 9-614 11 which this waa proceedad
before the inspector that Paragraph B will none the leds
apply which indicates that the basic lawa under which the
ngency contemplates a possible exercise authority and the
ros of fact and law apperted or guestioned by the
must be ctipulated. As a result it is my feeling
petition filed by Mr. Johngson is defective and 1
ubmit *o the Board that if there's a good reason
a policy standpoint, that is that these
and procedures are demigned to provide the most
jent administration of the Board's power in addition
suring due process requiremente of all the in-
iale and parties involved. And without apecifying

m for appeal and relief requested due process




ig certainly not being coomplled with and as indicated DY
this motion to dispisgs the Board’'s not allowed To
efficiently act in the adsinistration of it's dutles.
HATRMAN The matter before us, I think, 1s that this is,
as I noted earlier, an appeal on the record and the
racord did stipulate all the copplaints. 1 think a
couple of key quostions are and I would agk our attorney
to advise and then we'll act on the motion that the
appeal was defective, whether or not the rules of the
Suprese Court and the Administrative Procoss Act ano
atated by Mr. Counts Are applicable 1n this cape.
EFCHITZ: The reference to rule ZA-2 15 toO appeals to the
circuit court from agency decisions. They govern an
appeal from this Board to the circuit Court. The
sravisions of the Adainistrative Proceos Act are ap-
plicable no long as they are consistent with the Gas and
011 poard’'s general powers and provisions. You have set
v procodure in motionh, a two-tiered hearing procedure

that have internal time limits and guidelines. Thohe

nternal time limits and guldelines govern how nppealn

frem the inmpector come to this Board. How, I heard some
alligation from Mr. Counts that not withetanding that

act the petitien im still defect. That's the question
1ot we mupt addraens.

HAINMAN fou've heard the arguments




EVANG If we're being asked atraight out, I'd like Lo

hear the rest of the teatimony.
MR. CHAIRMAN{ Do wa have a motion to deny the diszissal and
go ahend and hear the testimony?

EVANS| Mr. Chairman, I make a motion that wWe deny the

potition to dismiss and hear evidence on this matter.

MR, CHAIRMAN: Okay. We have a motion that the petition to

dinming be denied and that we hear this cage.

MCOLOTHLIN: fAecond,

MAIRMAM: A motion and a second. Any further discussion?

1f not, all in favor signify by saying yes. (ALL

AFFIRM,) Opponed say no. (NOME.) The motion carries.

Procead, Mr. Johnaon.
JOMHGON ! think it might be helpful to the Board if I
yuat read == or if the Board has a copy of my letter to
iapector dated May the ath, that sets forth what
‘re ralking abeut. We did have a full hearing in front
nopecator and We are withdrawing objection #l1 and
vl that 1f we had some proof that there wasm a
gont te ntimulate document in the record that we would
withdraw a4 Okay. I'd like to call as my firat and
ly Witneps in this matter Mre. Tholma Husick., Mra.
Will you be amworn, pleame?

IRTER GWears witnenono, )




THELMA MUBICK
, Witneas who, after baving been duly sworn, Was exanined and

teagtified ag follows:

DIRECT BXAMINATION

DY _MR. JOHNSON!
Mrs. Musick, first I'd like for you to gtate on tha
racord your full name and where you now reside.

Hy nome is Thelma Musick and I live in Abingdon, Vir-
ginia.
And Mre. B ick, would you briefly tell the Board with
reqgard to the well application that EREX has proposed,
where the property 1o within the Commonwealth of Vir-
iinia where im that located?

4 located on Sandy Ridge. That's the name of the
little community and it's near the Buchanan boarder on
the upper side of Russell County.

Lt near the Duchanan County line, is that correct?

And what 1o the property like there? What 1s
lika where your land 1e7
hillside down in below whera thay want to put
t'n lavel, but up where they're putting the

gteep and hill country and it's sandy

Jolnanon




3 I O There is no clay. It'a very sandy, rich soil.
And with regard to gtructures on this tract, where are
the ntructures and what are they and where are they in
relation to the well that's being proposed?

Well, I have a house that is directly below where the
woll will be and out from me I have a barn. This ia the
house that 1 lived in when I was on this property.

And what current use is being made of the property?

HWell, right now it's vacant. It was farmland before I

loft there. Wo had cattle, raised corn, tebacco and hay.
How [ hove on each side of the little hollow -- sea, on
each side there would be a hollow going down. And
there's quite a bit of Walnut timber in there. There's
Haple and Popular and Oak.
How, With reapect to what's known as Route 621, just tell
the Board briefly where your property is with respect to
that route as well as where the well is with respect tao
Lne route
Wall, on the front nide on my property 621 comes around
on this side of the hill and up to the end of it, Well,
whon they get to the end of 621 1s where they want to
leave the road and go over on my property.
OHMAON I don't know how best to do this, If you would
ome around hore to whore Mr. Waepler 1a. I'd like to

tor the record that the map that I'm showing was

Johnaon




used in front of the inspector and was marked. The

markingo are on thoere were marked while we warae in front

of the ilnapector,
(Mr. Johngon continues.) Can you use this map to show ==
I believe some things have been drawn on there.
Yen. 1've got to familiarize mymelf with it just a
moment here. This is kind of faint. I have the large
map 1f you all would rather get it out and overybody look
at it., It takes me just a minute.
HMR. JOHNHBON: Can we do this on the plat that's attached to
the pormit? We want to show what this aesrial
photograph == there's the ond of the road up here.
MR, CHAIRMAN I this an aerial photo that you'res showing?
MR. JOHMNBON An aerial photo.
CHATNMAN Io 1t a recent aorial photo? Do you know the
date?
M. JOHNOO Yano,
'he wWitness continued.) This is a smaller versien which
raplor to read Right here is 621 going around like
that.,
HATRMAN You members can move arocund here if you like,
it Witneose continues.) Okay. Right in here io my
'perty and the hille I'm talking about, The house is
i there and right up here in where they want to put

kay There'a a hollow going down that way

Johneon




spring wag there and the sSpring wag right Lere

tly in below that. And Curtis' property ==

Where are the trees and things? Ghow them where C

property 16.
ft's over on this side right here, right in here. See,
it touches right there. And right here is his property
and mine i¢ in the litcle blue =-- that's not exact
circulation, but it's cloame, You know, ap clomns as 1
could get 1T.
can you figure with this map what these things are on
here uging this map compared to that ono?
I don't know 1f 1 can or not.
think it's converted.
bat it im Okay. Let's oee now. This has got o much
fading in it, you know., 1 think it's right here, though.
thae wall Where 1o your house at?
It would be right there. Right there.
where you think the well 187
foe, Ltheare's the gcame ==
you have the scale to this map, Mr. Johnson?
HG
chnaon continues.) Where this dips down?
think that'as correct.
ff to the left?

turned around and it sort of




niused me Tthare.

Can you show where the trees are and where the springs
are located that are near the well?
ihe mprings are right down there and right there. And
the trecs are in this dark area where it's sort of a
hollow like. This is high. 1It's tall. I do have some
picturen.

MR JOHNBON ; We've got pome pictures to mhow,
(Hr. Johnmon continues.) Where 1o Weaver's Creéek on
there and where 18 Alvie Cresk?
Okay. Let me get my bearinges here. Okay. This goes
right down == 1 can seo better on this. The well is
located over there. Okay. Right there is the way the
creck goes Oeoe, down through there. And Alvie Creek
comoes down on this side and meets right down there.
Thare's whore they maet. Right in there isg where thay
maet.
ikay Could you estimate for the Board how f[ar the
internaction of Alvie and Weaver'e Creeck are from thinm
Wwitll slte?
Well, 1t'a vory clooe a mile.

Kay And 1f you would go ahead and come over here and

have o peat and we'll leave thenoe up here. With regard

he apringe and other problems that you have had on

perty iltoelf, would you just briefly explain that

Talinean




the Board as far as water and the surface itself?

T Woll, they have mined under my property, taksn cut

at leapt two seams of coal. And the water is gone. They

punk the water., And now there is large breaks in the

goil. There is one that just came out beside my barnm

that == 1 don't really know exactly how long 1t is, but

it'm longer than the end of the table to the wall, if

longer than that and it's gaped open About that wide way

down in the ground.

When did you first notice that surface crack?

That one was in February when I first found 1it.

February of 19917

Uh=huh.

Wnat nther nurface cracking have you meen on the propar=-

ty?

Right below the spring where we had the water running

1nt house, just == I guese it was six feot below 1t

o crack back in the aide of the creek where it

It's rocky there. So I can‘t really tell how

wide the crack imo.

When wan the last mining done underneath your propérty as

beat you can eptimate 1t7?7 I know you weren't there.

don't know. It's not been a long time.

you first notice loss of water or any problems

ohnoon




THI

In 1980,

buring what month?

AUQUET ., That's when the main spring went out Lo our
houss. The one that's just about twenty foot away, it
comes down from another hill, you know, that's on the
side here, It went out in October of the same year,.

Okay.

‘OUNTO: Mr. Wampler, I'm going to inguire into the

ralevance of the line of teptimony. We're not proposing
coal operations on thesme propertien, but oil and gas
operationa,
WITHESEH I'm not gquite finished with the breaking of the
aoil
CHAIRMAM: I think we're going to go ahead and hear thie
becaune the alligation and the complaint had to do with
the casing and smomeé other matters that I think 1is
relevant to thime.
TOMHEBON 1 think the fact that we have subsidence on
this property which io continuing is a matter of concern.
hnmen continues,) Would you go ahead and finish
ling the Board about the problems you've had?
And back == 1 guess it's boeen five years, mayhe
four, but anyway, half way up this hill where
re putting the well batween my house and where they

put the woll a crack cnme aort of mlant ways just

f Johnaon




pout half way before Yyou would get to the top of the

hill Wwell, that crack is not there nov. 1t's sandy
goil and it £ills up which a lot of this cracks have.
And I believe after that -- I can't remember which cape
first, but over on tha highway thers wag a crack that
cape from my other brother's property on the other side
of the highway down acroms the rocad you could see it and
down into my field straight over from where the wall
would be. The woll wouldn't be effected by that part-
icular erack, but what I'm saying ig there im a lot of
eracks and we don't know where they are.
Who did the coal mining underneath your property, if you
KnowW?
linchfiold coal Company, the best I understand.
and the most recent problem that you've noticed was 1in
February of 1991, is that correct, with regard to the
aurface? The most recent thing that you've noticed wap
February of 19917
Yo And before that, going out our road thore is a rock
formation and it has given way and pulled apart, too. 8o
Lhern'n cracks there, too.
With regard to the drainage from the area where the
neing proposed, where would water drain from that
ALtlen

ifrain ntraight down to whera my house is and go

by Jahnson




wn down the creek 1nto the river.

Which creck are

you talking about?

Weaver's's Creek.

I want te hand you what we would ask to be marked as

Mupmick Exhibit 1, a copy of a letter which is part of the

well

application of

EREX for the well dated November

lacth,

CHAIRMAN

OUNTE:

1990.

Yon,

Do you have a copy of this, Mr.

Counts?

air

(Mr. Johnson continues.) Just for the record, in this

matter we regard to the statesents in it I would like for

you to read for the Board the information paragraph 1 of

that letter.

If you would read that te the Board and

into tho

rocord.

You want me to read ic?

Yoo, ma'nm Paragraph 1.

On November Gth, 1990 camples were collected from well

-1063 Samplen wore taken and traneported to the

tory for analyeis by Robert Yeary of EMI. The

wiére collected inoide a radius of 500 feet from

proposed well in order to meet the applicable Gtate

inmples may have been collected at a greater

l16ta & Al

noldered necesnary by the field technician

to inaure represontative monitor. The following

sulte from the proposed source water and

hneon




e}lEeting ground water in the area.”

What doog i1t say then right below thore -- i=mmediately
below where you just read?

"fource water spot where Weaver's and Alvie Creeks meet.”
Right. And what's underneath that?

VC=1861.

Now, this 1s a letter signed by HMr. R. J. Porter,
Chemist, 18 that correct?

Right.

Would you again for the Board's information state how far

away 1in your estimantion the intersection of Alvie and
Weaver's Creeks is from the proposed well site, your best
egtimates of that?

1 ) the best that I could guess it would be arocund
three-quarters of a mile.

that more than 500 feet away?

W, With regard to ==
let me point out something. They said my house was
feot away, but it's really not., That's what they
tatod
IHHBONH Mre. Musick has pointed out a question that ghe
WAantLs @ Lo ank

Jntinues.) How far away ia your house

'ohnaon




Wall, 1 would think that it's around 300 feet. That's
ust roughly Quessing.

Three hundred feet from the wall site?

Yoo, MHaybe it could be 400.

And that's down a steep hill?

Yen. @G%eep hills measure differently to level ground,

1t looks farther than 1t 1e.

I want to hand what I will be asking to have marked for
identification am Musick Exhibit 2 and would you just
read the caption at the top of the first page for the
racord?

Operation plan well VC=1863.

How, there are highlighted in vellow on the gecond page
and also on a copy of the excavation well site somo
information. If you would read that into the record,
only the partos that ar. highlighted on Page 2 and also
the part that's highlighted on the proposed well site
ovaluation Go ahead and just read that into the record.
Humbor 1, vegetation on the well site will be removaed
prior to grading operationo. Number 2, two rLypes of
srosion and gediment control structures, vegetative and
mochanlical will be umed Tto control ercsion and sediment.
Okay And on the propomed excavation wall site plan

lo attached as the last page, if you would read




snred ground, vegetation to act as run-cff contrel and

irface water filter.
MA. CHAIRMAN: Mr, Johnoon, was this & part of the hearing
pefore the inppector?
MR. JOKNABOH: Yes. This is part of the application.
M CHATIRMAN: This is in the application?
wr. JOHMBOM: Yes, sir. All the information we've handed you,
the Lottor from EMI as well as this cperations plan are
part of the well record. We're just highlighting certain
agpects of the well application so the hoard can review
thooe.
{Mr. Johnmon continues,) MHow, you have taken scome
photographs of your property to help the Board see -- I
want the enes junt of your proparty.
IHNBON And I'd like to have theme marked as Husick
Cxliitbito 3, 4 and %. Mr. Wampler, just a matter for the
-ord, the Court Reporter is going to identify Mra.
axhibits ap plaintiff's exhibits uning the
glie hos and 1 trust that she'll sark anything
counts wiohos to introduce as a defendant
Jjust so that's clear on the record of how wa've
malrked Lhopo
MATRMAN That'e fine.
neon continuens,) Mrs, Musick, if you would coma

1've got what'e beon marked for

Jahnaon




identification as Plaintiff's Exhibit or Musick Exhibilt

q 1f you would tell the foard what that deplcts.

okay Right here is where sy houge is. I wWaB standing

in the yard when I mado this pleture.

When did you make that photograph?
just last week. Well, about Thursday, I guess. Right
here is where they plan to put the well. Right there 1if
I'm understanding their maps correctly.

CHAIRMANT This i@ representing the well's going back here
and thip ie at the top of her house looking back at the
top of the ridge.

WITMESS: It's on top of a ridge. That'o stesp. fee,
\t'm covered with trees and you can't renlly seo the
terrain of the land. Mow, right in here ig where the

are, two of them. And here is another hill.
The gprings are located here, GOhe's locating
here.

WITHEAE Yeah. I was going to point out the --

CHATRMAN Are thoee oprings still in existence?

WITHEDD Well, they would be 1f there was any water thems.

Ihere's no water in them. Bee, Clinchfield punk the

there 18 no epring there right now? Just a

the spring bed, We have a big square box

by Johneon




that held like maybe 500 gallons connected TLO Our house
and furnished the water feor our housa. And there was an
vertlew pipe half way on 1t. It was always above that
becauge water flowed nut for the cattle and so on. Well,
right below that spring in the bank, se&, the craek came

on down and into Weaver's's Creek. Well, the drain off,

wnen we have those heavy raing -=- Bandy Ridge has scme

vary heavy rains and thera's quite a bit of drainage and

wash out. We'we had gullies wash out in our tobacco when
we would go tobaceo up there and we would have to reset
1E. fo it waghes real easy and 1t comes right on dewn
the hill and down the creek, eventually down into
Woaver‘n's Creek. Right in here is where one grove of
the Walnut treeg aron. There's quite a few 1n there.
don't know exactly how many They're not very big.
y're not as big as they around on the other cide.
hnson comtinues.,) I also want to hand you what's
n marked as Plaintiff's Exhibict or Mupick Exhibit 5.
ow the Board what that photograph shows.
this hill. Well, 1f you came on around =--
from the publiec road and it's around in the
night thore is where they would be going
to here to put in the wall., Down in here inm

large Walnut treeon and this here is in Maple




Let me hand ycu what's been marked as Plaintiff's Exhibit

fihow the Beoard that photograph
Wall, it's the same, but you can almost see both places.
What's the building that's shown on there?
That's the top of our garage. And right here you see the
yard and that's a Walnut tree there. It's pretty good
pized, not really big, and right in there are the
nprings and the Walnut timber. And it would be right up
there. That's where it would bs. You can't quite see
1t, but you go around that way and it's right down over
thoere where thay would be leaving the Btate highway.
Hre. HMusick, i@ there a well near your property which im
a coal bed methane well operated by Equitable or EREX?
Yoo It'o not very far away. I don't know just exactly
the milage, but it's the last well they have in clogest
to me
And is that well #168717
Yon it 1n
HATRHAN Hr. Johnson, 1o that something that you
digcunrad with the inmpector at the inspector's hearing?
IGHNGON I did not review this particular information.
16 intormation which became avallable to me with
== we did discume that we were unhappy with the
plan and woere concerned about run=off and mo

purpose of this evidence is to indicate to

Dy Johnaon




hat there are problems with the way the

oparations plan has been handled by Equitable on adjoin-

ing well locaticns where the cperations plans appear to
e similar and we wigh to present evidence to the Doard
which shows that Equitable's operaticn plan 1is not
adequate and has not been adequate for nearby well
locationa.

COUNTS Hr. Chairman, this hearing is limited to the
record and this matter was not discussed during the
informal hearing. It was not raised or put into evidence
nd as a result I would cbject to the intreduction of
thina evidence.

HATRMAN Sustained,
JOMNBON We would like to vouch the record briefly with
fgord to what we have planned to propose and I won't get
detalls of this, Hr. Counts, but just briefly
vouen the record. We would attempt to prove to
Board that the operations plan for 1873 was the came
thin operations plan. We would also =--
Objection, Hr. Chairman, to any matters what=-
that are outside the scopo of the record with
y 1AGA
want to put this on the record. If you all

that's fine with me. I'm just proffering




Go ahead.
and I would also precent testimony to the Board
through Mrs. Musick that the plan falled with regard to
JC=-1873 and that we have photographs which we would

introduce into the record and would like to have thoge

marked as -- for purposes of identification we'd like to

have those photographs marked and put into the record
aleng with the propoged exhibit have them marked and made
exhibite to the record but not ask that they be introduc-
od, but made part of the record.

Mii., COUNTS: I continue my earlier objection.

JOMNGON Just as to proffer into the record, we would
ptate into the record that the photographs that we're
marking as exhibites 7, 8, 9 depict well 1873 by photo-
graphos taken within the last week., I'd like also to
state to the Board the information that we have and the
ruling that the Board made with respect to that informa-

n wap new information which was not available at the
time that the inspéctor had the informal hearing. Thie
information that came to light after that time and we
olieve 1t 18 relevant to our objectiona and would note
*tion to the ruling of the Poard's chalrsan not
um to present evidence which goes to the ippuesn

raised, but was not available to us when tha

hearing Wwas held I believe it'e creating




orejudicial te our positicn in this matter and would note
our objection.

HATHRMAN go noted.

Mr. Johngon continues.) Mrs., Musick, if you would,

would you tell the Board as bent you can what your

objoctions are to this well, what your concerns are, and

alpo offer to the Board any propomal that you have with
ragard to this well?
Woll, Mr. Johnoon, they could ocasily move the well ncross
the Itate highway over onto the Buchanan side and 1t
wouldn't bother my property or Weaver's'e Creek at all.
It would be over on the other nide of 621. My objection
to it ip it'c going to be right above my house and the
vegertation spots along the way and it will damsage the
timber, the drain off. They can't fix that sandy moil
11 1= won't drain off. It mlips through and it's gone
down the hill, And there is so many broken places on By
property that I'm not really sure that the well would be
info
rogard to what would happen to any run-off would Yyou
briefly make sure the Doard understands where that

ff would eventually lead to from any run=-off coming

the wall aitto?
ny well run-off on my side of 621 == any run=-off

be going down the creek by my house

lohnson




nte’ Weaver‘'s's Creek and it eventually empties
inch River.

JOHIBON: 1 want to call to the Board's attention and then

11 rest hear regulations VR §8005-22 on Page 15 of 38
which would be Saction 12-C. The requirement there with
regard to water testing says acceptable documentation
ahall include an analysis of water from the closest
gource, epring or well, within 500 feet of the proposed
woll bore hole, an analysis of the water to be used or a
plan of the treatment of the drilling water prior to uge
to a level meeting the standards of this section and we
would point out to make note of the 500 feet in that
particular secticn of the law. That's all we have to
pregeont te the Board. Thank you.

HAIRMAM: Thank you, Mr. Johnsen., Mr., Counts?

CROJS =EXAMINATION

u've indicated that if probably would be
vou 1f well 1863 were to be moved to the

Highway 621, 1g¢ that correct?

1id on the other msida?

ount




BlEPLY requescting that we move off Yyou:

property, 1s that correct?

Rigne.

You've indicated on several occasions that you have --
With regpect to eprings on Your land, what is your
present source of water on your property?

Woll, we have no water. If you have drinking water up
there you bring it 1in. You can catch water, railn water,
O wash 1n, but if it doesn't ran you don't have any
Water
Do you have any idea how far the closest gource of water
would ba?

There's gquite a few different hollcws that
cEpties into Weaver's's Creek after you got
what they call Sourwood Mountain. It's down

that 1t would empty into Weaver's's Cresk.
really don't know
lmately how many aurface acres do you own?
d a hal
there any other springs on that acreage of which

AEAT f that are currently functional of a

*tional There wam one cut below the

Loy the cattle and thers was one up




wround on the other side of the hill as I polnted cut

that we used for the cattle.

and you've indicated that when you really have to have

water that esspentially you have to haul that water on
Jour property to bring 1t up domestic uses or wWhatever
purpoge you use?
Right.
Wwhere do you essentially get your water from?
Wwell, wo buy what we take from the store or we get it
over on == there's a water outlet beside the road over on
uep's Creek that comes out of a pipe. It's like maybe
I don't know. T gueso it's fifteen miles away. And

we ntop there and get gallons of water. We take it along
in a plastic jug
S0 enmentially that would be water that you use to cook
With or wash with or basically water for doemestic
purpoGes?

would be what we would take, yes.

if you just noeded water for come other purpose that

't really for a coocking or cleaning purpose, if you
were just simpply trying to -- do you have cattle on your
proporty?

* right now, no They couldn't survive.
u previously haod cattle?

o lived up there we haod cattle, we had msules,

Counte




evarything you have on a farm.

and where espentially do those cattle -- where do they

water at?

They watered out of the springs that led into a water

troth, but 1t'm not there now.

o eapentially In terms of running water, spring water or

creak water what would be the closest running water to

your home now?

Are you referring to down that eroek how far it would be

till wa got to water?

Yoo, ma‘am, The clopest water == if you were to go find

running watepr ==

I haven't been down in that country for some time. It'e

down through thers Aut I just know where the

brd goes and mine lod into 1L,

ireviounly

refarred to the waters of Weaver's

Croeak

Alvie Creak Would that be capentially maybe the

apt distance that you would f£ind running water?

indicated that your home 18 mome 300 to 400 feet from

he woll bore based upon your Judgement of distances, ia

that correct?
ight

rrent residence? Do you live there now?

there now I live 1n Abingdon now. 1

ounre




ntated that at the beginning of ==
BOILY I migoed that

8 anyone live in that hcme now?

it's not occupled?
Ho. It's hard to live at a place without water.
Yes, pa'am. I certainly understand and I want you to
understand that I do empathize. I have had springs and
have lost aprings and certainly appreciate that,
Yops, 1'm not the only one that's had that problem on the
mountain.
Yoo, ma'am I understand. Would you say then that with
rospect to the drilling of this well on this surface that

your major concern would be the run-off going down by

your house and eventually making its way down to Weaver's

‘reek or Alvie Croek or in the junction?
And the destruction it would do on the way becaume I'm
1t would damage whatever I have on that proparty,
ipecially the timber.
your undersetanding is that that water would be
nning oft the == agpsuming there was any run-coff from

or from the location that that water would come

your home where you uge teo live, right?




JHTE ; Mr Chairmen, I don‘t have any further questions.

JOHHOON ; I've Just got one questlon.

REDIRECT EXAMINATICH

LY _MR. JOMNGON:

2 When there's any rain in the area how does that change
the winter sources and the statements that you have made
ta Mr. Counts? He was assuming continual running water,
but when 1t railns what are the water sources that are
available?

When 1t raine there's plenty of water. It comes down all
the hollows and it meets down right where the house 1o,
The creekns come down each way and there's plenty of water
up thero when it rains, but within hours there's no

Wwataor

The spring water that is near this well location, what
hoppens there with rogard to the spring iteelf when it
raina?

When 1t rains water will go in this box.

And how long will it ntay there?

wWall LCL Wlll stay there until it dries up because it

i} get out.
ie this spring box?

It thin big a squora,

Redirect by Johnson




About four feat?
think it'as five feet.
Fiva fealt.

rall

With regard to your request to relocate the well, when

vou have requested that the well be put on the other sidae

of 621 what then would happen to any water run-off freca

tho well with regard to your property’? Wwhere would the

Water then go?

1t wouldn't effect my property at all. It would go down
an the puchanan nide and down that way.

In other words, what you're talking about is the road 1s
on top of the mountain, 1@ that corract?

Right

fo you want to put it on the other side of the mountain?
Yoal

. what benefit would that be to your brother's

away from hip property too because his jolng
p of that hill.
now how close to the rosd the proposed wall site
Ipprogimatoly?

t Know {t's probably 200 fest. 1I'm not really

lean?

liroct by Johnoon




LeBD .

n the wall application that wag filed and it part of the
parmit, the well plat that wao filed there shows Eoute
%21 and also the well location, 10 that correct?

That's correct.

And you want to move the well on the other side of ROute

6217
Rignt
(Witness stands aside.)

1OHNDON Wa rest, Hr, Chairman.
EVANG Mr. Chairman, I have a question.
CHAINMANT Yoo, Bir.

EVANDG Mr. Johnson, do you have a UB geological topo BmAp
of this area?

JOHNGON: There is one that was part of the record.
boliove I've got that one. I think this ip the one. Mr.
vann, this La a map that was introduced and Mr. Counts
may introduce it again, I don't know, but this is the pap

that was introduced by Mr. Counts at the informal
noaring
EVANG Thank you
JOMNBON: One point that I need to make here, 1 just need
put it on the record, I would move that the exhibits
introduced other than the proffarsd axhibite

yart of the record.

pedirect by Johnooh




HAT RMARN Okay. Mr. Counta?
Hr. Chairman, I'd like to call two witnesses, Mr.
Avery McCoy with regard to our operations plan and also
Mr. Martin Puskar who 18 a petroleum engineer.
CHAINKAN: Let pe first make pure, were there any other
questions from members of the Doard? Okay. Go ahead.
Hii. COUNTO: TI'd like to call Mr. Avery McCoy.

COURT REPORTER: (Bwears wWitneos. )

AVERY HcCOY

a4 Witnesgo who, after naving been duly sworn, wap examined and

teatified ne follows:

DIRECT EXAMINATION

1.“."‘ . __l "’JI_H_IE
McCoy, would you atate your employment and your job
tio?
I'm a land man for Equitable Resources.

And approxinntely how long have you been invelved in this

Lypo of work
ive and a half years.
What ore esgentinlly your job responsibilities?

the roade and the mite and clear the surface and




lapation plans and so forth.

and are you familiar with Equitable Resources application

for a woll work permit for well avCc-18637
Yano,
Mra, Musick ham objected on the basis of potential
ppillage into Weaver's Creek. In your opinion will the
yperations and drainage plan prevent spillage into
Wenvor's Crook and by Mrs. Musick's prior homesite?
Ui, YOB.
Would you by referring to the oparations plan indicata to
for Board and refer to the pages in the permit applica-
tion how drainage hage been designed in order that run-off
will not be directed in that fashion?
proposed excavation wall mite locatien VC-1863 if you
notice that the site is =- whon we build them wa
nlopa them to drain off at one point and this drainage
wnd thio run-off goes off on the Stevono property instead
0 Mupich property. We have a diversion ditch and
A barrier all the way around on the outaside of
ide W@ have a diverasion diteh when you come up
id that goen off the loft hand side which goen down
highway diteh which hao a sixteen inch drain where
ide rond copes off the main highway and then it
Weaver'n's Creek or Alvie Creek over the

Ity. not over tho Musick property.




MI airman, since we're looking at the Operac<

OUNT! i1
the Board members have any quea=-

tions plan, 1f{ any of
tions 1f it would appropriate I would like to go ahasad

entercain those now.

and
How long is your access road?

MR, EVANG! I1've got one.
HE WITNEOS approximately 500 feet. Haybe not, but ler me
it.

L4

acale 1 I can give you the scale distance on

well, about 300 feetl,

1f you go clear across the side 1t

will be 500
EVANG: The reason 1 acked that is just in looking at this

narticular piece of topographic map in front of me ocales

| to 400, one inch equals 400 feet. The well site shown

probably considerably less than that froms the road.
ncceass road come clear up ==

a little point that that well site 1a

that

Thoere's

BitLing on Wa have to come right up the middle of
polnt to get up to 1Et.
looked at I see that there's an

VAN Pecause what I

nLergoction.

Yen 1f you'll see that little intersection

ITHENS
that'n wWheroe the water comes off, in that side

roadl coming off the Atate road.

EVAN Thank Yyou.
intea continuen.) Mr. McCoy, would you also

how tho pite are designed and what the purpose




of the degign is?

The pits are designed to hold about 9,000 barrels of
WwaLor O A little over each pit. And normally we only
uoe nbout 6,000 barrels of water in the drilling of a
woll. If you'll notice on the oketch there's an alter-
nate pit aloo. Oometimes with a lot of rain and so

forth the rain water will help to fill up one pit so we
can dig another pit. And if something should happen that
Wo hove to use more water or a tresendous amount of rain
Wo con sot tanks on the side and pusp the water out of
the pito into the tanks until such time that it dries up
we can let it back into the pit.

In other words, this design is a contingency plan in the
event that you spncounter more drilling water, more water
in the drilling than anticipated in order to prevent
spillage, is that correct?

Yoo

Would you almo indicate the demign of the drainage

ittchep both from noture and from artificlal barriers and
what the purpose of thone barriers are for?

Ihe drainage ditches ara built three fest deep and sloped

pach otde and the barrier is put up completely around

ite epcopt whore the road comes in and then it'n
ommodate the barrier on the outside of the

that water all runs to one point and drains

by Counts




off

How, to the best of your knowledge is any ground water in
the area being used for domestic consumption?

Mo, not to By knowledge.

Are any permanent springs located within 500 feet or any
nature water drainage of well VC-18637

Ho, not that I can find,

How, Mre. Rasnick stated that the closest running water

would essentially be the intersections of Alvie and

Woaver's Creek. Mr. Johnson has previously referred to

fection 12-C of Article J regulatione, VR 480-05-22.1.
Paragraph two states the operator shall indicate in the
oparations plan how they plan to comply with this
requirement and acceptable documentation shall include 1;
an analyovis of water from the clopest source, apring or
wall, within 500 feet of the proposed well or core hole.
You've indicated as well as Mro. Mugick that there is no
ource within 500 feet, is that correct?
That'mp Irrect
And paragraph two gays analycis of the water to be used.
What in the doseription? 1Ieg that the base water or is
that the gource water for your documentation?

tate Your guestion again.

he analyasis of the water to be used, is this water to be

drillings




Yer.

and therefore, it would be the scurce water, 1s that
corroact?

Right.

and would you indicate for the Board according to the
EMI report Where the pource water was taken from?

It wao taken at the intersnections of Weaver's Creek and
Alvie Croek.

Thank you, amir. Will Equitable use water in it's

drilling operations which meets or exceeds the quality of

the water tented from the base line CLogot?

JOHNSON I'm going to object to all these leading
quostions, He apk him will, doem, do. 1'm going to
obhject to that. Go ahead.

HMAIRHAN Go ahead, Mr Counta.

[ Mr ounte continues.) Approximately how far from the
jouse will tho bore locate? Mro. Musick has testified
it 100 feet from the home wnich she use To occupy.
it's over 1,000 feet,
1 you indicate that for the Board on the plat
hed to the permit application?

on thio plat Her barn is, but I don't the

thig plat But 1 can mhow you about whera it

@ here which Mr. Johnson has previous=




ly made reference to Can you locate it on that map and

then show that rto the Board, please, and scale it off to
distance, if you would?
That shows it to be about 1,100 feet scaled on this 400
ﬁ'..l’lp.
Wwould you take that forward please and show 1t to the
loard membora?
A (Witness indicates.)
MR, EVANO: What was the scale on that map?
TE WITHEBS: 1 to 400, By that ocale it'e around 1,100 feet.
COUNTS Mr. Chairman, I don't believe that's been
introduced into evidence previously by Mr. Johnson.
would like to offer that as Exhibit A.
TOHNAON Ho objection.
CHATRMAN Okay.
OUNTH: fThese oxhibits that you'ra locking at are
exhibites from thoe IFFH hearing that have already been
entered into the record
CHAIRMAN: 1 @till think it would be good to go ahead and
mark 1t as Defendant's Exhibit 1 for the purposes of
today I believe it 1o 1, 18n't it, Mr. Counts?
COUNTO You pir
Counts continués.) Mr. McCoy, in your oplinion ias
erations plan for epoil and erosion and sedimpent

idequate and offectivae¥




Yo
ounTa: I have no further questions, Mr. Chalirsan.
JOHNBON: Hay I eropp=axanine?

CHATRMAN Yoo,

CROBB=EXAMINATION

JOINNGON
1 think you've indicated where the house i8. Where 18
that at on here?
J n minute Let me get a look at it. Yeah, right
here 1o the well., The well slte 18 right against that

property lime. The well gite 18 right againat this

propoerty line It's about three feat off of yours and

the Stevens proparty on you. And you go dewn this hollow

t levels out and you come to Yyoul house right there.
Right here, you say?
Yoo

john@on continuen.) Where is the cemetery?

nera.
Okay =he cemetery, it's not quite as far away

1t'c farther away than that. 8o I would
would ba on over this way. I can't

ive because 1 don't know that much about

lohnson




these mapos, 1 can just judge from the distance of cne

thing to another thing.
TIHE WITNEBH That's the only house 1 can find down thare.
MRG. MUBICK: Well, there's anly one houpe there plus the
garage rignht beside 1T.
Mi. EVANG Mre. Mupsick, when was that hougeé built?
MRS, MUSICK: I beliove 1t wad 19%58. 1 can't really be sure.
M. EVAND okay. As long as 1t was more than ten or fifteen
yeara ago
(Hr. Johnpoon continues,) I think that you said that the
main pit deaign was for n,0007
Yen
What's the alternate pit design, 10 it the same?
The BAROC B1Ze
Mow. if both pits were filled where would the water go?
We'd pump 1t in tanks =- @et tanke on the side and pump
the tanks full until we got the pits dug.
All right How long a time would it take you to mat up
tankn
Thirty minuten.
Are the pumpe nutomatic? Do they coma on
ally?
ma'am They have them in there == when
, drilling that well there im men thare twonty=four

lay till they get 1t down and leave.

Johnaol




HMUBICK: Dacauseé there is scme very fast, hard ralng on
that mountaln.

(MHr. Johnmen continuem.) With regard to a rain avent,
what you're gsaying io im that during the ocperation you
would anticipate as much as 6,000 gallones coming from=
thie wall, 18 that right?

YoB.

And that water is going to stay in the pit? Is the water
evor going to be drained out of that pit?

Ag goon ao thoy get through they treat the water and
treat the water until such time os is suitable just like
the croek water and than they sproad it out on the ground
and then they reclaim the pit.

How long in this operation atter the well is built will
hege pite atay in place?

var threo weeko. Haybe legs.

have operations where the pits stay longer than

waaka?

We aleo have where they ntay shorter than three

winlons for run=-off are made after the end of
roa weok poeriod? What's left there under your
noe plan?

ifter it'n reclaimod?

After you drain these pits, then what do you do?

ehnmaon




o pite that have that gilk fence around them
thora’?

Uh=huh

How, that will the only thing that there will be run-off

from that oide except for what comes into natural earth
from your drainage ditch. Mow, that silk fence will stay
in place after they reclaim those pite and seal them and
it will remain in place until the vegetation ig well
covered and i1t's just like the earth was to start with.
llow many tanks will stay on oite, if any?
Hormally two 1§ what stays there on a coal well.
nnd what's the purpooe of those tanks?
That'as for the water that comes out of the well.
Whit happenn to the water from those tankas?
Woll, they've been hauling it and putting in ejection
wizl la I haven't followed the process all the way
through, but 1it's hauled off the mite.
wn you ahow me where this water 1s going to drain? You
It was going to drain on the Stevens tract. <Can you
of these aerial photos and show us what's going
happen == on a topd @aAp. Do you have a topo map
hat's going to show that area?
fee, here i@ the Btevena property right here,
ng vight down through here, and half of the site will

Jone and half on Hra. Raanick. AnNd the




MRE,

frainage Wwill come right down through here and hit this

cli on this road and out that diteh and through that

irain and into there., That's where the drainage of all

the site Will come from,

HWill that go through the Curtis Rasnick property?

Ko, I don't think so,.

HUBICK: Oh, yem, It comes right on around here into ==

WITHESE Well, ma'am, T know, but it will be in the
croak How, 1f this line goes down the creek it will ba.
HUBICK Yeah. It gooo right over his property down on
the back mide,.

WITNESS Yeah, That will be in the natural drainage.
(Mr. Johnson continues,) Mr. HcCoy, with regard to
Woavor's Creek, whers does the water go below the inter-
section of Alvie Creok and Weaver's Croek? Where does

that water gao?

you know
look on the map. I just don't know. I've
bDoen all the way up Alvie Croek, but I haven't been
beyond Alvie Creck out from the other side,
¥ou know what usea are pade of the water from Weavar's
reak below that intersection from your own knowledge?
for three milea there's nothing. HNot any.

n what happena?

Tolinpon




don't know It goes through farms land.
When you may for three miles are ycu talking about goling
dewn the mountain itself, is that what you mean?

I'm talking about in the creek bod down on the creak.

There's becn a mine down on Alvie Creek and for threse and

a half or four miles there's not any houses, pasture
land, farns or anytning.

When Weaver's Creek connects with Alvie creek locally 18
then referred to as Weaver's Creok or Alvie Creek?

Alvie Creaok.

and then Alvie Creek continues on through pasturs land or
on down the pountain, as you pay, for a few miles and
then goeg into some farm land?

Yoo .

COUNTS: Mr. Chairman, can I inquire to the relevance of
thiao line of gqueastioning?

JOHNOON Wall, it's roelevance is certainly clear. The
pratoment wap made by Mr, McCoy on direct examination
that this really didn't affect anybody. I want to put on
the record that yes, it does effect other land owners and
ither people in the environment below the location spot,

EVAN! Timoe out here, folks. If you're going to talk
wbout something that'm going to affect somebody down=

eam the very fact that Mres. Musick's property 1is

are affects smomebody downstream. 80 let's not get out

ropg by Johnaon




'f bounds here on what we're talking about.

JOHNBON: He made the statesent that it didn't affect it.

I'm asking does 1t affect it7?7 He pays he doesn't know.

EVANG: To the point that it makes anything to do with

this particular hearing I aleost agree with him. Mo, it

doson't affect them for the purposes of this hearing.

How, 1'm not going to sit here and listen to you go clear

down to the Misslesippi River and on out to the Gulf.

JONNBOH: T don't plan to, Hr. Evans, and that's not mpy

purpose for being here or anybody's that here. It's not

our purpose. But It 1p my purpose to indicate that yes,.

this water doee drain, it does affect other people,
That's all T wanted to put on the record. MHe said it
didn't. T cross-oxamined him and he caid might do that,

HATRHMAN Go ahead with your question, Hr, Johnson.

JOHNBON: That's all the questions we have.

‘HAIRMAN: Any other questions, members of the Board? Any
tollow up, Mr. Counts, or closing atatement?
IUNT8: MNo, Bsir.

(Witness ptands aside.)

JOMNOON Do you have any more witnesoes?

OUNTS Yoo, do I'd 1ike to call Mr, Martin Puskar.

NEFORTER | Bwoars witnosas,)

naon




tenot

Witnesn wWno,

1fied am

aftaer

followa:

having been duly sworn,

was exapined and

DIRECT EXAMINATION

BY MR, COUNTSH:

Q Mr, PMuskar, would you state your name, your employment

and your jeb title for the record?

MY name @ Martin Puskar. I work for Equitable Resources

and 1'm a petroleum ongineer.

And would you state for the benefit of the Board your

fducational background?

Like

fromp

aala,

I'm a petroloum engineer.

I've got a degroe

Lhi

Pennoylvania State University and have been

eosployad by Equitable for almost nine years.

And would
HY curren
productio
And are vy
:Ill.‘.'

I ar
AL you

alno

you otate what your job responaibilities are?

t regponaibilities deal mainly with the drilling
n and completion of oill and gapn walls.

iU ftamiliar with Equitable's application for VC=

familiar with the casing plan and program

wall?

Direct by Counta




MR,

MR

crofesnional epinien that the casing plan will be
pufficient to insure that all fresh water aquifers
neountored will be protected?

bulieve 1t 18.

Would you depcribe for the Board the casing progras for

Ve=1663 by referring to the casing program as inc-
orporated into the operations plan?

CHATIRMAN Mr. Counteg, he withdrew any objections of the
casing.

COUNTS: I'®m morry, Mr. Chairman. Bince there was still a
guention about =-- there's been a lot of digcussion with
regard to ground water contamination and springa,
otcotera, am long as there's no confusion froa the
oard's standpoint I'm happy not to proceed with that
line of quepstloning.

CHAIRMAN: I think I would pursue other questiona.

(Mr., Counts continuos.) HMr. Puskar, is it your opinion
the permit or work will constitute a hazard to any

ndividual?

H 1 don't bolieve 1t will.

JONNEON Again, objsction to the leading questione.
IWATHMAN o noeted, Continue.

HI “ounts continues.) And it is your professicnal
nion based upon thepe factors that the location shown

well work permit as pubmictted by Equitable is

v Counto




necrosary to promote the safe and efficient exploration
for and development, production, utilization, conserva-
tion of the coal bed methAne resources underlying this
unit?

A, Yas.

MR, COUNTS8: HNo further questions.

MH. CHAIRMAN: Crosso=axamine?

CROAA=-EXAMIHATION

BY MR. JONNGON

4 Mr. Puskar, what 15 the clopest coal bed methane well to
thin wall?
MR OUNTH Objecticn.
{R. CHATRMAN I'm going te let him go ahead and answer.
(The witneop continues.) 1I'm not sure of any exact
distanceno
In thot woll 810737
believe it may be, yes.
| nay you can't estimate that. Is 1t less that
feol?
't really know, but I don't believe that it iam.
I quantioned you on that issue at the informal

ng and you did gay you thought 1T wWaS within 2,000

by Jahnean




Loet, g that right or wrong?

COUNTS: Mr. Chairman, the wWitness has already indicated

that he's not sure in terms of what the distances

actually are and again, I @ee no relevance with regard to

tho testimony.
MR, JOHHSON 1'm asking him if he's changed his opinilon from
the inforeal hearing.
COUNTS Mle's already answerad you, Mr. Johnson. He does
not KnowW.
CHATIRPMAN I think we've heard enough on that. If you
Wwant to mova on to your other gquestions.
(Mr. Johnson continues.] With regard to your casing plan
Wwao any special provision made for subsidence itself?
it really. All the casings will be cemented back to
fgo that will be aes puch protection agp we can
ou familiar with subsidence in this particular area?
WMave you oxamined any affects of subsidence in the area?
haven't.
Have you been to thio sitae?
This particular gite, no.
101HBON That'e nll the questionas I have.

HATRMAN Any guestions, members of the Board?

have one, Mr. Chairman, one redirect.




Loet, g that right or wrong?

COUNTS: Mr. Chairman, the wWitness has already indicated

that he's not sure in terms of what the distances

actually are and again, I @ee no relevance with regard to

tho testimony.
MR, JOHHSON 1'm asking him if he's changed his opinilon from
the inforeal hearing.
COUNTS Mle's already answerad you, Mr. Johnson. He does
not KnowW.
CHATIRPMAN I think we've heard enough on that. If you
Wwant to mova on to your other gquestions.
(Mr. Johnson continues.] With regard to your casing plan
Wwao any special provision made for subsidence itself?
it really. All the casings will be cemented back to
fgo that will be aes puch protection agp we can
ou familiar with subsidence in this particular area?
WMave you oxamined any affects of subsidence in the area?
haven't.
Have you been to thio sitae?
This particular gite, no.
101HBON That'e nll the questionas I have.

HATRMAN Any guestions, members of the Board?

have one, Mr. Chairman, one redirect.




REDIRECT EXAMIHMATION

BY MR. COUNTS:
Q Mr. Puskar, 1s it unusual for Equitable to drill wells in
aroas where active coal mining ig taking place?
Ho, it's not.
COUNTS: Okay.
JoHnson I'vo have no further questions.
(Witness stands aside.)
MR, Jolmood: When Rick's finished 1I'd like to put Hs. Husick
back on for a sacond.
MA. COUNTO: Mr. Chairean, we've already gone through the
procona, 1'd ohject to that.
CHAIRMAN: 1'm going to let him ask a couple of follow-up

queestions.

THELMA MUBICK

y witnegss who, after having been praviously sworn, was

womined and testified ao follows:

HHODN ¢

jugick, as Mccoy says that the water ig suppose to

k/NMedirect by Johnson




g he

the Stevens property or at least that ke says
think going to go if there 1o a problem, where doas
that water go?
goen around =-

4

1f it does go onto the Stevens tract?

It goesm over the Stevens tract and down over another

porson'o property that probably doesn't even know that 1t
w#ill go dewn over there. His nase is Burt Musick. And
right on over from him it will be golng over Curtis’
which ig the same with mine. He's my relative. And then
right on Curtis' property is where 1t peets Weaver'no
rrask and then it turns into Weaver's Creek and on down
over the farming section of what they called Back Valley.
and thope people down there, tobacco is their maln source
of income and they do water their tobacco patches,
anything they grow, like their gardens. Bome of then
grow tomatoes for nale. That water merves as a purpose

) water their creops.

ould the water from this waell site not go in the

irection that Mr. Mccoy maid it would but would instead

directly over the hill, then what would the [low of

he that would go due south over your property?

goog over my property?

Johnesan




GE8 your property’

And 1f the well ig located on the other side of 621 thexn
it wouldn't drain =--

It wouldn't affect anybody. It would go on down through
puchanan County and down where they have sined and into
the river on that side.

HAIFMAN I think we're repeating scme of the information
on the record.

TONHBoN That's all the gquestions I've got. Thank you.

CHATIRMAN: Any other quentionn?

(Witneps stands aside.)

CHATRMAN okay. We have the appeal of the inspector's
lecinion an so noted by Mr. Johnson representing Mrs.
Musick and others. What's your pleasure? The appeal wao
amonded to withdraw objection el which leaves Items 2, 3,

ohjectiong is that corract, Hr. Johnson?

it im Mr., Chairman, I am prepared to
evidonce which 1 believe has already becn
part of the permit application the consent to

mulate, I believe being Item 4 or 5 of Mr. Johnson's

could naver get anybody to give me a copy of

snid come dig LAt up.

yolul ﬂﬂy?

nedirect by Johnson




of 621 then

lown through

i and into

b} information

Thank you.

o, )
ispector's
ting Mra.

o appoal wag
) Items 2, 3,
Johnoon?

ared to

ady boon

@ coen@ent to

Johnaon'a

a o copy of

b6

neent t stizulate.
re you now withdrawing cblecti
for assistance without conditicn
pefendant's Exhibit 2. Did you glve Mr
ouUNTo ! Yee, mir, 1 did
j0iMooN: This does nmot =-- I can't put these two letfers

trogether and say there's a consent to stimulate hare anrd

1'11 defer that to counsel to find where it says on the

August 31th, 1991 letter that Pine Mountaln 16 noainated

ag their agent or whatever to provide consent to stimu-
late I just don't find that connection. I'm sure Mr
counts dopps, but I den't [ind that connection and for
that reason I'd say there is no consent to stlmulate
'g benn made a part of the record from the coal

WOl
TR T RMAN o the objection stays ==

HHBON The congent is smigned by the oll and gas owner,

.

AT RMAN Tha obhiection then stays 2, 3, 4 and 5 what'e

pleapure’

M1 hatrman, 1'4d

AT RMAN

move that we affirm the inspector's dacision

phowing that the wella to be drilled in

an_as_in conformity with the Gas and




il _Act _ane regqulatjons. There has been no ghowing that

a2 hazard to the safety of

the proposed well constituras

nny perdon or any other gurface owner objection consisc

tent with 45.1-361.335.

KELLY: fecond.

CHATRMAN: We hove a potion and a second. Any further

1f there's no furthaer discussion, all in

discussion?

favor signify by gaying yes. (ALL AFFIRM.) All opposed

pay no. (MONE.] Tho motion carries., ‘Thank you. We

will recess for lunch and reconvene at 1:130.

(AFTER THE LUNCHEON RECESA, THE PROCEEDINGS CONTINUED AS

FOLLOWS!: )




MR,

(1TEH 10)

OWARTZ: Mr. Chairman, my name is Mark Swartz and I

represent OXY, USA and I'm here with Tim Scott today. We

have what I believe will take ten or fifteen minutes to
deal with a proposed amendment te a prior order of this
poard. Pocahontas Gas Partnership and their counsel have
peen kind enough to allow us to proceed on my representa-
tion that this will be short and theirs will obviously
take some good bit of time this afternoon. And 1 would
request that we might be able to proceed quickly and try
and move through thias,
UAIRMAN: Any objections toc that? Okay. Go shead,
IWARTZ What wo are asking the Doard to do today 1is
niaply to amend a prior Board order which was entered on
th, 1991 There hae been a motien filed to amand
The amendment that we believe noeds to beo
order in fairly atraight forward. There
lkos that were listed in that order ans

owWners and they are, in dead, mineral owners in

HAIRMAN ‘ould I step just one mecond?
WART Yop

HAIRMAN We'tve talking about Item 10 on the agenda,




pekot OVGOD=01-0820-140, 15 that correct?
OWART: That's correct in this case which deals with a
conventional oil and gos well known ag EH-16, this case
wan heard initially by this Board in petobar when wWe were
at the library in Bristol. There ware two Edward &
Harding conventional wolls, EH-31 and EH-36. At that
hearing the Board ruled that it wanted to consider field
rules in advance of granting either of these and both of
these got adjourned from month to psonth and eventually
hoth of these wells had orders entered. On the EH-31
<61l OXY's interest with regard to these three leasés wan
properly shown. With regard to the EH-16 well it was
not. ®Whnt we are asking, the relief that wa're soeking,
1o that tho Doard order be amended to reflect that OXY
han a lease from Mary Francie Selle from Dean and
firidget Cole and from Thurman 4. Cooper and his wife.
“he net interest in the unit represented in the EH-J6
represented by these three lease hold interests
n OXY hap in o total of .B05069 percent. But I

liove 1 have a stipulation from Edwards and Harding

Wwith regard to that nat interest.

AINICK That'm correct.

WARTZ okay. And I don't believe that there ia any

¥

pute thot oXY, in deed, hos releases from these three

¥




b Hone

WARTZ nay The problem that we have had is that
Edwards and Harding was not required by the pricor order
te furnish OXY with a8 notice stating that they had X

agount of time to elect. 8o the record in this proceed-

ing does not reflect OXY's interest at all and OXY has

not been afforded it's statutory election right. 8o the
order should be amended to reflect these three leases,
the net intermet or that OXY has an interest or whether
or not the percentage makes 1t in the order I don't 1is
ipportant and then Edwards and Harding should be directed
to affcrd OXY the statutory notice of it's election
options heore And I think pince there is a stipulation
with regard to the existence of these leases and the net
interost of the unit that there's no dispute. Edwards &
Harding, in fact, cooperated with us and sade scme calle
and wWas trylng to get this done and taken care of. But
they never did bring a motion and we decided that it
prudent since the well io drilled, I believe, to
and get thie thing straightened out as a matter
There were two minor issues that aroge that
)T Wwant to decide today, but I think you need to
about When Mr. Wirth and I were drafting the
wmend and in the process of filing it, I don't

iy done this yet in front of you all, wa




me thougnt to whether or not there should actually

new came number assigned to this. And it was our

viow and that apparently was not shared by the diviasion,

bur 1t wano our view when wa filed this that we felt that
it should be given the same case number as the prior
ordor so that if someone wae trying to reconstruct what
happened with regard to this unit there would be a
connletent case number or a4 docket number assigned to
thim matter. The decision wao made to give this case a
now nuebor. 1 don't have a problem with that, but 1
think it's something you all might want to think about,
Are wo going to give every motlion that might affect a
prior order a new number or would it be more prudent to
cantinue on wWith the sape number. In addition, whan we
nont our application in wo did not accompany 1C wWith a
£100 check., The Doard rules that are currently in force
got forth only three circupstances under which a filing
foo hasm to accompany a plece of paper and it's the
fpergency rogulations at 3-C. And it says all cosplete
ipplicatlionn for ocotablismhment of units, spacing or
ling ohall be accompanied by a fee of $100. We did
lond n $100 fee when woe filed this because we aspumed
this provision would control. We were subsequently
we phould pay $100 We didn't. I think, though,

u naad to address the question of what papers




ire a filing fee when thay are filed because your

rulez seem to be inconpistent with The positicn that was

adopted here And lastly, I think in a situation like

this == I'm not fussing with the Board on this order nor
aos I fussing with Mike., I mean, this was a very confused
record I think the ultimate responsibility for making
pure that an appropriate order is entered is the unit
operator. And under this situation I think it's the duty
of the unit operator to advise the Board and/or Mike when
he'n drafting the order as to whose interests nead to be
reflected in the order. And that clearly didn't happan
here. Otherwise wa wouldn't have had this order. 1I
think under these circumstances I would suggest you might
conpider it a policy when a motion hae to be amended by
iomeone other than the unit operator becausée sopebody was
lott off you might consider if we are going to ippose &
filing fee to making the unit operator pay that fee since
it was their obligation in the first instance to make
sure that this was done right. 8o if you're going to
i fee maybe you want o look at who needs to be
The last issue that I would like to address
Wirth and OXY would like to enter into a joint
parating agreement with regard to this unit and the
U unit EH=11 Mr. Wirth has requected a joint

wgraemont from Edwards and Harding on meveral




-agione and has never received cne and to the extent
that that Board might encourage this to happen because I
helieve that that was the Board's policy last fall when
wa cont a lot of time with joint cperating agreements

that you would encourage operators to furnish thes,

parties to try and agree, and if there couldn't be an

agrecment to come back and see you. Here we have a
gituation where we just don't have one. So, in &psence,
I would request the specific amendsents that 1 have
depcribed to this order for the obvious reasons. And I
would suggest to the Board that perhaps not today, but at
gope tipe in the future you congider some of the ad-
ministrative lépues that I have raised which came up in
filing this motion., I den't think I need any teotimony
because we seem to have a stipulation as to the net
interest in the unit and the existence of the leases, but
if you want te agk any gquestions Mr. Wirth 1s here, I'm
hera

CHATIRMAM: Would you state your nome for the record,

RABNICK James Rasnick of Edwards & Harding Petroleum
npany. I1'd like to ptate that Edwards & Harding
Petroleum Company did make a diligent effort to have the
wwended and that for various reapons we ware == it

upg that a new potion would have to be




wiich we didn't feel at that ¢

ime
bligation tc make that Botlon

HAIFMAN: But you do ptipulate to the facts ag presented

by Mr. Bwartz, 15 that correct?

RABNICK: That 18 correct.

GHARTZ one last thing froem a note of standpoint, it's on

record with Mr. Fulper's office, but we did notify our

lepoors of this hearing and we have mo advised you. BEo

that in addition to notifying Edwards & Harding we have

notified our lespors. It does not change any percentage

line up, It just changes it from one column to another.

Dut the percentages in the unit remailn the gabe.

CHAIRMAN Any quentions, mepbers of the Board. A motion?

EVANG: HMr, Chalrman, I'd like to make a motion that we

accept OXY's petition and direct that the order be

1F-|||1:!u!1_ A8 _prescrt ',!i_'lg _h_“' OXY.

-'I:.M_ HMAN: He have a motlion.

HARRIAO: .'-I'-'.”I]_.Iﬂ._

HATIRMAN: A motion and a second. Any further discussion?

If not all

in favor signify by saying yese. (ALL

AFFINM.) Opposcd say no., (HONE.) The motion carries,

Thank you. When

Woe have nome items for the Board that wa

do | iEakoeping

on we'll put these other issues on the

woell Thank you




&
rel=} 4

~HAIRMANI: MWe're going to go to Ites 5, the petiticn o
the establisheent of a compulsory pooled drilling unit
under 45.1-361.22 from Pocahontas Gao Partnerships. This
ip Dockel aVGOE-0716=135. We'd like all the parties that
want to oddress the Board in this satter to come forward,

pleasc, Mr. Fulser, would you get o list of all the

people if we can't peat everyons that wants to address

the Board, please, of who wante to address the Board so
1'11 have that available.

MR. FULMER Yo, Bir.

MR, CHATIRMAN We'll take a five minute receds.

(ANFTER A BRIEF RECESS, THE PROCEEDINGS CONTINUED AS

CHATRMAN: While you're getting ready I'll tell you that
i{{ you do any presentations where you're standing up or
anything like that or with any of your witnesses or what
have you pluasce make pure that they're near a picrophone

take one with thea or something so that wa can
maintnin a good recording.
"LANANHAN 1im Jones and I represent Pocahontas Gas
norehip and we're here for the application to pcol a

yal hed methane geob interest underlying the




proposod unit for BUN-1 which was approved by the Board
in June of thim year. Just for the record, wihat we have
stipulated to the Board members prior to beginning the
hearing were new exhibites € and D for the applications.
fo thoea would be amended exhibite C and D for the
application as well as the page of the application which
indicates the asount of interests that we have leased.
Aloo a designation of cpoerator and powar of attorney

from Conmcl to Pocahontas Gas Partnership for the
property interest in this unit, consent to stimulation
from the coal owner on the property which is also Consol,
and now detailed well estimates for exhibits E through J.
Thoae just indicate some changes that have been made
since tho date that we filed the actual application. The
first witneso that we would like to call is Les Arring-
ton.

OURT REPDRTER: (Bwantn Witneam. )

LESLEY ARRINGTON

who, after having been duly sworn, wag axamined and

ntifind am followa:

DIRECT EXAMINATION

HcCLANAILAN

Arrington, vwho are you employed by?

ligton/Direct by MeClanahan




connolidation Coal.

And what is your position wWith Cconsolidation?

Permit apoacialist,

And your responsibillities and duties there?

Asnombling the gas and o1l information in the wall
permits and applications and land mapping and gathering
title information from titled opinions.

And what im your educational background?

{ have an Aagsociate of Bcience degree 1n mechanical
engineering and a Dacheleor of Science 1n civil engineer-
ing technology.

Have you given notice as required by Virginia Code

annotated Section 45%.1361.19 to each person or entity

that's tdentified on Bxhibit € of the force pooling

application ns & potential owner of tho sealed coal bed
methane gob gag underlying the unit?
Yoo
Jou have n copy of the notice that was salled to the
that are listed on Exhibit C7
do
HMeCLANAIAN Wo would present that as our Exhibit A.
(Mp, Mctclanahan continues.) How were theme notices
mailad?
ertified mail, return receipt requested.

ha yvou pubmitted thope returned receiptos to the

Direct by McClanahan




oil and gas ingpector?

Yep.

licw Wwere the persons whose names or addresses that are

listed ao unknown on the application notified?

By returned cortified mail.

The people who are listed as unknown, did you publish
them in the paper?

1 published them in the paper. I'm sorry.

In what papers did you publish notices?

okay. The Virginia Mountaineer, Bluefield Daily Tele-
graph and Briatel Heorald.

Do you know what the dates of those publications were?
The Virginia Mountaineer was July 25th, The Dristol
Merald wao July 21st and the Bluefield Daily Talegraph
wao July 20th.

po you have proofs of publication?

Yoo
McCLANAHAN: These we would submit as Exhibits B, C and D,
(Mp. McClanahon continues.) Mr. Arrington, have you
filed permitp to convert the wells that are located
Wwithin the HUN=1 unit?

Yea, we have

Wore any objoctions to the permit applications made by

nal ownerm or operatore?

ngton/Direct by McClanahan




Hae a drilling permit besn previously refused to Pocahon=-
tas Gap Partnership on any of the tracts that make up
this unit?

Ho

what percentage of the gas and oil rights in the tractse

that comprige tha BUN=1 haps Pocahontas Gas Partnership

leaneod to date?

Lease to date io 1,966 porcent,

And what percentage of the oil and gao rights in the
tracts that coppriso BUN-1 does Pocahontas Gas Partner-
ohip owWn'?

89.309 porcent.

And how much of the coal estate do you own or lease on
tho tract wWwithin the unit?

Well, Wwe own or lease 100 percent of the P=-] cean.

And all ather seams beaides the Pocahontas 37

It's == I can't remember. 99.6 percent,

And the unleaoed owners and their percentagen of owner=
ship in the respective tracte for the BUN=1, are those
linted on Exhibit D of the application?

Yes, ma'am,

And the amended oxhibit which we submitted to the Doard

today, i that accurate as to who the unleased ownera

ington/Direct by McClanahan




MeCLAMAHAM: I don't have any furthar questions for this
wilitnoeamn.,

CHATRMAN: Any questions, members of the Board? I have a
liat of people that wanted to addrose the Board. As wWo
go through these witnesses if you have questionsa that
would be the time to ask it. Do you have a quastion that
you would ask the witness? If not, you may call your
next witnenpao,

(Witnese stands aside.)

MO. McCLANMIANT Gil Oillenwater.

‘OURT REPORTER) (bweara witnesa. )

WILLIAM GILLEMNWATER

i witnepo who, aftor having beon duly aworn, wag examined and

tencifiod am followa!

DIRECT EXAMIHATION

“tt!ﬁuﬂ“ﬂy:
Gil, would you please ntate your full name for the
rocord, pleaase?

Willlam Gillenwater.

And your addresn?

0ld Athens hoad, Princeton, Wemt Virginia.

enwator/Iirect by MocClanahan




0B are you employed?

nsolidation Cocal Company

What 1is your position with Consolidation Coal?

District land manager.
And what is your esployment history prior to Cocnsolida-
tion?
Consolidation?
Have you worked for Consolidation ==
My whole life
== Your whole life? Okay.
I have thirteen years with Consolidation Coal entirely in
thelr land department, eight years in the capacity of
digtrict land manager.
Hhere has your experience in obtalning mineral leases
ba&n concentrated?
nl lease.
In what gaographic area?
ithern Appalachia,
¥Our experience in obtaining leases in Southern
ichia are you familiar with the fair market value of
ieaagen, oll and gae leases, and coal bed methane

in the unit area proposed for the BUN-=17

Botely how pany acresm have you leased in

LY n the lapt year?

lrect DY MeClanahan




imately 5,000 acres
the Appalachian Dasin how many acres would you say
vou've leased?
1,000 acre range.
What do you believe to be the falr market value terms for

a coal bed methane lease in this aresa?

£l per acre per year as a rental and oane-eighth royalty.

What would be the primary term?
Five years.
With regard to the unleased owners that are listed on the
nud-1 application in Exhibit D have you contacted thope
land owners or tried to contact them toe clLtain a lease
from them?
Yoo.
And what kind of lease have you offered esach of them?
Did the lease contain the terps as you've outlined them
for al bed methane leases in this area?
Yoo

t method did you contact each of ==

rated one thing If I could back up.

standard torm wag a4 ten year toerm instead of a five
LelE
And the leames that you have offered to the

iduale liated on Exhilbit D have contained a ten year

McClanahan




HI

pethod did you contact the individuals listed on
0 and offer them a lease?
Without the exhibit in front of me -- was Exhibit D the
partios that ==
Those were the unleased owners.
The ones that are left, most of tham even though we do

pomo certified mail with return receipt request the

biggest part of the deals have been hendled in person or

by the telephona.
And were those individuals who are listed on Exhibit D
willing to execute a leags to you?
to this point.
MeCLANAMAN All right. T have no further questions.
CILAT RMAN Any questions, members of the Board? (Paupe.)
0 any ¢ you who asked to address the Board have
quoptions?
(Witness stands ascide.)
IATRMAN Okay. Call your next witness.
Mo CLANANAN Randy Alberc.

REPFORTER [Gwonarn witnepn. )

Direct by McClanahan




exAmined ans

DIRECT EXAMINATION

Y M8. MCCLANMAHAN

Albert, have you ever been qualifled as an expert

witness before the Virginia Gas and 01l Board?

Yea, I have.
MCCLANANAN ] would gubeit him as an expert in the field
£ engineering.

|He, McClanahan continueés.) Randy, would you please give

111 name for the record?

nage ir Randall M. Albert.

well work permits that Consolidation Coal

ahontas Gag Partnership has applied f{ol

BEUNM] been isauad?

We do not have those perpita in hand.

rotand from Mr. ¥Foreman's office this morning

wé been i1soued and we wWill be receiving them

hose persits wWaam?

conversation correctly, it was August

pputer problee in thelr division

clanahan




yghte underlying the mineral tracts that

wallpo ware those pPermlts icsued

called Gad

nvert vertical ventiliation holds to gcealed

thane Gob wWells.
Pocansntas Gas Partnership the owner of the drilling

are tec pa

ncospasaed by the unit?

the map attached to the force pooling applicaticn

1led by Pocanontas Gas Partnership indicate the acreage

that'sm to be embraced within the BUN1 as approved DY the

aird June 10 1991 hearing?

t does.

=ap attached to the force pooling application

Lhne |

ny Pocahontas indicate the shape of the acreage

be epbraced within the BUNMI] unit?

boundary lines of the sealed area

1088 the BUNLT7

BUN]1, embrace two or Bpore

attached te the force poolling

ccahontae indicate the area which

LAnanan




doai

Are the costs and expenses for the wells set forth on the

fetalled well eotimales A6 apended that we've attached

to the force pooling application Exhibits E-J7 Those
unapended would be K-L, 18 Tthat correct?
That'm correct.
po these apended Exhibits and the original Exhibite
filed raflect the cost of drilling each well to tocal
that and coppleted for production coata?
yeg, they do.
verally, now did you calculate tho costs that are
i the ODWE'e?
copt that we could identify and find an invoilca
~tual cost =-- costs that wa could not identity
ife O optimated coBl.
wquesting on behalf of Pocahontas Gas Partner-
the Doard pool the interent of the mineral
11ing unit that are designated on
the DUNLT
re

pocoliontan Gas Partnership be designated ac the

prting that the Board praescribe the time

HeClanahan




ther minsral cwners Eay #lact
in the cperaticn of the wells?
wWa ALlA.
requesting that the board give 1lnstructions as to bow
srricipating pineral owners will bear reasonabie coote
and expenses connected te the wells in the proportion
wnich the acreage they own has to the total acreage in

the BUH] 1n accordance with the DWE'm as submitted?

fou are requesting that the Board make provisions for the

payment of all reasonable costs of the operation includ=-

ing a reagonable supervision fee by all mineral owners

be parcticipating owners?

HCCLANAHAN Thoae are all of tha gquestions I have of this
tnenr
OTHLIN would like to ask Mr. Albert about the

My question ig =-=- could You ptart with Exhibit E.

1ld we go through these line item at a Tiee
them
¥ou want to ask about anything in particulAar
explain line by lina?

know how you comeé up with half a




dollars to drill a wall wnen wells have been
lilod cheaper in Luchanan County
LBERT Well, the first thing 1 ld explain 18 that the
entire holf a million dollaroc 18 not all for drilling of
the well., A you will see at the bottom, 1f vou will
direct your attention to the bottom two lines. We've

included a production and compression costs which is an

epftimate to get our wall =-- the production from the well

head to the comprergor station as well as the sealing of
the gob coste. And that is approximately $170,000 as you
the entire cost ag you see is not for the
of the well, but rather more accurately reflects
the total cost that we have incurred to get this well
ito preduction.
iLOTHLIN All right, you may you have invaices reflectc=-
e cost of paterial and labor at the time? Do you
ome avaitlable?
wall 83, I'm not going to have very many
woll 18 seven years old. At the time
Who done, we were not doing well by well
Howaver, I could go to a later waell and
typlical involcen ==
Want to know on thio waell 83,
me up with the figure.

down line by line, but I do not




sucmit A8 ar
conductoer pipe g 4

rilling business would

i oa

pubsrtantiate that nusber.
ACGLOTHLIN Is that what it costs today or sesvén Yyears

ngoT
ALBERT! That's what 1t coEt seven years == the coft Today
and seven years ago for materials like plpe and guch are

similar. There hasn't been a big drilling bocm

going on, s0 the prices have not changed much over the
PAET Aeven Years.

THLIN Okay

of 1) 3/8 inch casing. It's $18 a foot

into the ground.

6 faoor
ot to run 1t

inch caeing. It waso $9.10 a foot

or the contractor to put 1t in the

4 1/2 inch casing. The next item

& o

He fixed

explain why there are blanks.

all wells and naturally if something

in one well we left it blank on each form,
TaY Fine

of 4 1/2 inch, 10 1/2 pound casing

1 foot

for material, s1.00 a foot for the

ging in the well. 1,620 feet of 2 7/8

EG00 labor charge for putting




foat of 3/4 inch rods for a red
ap " % a foot, 8600 lapor to put 1T 1n Che
ground. Heter run to meter the gas production, evan

though we were not producing this gag, Wa run Eeter runs

on each well to accurately measure the production. The

maoterial cost for 1t was 81,500, 851,000 labor to gert the
puEping unit. The same for running the down hole pump.
£5.000 in material coste, 81,000 labor for 1t to be sat.

EVANB: Handy, excuse me, 1 need to find out 1if that's a
new 1tom on your DWE mubmitted before? 1Is that partic-
ilar pupp unit listed?

ALDRENT Ho, it's not,

EVANGD okaoy .

MALEERT on Exhibit E the original DWE pumping Unit wWas

- I made a miotake and left it out of the original

All right.

fubsurface casing equipment which conaiste ot

flowa for the 13 3/8 inch caping, 9 5/8 inch

mation packer collare, 5 1/2 inch formation packer
"0ing centralizers a lump sum total of §2,800.

rllanoous fittings and piping of mipcellansous valvan
ittingn for the wall head, 5200 for material, $100
o | inotallatioan, 9 5/8 by 5 1/2 camsing head,

§570 1 inch Harvest and Fisher




cepent surfaces, the contracted price

ting our casing into the ground as required by Law

7.800. Completion of the well which mainly consists
surface rig to swab the fluid after the well was
fragged and put it on production was $6,.EB00. Wire line

services whieh ccnsisted of, in this particular well, we
an A down hole camera, we ran a cesent 777?7. The ceat
28 Weo're showing theres was $6,100. The bulk of that cost
being for that down hole capera. We lost a -- didn't
loge, we lcdged a probe, a logging instrumsent in the hole
rthat had to be retrieved. We encouraged significant
gt in doing that and it is reflected only 1f you will
in this } entipate it has the highest mlsce-
cont of any of the well estimates and it's
v a roflection of those costo to retrievé that
And as wall, the wire line rervices are high
did have to run a cazera in this hole. The
o stimulation which included the fracture job
the hydro-jetting of the coal, mini frack prior
fracture job, B816,200.
Randy, again., that's considerably less than your
tinato Is that single seam vorsus two Seam?
wao a single sean fracture. The early wells

put the ctipater togeéether ==




ught you mignt to d
whan I first put the epLimALEs together I

uping costs that wore based on wWnat frack jcbs were

ing up today We have a frack consultant that dia

the fracture work for us. We went back throughn
of hie records and we were ahle to come up wWith a
pore accurate comt for the frack job even though we
couldn't find the original involce, wo were better able
get that 1984 cost.
LVANG aray.
ALBERT pmental equipzent, thip consists of frack tanks,
r for soving in and out of sight, a generator, wWire
poom truck, miscellaneous trucks for the drilling
wctors tnat were pot in the contract drilling cost,
ract hauling, this included nauling of the L(rack
nauling of water for drilling, hauling of watel
ab, hauling of pije to and from or to
Again items that were not included 1in the
of | contract cervices. As I said,
noultant for our frack WOrk. contract
do the cost of our consultant, the cost of
yacellaneous welding, the roust about Lype
.1ated with well work. Contract drilling,
, contract price per foot for drilling the

1ging charga 1 sipply our deviation logging,




nagil

11V

EALG

lega

ticu

prob

Wank

the

powWwal

28 replestivity logging Lol L ro@el exploraticn oy

éxplorarvion group again done on a per foot
i Location, title includes the site preparaticn,
erts, clearing of the timber, gravel for the loca-
hydro=gsecding. Yyour erosion sedipent control type
riale, land acquigition 1f needed for drilling and
| feen. MHigcellaneous again on this well in par-
lar included & large charge for retrieval for the
¢ that wag lodged in the hole. It was about a twWo

procoess It wap very Ll1BE6e CONoUmINng Work. Power,

charge for the power is the installation of a 13.8 KV

line and tranoformers to get that power down to &80
the operaticn of the pumping unit. That

the poles, the wire, the transformers, and so

by 2 1/8 caging head, simnply io a $CO
1/8 jack box It's a box used on &
And the last two items productiaon
in those are == production and compress-
paped on current bides we have in for
ollection syotem which will include the
ell compresosion as well as tha ==
getting the gas from the well head to the

tation e6iling of the gob which 182 an iten




have a pure product. The cost incurred, wa
he total cost and divided 1t up amonget the
for the sealing of the north unit.

MCOGLOTHLIN: How much of the cost of this wall seven years

old that'e been depreciated by Consclidated Coal Ccmpany?

ALDERT Nene of this cost has been depreciated by Consol.
The walle in the formation of Pocahontas Gas Partnership
coneol made a capital contribution of thirty=-one wells

of which this well was one of would be connected to the

MCOLOTHLIN: Let m& amk you this. How much of CCH DG} has
beon deprecinted?
ALBERT [ don't have exact figures on what hag been
and what has not been depreciated.
It was an eXpenslve Bilning operation, right?
it wan,
And that has been deprociated by the mining
an axpenae?
A portion of thim well would have beaen
an an eoxponae.
How much of it has been deprecipted?
not kKnow,
d like to know that figure.
would please the Doard, if you want that

have to make a phone call and come up




sigqure.
think one of the few questicns that Fevis 18
tring at 18, ip it appropriate to charge fof the saae

hole and I think that's an obvious questicn. Are you

proposing to charge again for the sare hole that wWas in

the ground to begin with What was done different to
*hip hole to pake it a productive coal bed methane gas
producer?

MCCLANMAHAN 1£ I may jJust Ask a gquestion.

DIRECT EXAMINATION

M. MCCLANAHAN;
Randy, could you explain though to the Board what the
valua of the well was as it was contributed to the
partnerahip?

ol, as 1 stated, made a capitol contribution of
1l wap a part of to the partnership. Thais
art of Consol's capltol contribution. Though
that Consol incurred, the partnership is
botwaen Consol and Conoco == received this well
And therefore as a part of our cost of
field into production, we're submitting this
acoup our cost. The partnership has

oot baeed onh the contribution from Conscl.




Wwell, another questicn dealin
of the sealing process 1s mine related and
W puch of 1t ip well rolated?
ALBERT MI McGlothlin, we could argue that point the
rest of the day.
MCGLOTHLIN: 1I've got all day.
ALBERT I mean, I could provide argueents that would say

101 related to tha mine. 1 could provide you

nte that would say it was 100% related to the well.

ue fact of the mactter would be that both sides
it from that., I could say this, that without this
t Conpolidation Coal Company would not be sealing
b o on that basis we view that the entire cost
@aling be born by the partnership rather than the
"cEpAnY .
H wouldn't Consol not seal the gob, at least,
the expense would be in pretty neaAr or arcund
aroaq
year., per 2onth? The life of the mine?
B1Tr .
would be conmiderable expense., Dut I would
u that this is the first gob area that has
the state of Virginia, Ap a patter of
region, or Consolidation Coal company

ian reglion, it'e the firat gob area that




A ever pealed, It's not - ek LA wa EAavVe
ctice of oing. Again, 1 would submit, without
cthe partnership, without the producticn of the sesled
gas, the gob area would not have been sealed or at least
would not have been sealed thic year. Any maybe never
MK, MCGLOTHLIN: But there would be soae expense incurred by

the coal company to == if not seal it, at least for the

safaty and protection of the mine?

HR. ALBERT Yes. That is correct. Federal law says you
@#ither seal 1t or you ventilate it. You would ventilate
it and you would incur the cost of ventilating that area.

HLT} What would thaet cost?
ALBEET I really don't know to be honest with you.
Agmin, we could try to provide you with that figure, but
ot have 1t with me. One other thing I would like
could not produce this sealed gob walls
ssaling of the gobs.
LOTHLIN I understand that.

Randy 1l do also have another question or 7Just a
brilling costes on a per foot basis, do you
hat would work out to be?

At that point and time we ware
playing around the 40 a foot total, but the way
ene eatimpaten, 1've took the casing comste

nave 1t




avea

out 1 works ocut

geb ! inder centract drilling so do you have

ast rhere twice of you've taken the casing out of

. MK. ALEERT: MNo. 1 took the casing cut of it. I will

oy to you that we were drilling, you know, these holes were

Lk drilled very large. We set 13 1/8 casing froe the

surface They're drilled 12 1/4 They're not cheap
holes by any means.

ato | {] EVANDE Yeah, I know what you're saying. I guess wihat you

rea. just stared is 1if you took =-- if it cost you B40 a foot

to drill a mile I believe you on that. But 1f You TockK
the caping cost back out and thip still works out to B850

Jut oot, wa doing a double dip here or not?

e . Ko, Dir 1 can ogubmit to you -- it's not &n
this parcicular well, but it's an invoice for
ig included in here. Tha actual drilling

that period if that would help at all.

a ! Wee'll probably be getting that. But it doegn't

particularly to this well that we are talking
\Dout
way
have the invoice, but I will say that
that wa could find for that period,
certalnly in line




sinuen.) Randy, why did you say ¥ou
invoice for thic particular wall?

when we were peginning the degasi-

tation project, we were not doing wull by well counting

and ap a macter of record we do not maintaln hard copiles
of invoices for Bsaven Yoars
For which well do you have an actual invoice?
1 do have an actusl involce for well 88,
And what date is that involce/
July 2nd, 1986
from who 1s that invoica?
The invoilce i from Noah Horn Well Drilling in Vansant,
'irginia
And what are the costs on 1t7
it are =-- the total cost is $80,772 for
That price does include casing. but
would be much the same as you would mee

reaponably clope in depth.

plus feec?
roughly 1,550 feet.
Let mo apk ono more question about the DWE's

up them all togeather.

Clanahan




HCGLOTHLIN ape questicon as on E. How mucn of 1T 18
e eXpanoe How muech of it has been depreciated?
LEERT Again, 1 will answer that Consol ==
MCGLOTHLIN And that's for exhibits F-J included.

ALBERT: We are of the opinion that it's not a mine

oxpenoe. The numbers as we have submitted today are an

oxpense that ware incurred by the partnership because of
Conscl'es contribution, These are capitel items to the
partnership and therefore my answer is 80 of our tctal
o¥penase 185 a minég exponae.

CHAIRMAN Would you explain a little bit more abocut it.
Haybe we don't understand everything that you're talking
about the expense of the partnership, you know, obviously
if the partnerohip were to undertoke thig they would have

ir1ll thease on their own and I understand what you're
paying Are you carrying this full value on the books?

ALBERT fog, wWa are,

HATHMAN 8o that full value is carried on the books of
the partnaranlp/

ALBEI Yaah. me thing I did fail to mention, oul

metribuction was matched by Conoco. How the partnership
Wwap put together wag Conoco, a mimter company. had to
match our capitol contribution. And Ceénoco did that.
That war based on the numbar of wells that were comm-

Wé are carrying the capitol conctributiono of




cORS
they total this figurae?

that what you're sayl

ALBERT Mo, I'm not saying that. The total contribution
-= bocause some of these items are, like production of

the gob, production and compression weren't naturally

part of the contribution, so we‘re not going to be able

MCCLANAHAN They haven't been incurred.
CHATRMAN | Okay.

MR, ALBERT: =-- but to the extent of what was expended, what
wao actual exponditures expended to the formation of the
parctnership, yom, 1t would total the capitol contri-
butiaon.

CHAIFRMAN And things like sealing the gob and those other
thingms are in addition?
BERT n addition, that's correct.
HATHRMAN Putting the power in7 PBut the power is already
Lhord nough.
Thne powoer im already there.
{AIFRHAN Did you dimtribute tha production and compreng=-

lon the eape way you did the cealing of the gob?

equally across all the way?




niie we i nen Qa8

have i@ why Lt 18 jesa iR EI czrth
the sauath IiEply we're funnling a DIgEer
ine in the gouth and it'e further away ffrom the coas
pressor atatien, Thie say help anawer Mr, Mcdlothlin

et ion When our capitoel contribution was Bada, 1Tt wWas

made net of depreciation. The depreclation wWas not

takoen out of that capitol contribution.
HCOOLOTHLLN Mr. Chalrsan, JUust one other questicn for MWK.
Albart How much of the money expended or that you plan
supend on these welle with Consol or Pocahontan
rFarctnoranip. how puch of a tax credit do you anticipate
roceiving?
ALBERT Well, the tax credit we anticipate receiving 1s
the section 29 credit as allowed by Federal Law altern=
ive fuele
HLIN What's the percentage on that?
io not Know, Hr. McGlothlin. To the best of By
n not calculnted on a percentage mathed.
it 1 know about 1t, 1t's tied to the cost of
l and 1t begine to phase out when the
reaches a certain level, I do not Know
on a percentage basi@ or aven a
planpont timo,

AL taM credit be pagped on to anybody




O0% EKnow
HA T FHAN Other questicns?
{CCLANAHAN: We don't have any other questions

HAI RMA Okay 1'1ll ask the folks that wanted to

addrese us, do you have any questions for Mr. Alberc?

Okay - our next witness.

MCCLAMAHAN ¥e don't have any cther witnesges. We would
just Bove that the Board force pool the interest of those
individuals listed on our Exhibit B in the application
for the BUN] unic.

HAIRMAN We'll need to make room, cne place, one chair
parties as I call thee to come forward and
address the Board on this case
LANAHANM hay Hr, Wampler, before you do that
on the BUSl. Thooe people only
gouth unit. I mean, I don't know.
i JooK
pogsible that they only have interest in
L that we tend to take up, the next item on
docket,
HAT RMAN Ok a ! might want to addrese them and noe,
LANANAN That's fine

M Tney've signed up under DUNL im how T had it




They
LA T RMAN Ok

thl
1n the naxt
HATRMAN Ha
acrel

HCCLANAHAMN

ay.
nk we determined that they're all interested
unit which 1s BUB1.

W do you intend to allocate this cost per

According to surface acreage as it's ghown

thelr percontage interest listed on the exhibit also.

HAT FMAN In

MCCLANANAN

CHAIRMAN To

irfaco owno

LANAMAN 1

CHATPRMAN

BOKe Aure wo

3 an

in

rcenta

Vhat

this per well or per unitc?
By unit, right.
tal unit., 00 it will be the percentage of
rehip anywhere in that unit?

irrect.,

You would take these total costs? Let me

underotand what the plan would be. These

ccupulative coste of all these wells, gay

000 == you know, whatever the actual
d you'd distribute that by the totasl number
Lhat unit and then further distribute it by
ge of surtace ownership, 1a that correct?

arroecec.

Mi Chalrman?
MirGlothlin?

Eigure that wore not made to me or thae




oe#fore wa decide on this force pooling,

Lo oee thope [figures.

HATRMAN Is that on the request for how much of

beoen Wwritten off?
MCGLOTHLIN: Yes, s#ir, and how such it would have cost
coal oporation and then in the gob area.
CMES I'm sorry. I'm not sure I follow -- o we can
you the exact inforemation.
HR. MCGLOTHLIN [ want to know how much of the walls were
depreciated and I want to know how much it would comt
meolidation Coal Company to vent the gob area 1& it
wore not sealed. For the entire deal or for each
individual well.

LAMAILAN We just need a minute to determine how we
get this information. We don't have it with us. Hr.
HcGlethlin

JLOTHLIN Yom

MCCLANAHAN With regard to the coat of vantilation, what

e péricd -=- we would obviously incur ventilation coots

the lite ol the mine 1f wa don't seal any area.

GLOTHLIN For the life of the well. The anticipated

fe of the welln Ha. McClanahan, would you all like a
nute recems ol" something?

That would be great,.




1 Appreclate 1t
AFTER A PRIEF RECESS, THE PROCEEDINGS CONTINUED AS
M

CHAIRMAM: O©One other questicn. Are these costs thaAt are
shown here only for the walle that are being converted?

ALBERT: Yes.

JONE That's correct.

HA T NHAN Okay.

JONEG: Mr. Chalrman, we've gotten some additional
information and wa'll try to answer Mr. McGlothlin's
questions I would like to aay, though, before we get
into that sope more and our angwers may obviously provoke
one more guestions which we'll be glad to answer. We
certainly appreciate the quentions Mr. MeGlothlin had.

id you, Mr. Chairmaon had coancerning the fact, as

theaos are wells whnich serve the mining purposes

isol which ies one of the partners in the partner=-
There's no question about that. Obviously these
ventilation wells and so some of the costs in the
ae already been tncurred for that purpose. 1
the fundamental position that we have ig that under
utes the obligation of the Board is to determine
reasonable cost i and whether or not those
incurred in termes of the well that benefited

And certainly, it ig our position that




that
vontl
e4pla

thino

- . e
iy et

Ireasonas.ie CoBt
Furpones And we aon°T see any basis
@ps or in the statute which would permirc
lort of deduction of those costs because of the fact
thay were used =-- that well in the past was used =o
late the mine. Moreover, 1 guess, as we've tried to

in and Mr. Albert can testify further, the fact is.

8 a new entity, Focahontas Gas Partnership that is

the applicant here anc is golng te engage in this

production and it 1ie not the entity that incurred these

conts,

of the

10 fr

Blignict

DUt these conts ap we have testified were a parc

contribution to the partnership matched by caah.

'r that additional reason aleso, we think what is

lcant ie whether or not these are, in fact,

onable drilling costs Cbviously the Board may have

long about individual 1tems and we're glad to answer
It's cbviously, ultimately the responsibility
to dotermine these reasonable costs and
to do the best we can., Obviously some of
mntep, but again, ag a fundamental idea, tho
7 of the wall at one time was convenient
ining process, doos not in our mind make a
fence ag Lar as the Doard's determination of the
conpt And I gueas Mr, Albert may be able to

spocifi questiona that Mr., Mcdlethlin has.




ALBERT Mr, HeGlothlin, your question on depreciation, as
I etated earlier in my testimony, we didn't do wall by
Wwoll accounting, so we do not have well be well deprec=-
iation I cannot and never will be able to provide you
with depreciation on a per wall basisc for these walls.
Howover, after conomultation with our accounting people,
we have determined as I stated oarlier, the contribution
War baped on net book value. Consol's contribution to
the partnership was on net book value. And really that's
all the informatien that we have on it, To ventilate the
gob area, took a look at that and talked to some of our
pining people that happen to be along with us here today.
What wWwe gee thore ism wa're still going to have to
ventilate thepo seals bocause of fluctuations in baromer-
¢ preasure There may a tendency for gas to come Co
the mine at timen, oo we're going te have to ventilate
"0ls with a 1polated and meparate split of air. 8o
n't think we're going to incur any mignificant

o upderground ventilation, ‘The fact of the matter

gealed this alea now. We did not take out any

tlation fana. We've mpean no net reduction in horae
required to ventilate the mine. The one area that

wctually be a savings to the mining opoaration would
urrently venting the wells with blowers

put the wells on production we would mee a
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thie horse powar required
ywWers. B0 there would be that cost Dene

¢ pine that was neglected. The one thing I woulc

you that alternative to this pcenaric is for us to

continue to ventilate the gob and to vent the gas to
steosphere which would leave nc one, not the members of
the Board, not uas and not the members of mineral cwners
e winners in this situatilon. fo we think == what we're
trying to do is to the benefit of the Commonwealth and
the benefit of the public.

MR, MCGLOTHLIN Mr. Albert, you might have misunderstoccd my
question on the venting process. It was not how much did
vou expect to mave, but how much it would cost you to

entilate it as it 1@ without sealing the gob.
don't think I understcod your gquestion, but

aoste =-=- what 1'm saying is the cost that wWe
ventilate the gob as is, the mine 18 going

seo because those geals will have to be

ieparate split of air. ©60 essentially
d 1g the esplit of air that had been taken
now being used to ventilate the

ur mining experts are telling me

QRt That they're not geeing any

ventilate the scals than was to




fo it would cost you 8170,000 1if you sealed
1t i 1f you didn't seal 1t7
ALBERT Exactly. If We want to use a figure, whataver
that figure is it's going to be the same -- the cost of
Jontilation 18 going to be the same after the sealing as
prior te the sealing.

MCCLANAHMAN: And would it alsc take at least the same

nupber of wall that you proposed to convert for produc-

tien to vent the mine?
ALBENT Yoo,
CHAIRMAN: What 1f in the future you convert other wells
in this unit? What will be your procedure to do that and
distributing coata?
MCC LAMAMAN Woall, what we would propose is that the Board
- obviously the Board has already entered for the BUN]
unit which sayns that wo can convert or drill additiocnal
walle i1n that particular unit if mine safety dictates or
that. What wo would request today is that if we
ndditional that whatever election, any of the
poolics make at this time would be their election
all time within the unit. Then cbvioualy, 1f we
additional wo would pneed to submit those DWE'@s.
pefully, we would muggent just have that administrative
and gubmit those to Mr., Fulmer, the inopector

wpproved and that would be an additlional cost 1if




wWas particlpating then put up there share of the

the well at that cime.

HARRIB: If you open vent aress that are now closed That

wore not included in the cosputation here then how would
you redistribute the cost or would you redistribute ths
copt?

HCCLAMAMAN In the same percentage that we've distributed
the costs in all =-

HARRIS Well, but would that reduce the cost of this cne
it you opened two more for instance? Wouldn't that
reduce the cost of thig?

MCCLANAHAM Well, okay, for example, on sealing of the
Job where Wa've divided that between eight wells, we
would put no sealing of the gob cost on the ninth wizll
because obviously the entire Bealing cost has been

to the eight walls,

‘08LG that has been shared across each wall,

add any pore constp because we've done 1t a
parcent for these wells.

-nairman, does that also apply to the product=-

and gnthering coptn?
LANAHAN I think it does, is that righe?
Well, thera would still be some well head
Int would have to be included in the -=- but

1t the gathering line im already in there




1at portion from the well head to the
that would be inciuded.

o this includes the well head coppressicn as wall

Ao the main compression or Jjust the well head

cospression?

ALBERT Just the well head compression.

KELLY: 8o this is just the gathering line ocut to the
well and the well head comproession?

ALDERT Right,

KELLY: Does not include any main line compresslon cr any
main gathering line coeproesglon into the transmisaion
lina?

ALBERT That's corract.

KELLY That's coming along later sometime?

\LDERT We're not going to include that as a copt of

paration.

LY )r as A capitol coast?
ALNLRT Right.

be allocated?

LANAIAN Dotwean now owners, right.
HARRTI Wall, that prompts another question. How did you
lde how many to convert, 1 guess that's a proper
I' which oners to convert?
It's sipply, as I testified at the last hearing,

ueh a guess right now that one wall
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HARRIG
ALBERT
JONED ;
ALDERT

HATIBRMAN ARd th
again because you're actually pooling

LANAHAN Right

AT RMAN Lth your

enougt That's

o It could be

ané well per pane.l

arrived at the nusber.
Hae thig not been done before elosewhera?

Ho, sir, 1t has not.
! guers rather than guess, we might say our best -

Oour best engineering estipate.

our best guess.
he reason you wouldn't distribute those

nero

there with that distribution by surface

11 ked about early on.

right.

proponal of how to make this electicn

ted, always elected for that unirt,

in fact, I did elect To particlpate

and then you add a couple others an

do it there. What would you

proposal is that you have to elact ==

ional cort and aa a partici-

|
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“HALIRHAN
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EVRND ot

chance in fo

MCCLANAHAN
wiginiseterad

KEELLY For o

MCCLANAHAN

MCGLOTHLIN
ANAMLAN
LOTHLIN
GLOTHLIN
LANAHAN
JILOTHLIN

LAHAIAN

you have to bear
COBL

[

4 hat antira ==

unit.
unic.

ntire unit, that's right.

You're making & unit election,

her words, one time in that you've got Yyour

r all time or cut for all time,

Right 1 think it's the only way Lt can be

aingle wall?

Exactly.

ilow many wells under the coal bed mathans =

how many B0 acres is in this boundary?

In field unic?

the

Yoo you know it doesn't follow ==

1 know that.

e T
ray

Approximately?

ae a the unit

divided by 80.

reg 1in

That right.

parce £ 11 unitcs

ay iinee you have your little adding

total up thess figurea f{or me?




HeCLANAHAN of all the
MCOLOTHLIN yes, of all the DWE'S.
ALDERT I1s round numbers okay?

MCOGLOTHLIN: Yes.

ALBERT ppproximately 3.26 million.

HCGLOTHMLIN: 6Go in es@ence, you're talking about average
20,000 per B0 acre unit?

ALBERT: In epgance.
~IIAIRMAN: 0Otill the dealing of this issue A new well
going in and the whole business. 1 don't think that one
1@ a 1007 worked out.

JONESB We've tried to think about thie a lat too, Mr.
chairean and that wag our boat thinking. Obviously we'd
be happy to hear any other spuggestliond.

HAIRMAN 1 don't know we'd have any other suggestions.
1 think the thinking 18 rational, the concern 18 though
the parties that you do have, you Know {f I elect to
participate and pay 1in initially on thepe six or eight
whatever number on a particular unit and then I
financial cruneh at nome point and time when you
re in and can't participate, what happens?
wo have ndequata -- doos that mean 1'®m out? Doen
provigienally or what does it mean and I
docide that up freont before we do momo

thinga i think we need to have some




w to do that and the we'll work

and the Doard will continus to entertain that.

I don't think we have to particularly regolve that part

today

JONES: Right.

MCCLANAMAN ; Right.

CHAIRMAN: I den't think the question 18 answered, Yyou
Know, ==

JONEB dure.

CHATHHAN == pdeguately there on how we protact that
other interent once == it's fine to maAay once in on71?7?
but then what do we do 1f something happens?

MCGLOTMLIN Aince thin approximate figure of $170,000
tor production and copprespion sealing the gob cost is a
Wwaagh anyway, it would sure help me out a lot 1f you just

id away with that §170,000 and let's Juct subtract that
off the top and then Just come up with the 5370,000
a wanh, Mr. Albert.
not sure I follow your line of ==

Wirll, nince you pald the sealing of the gob

right
mean, let's just throw the §61,000. Either
the coat is there.

Wwant to c¢all it something else?




gee ycu reduce these DWE'ps by a lot
Bonoy Mow, 1 was thinking more like about §300,000.
{CCLANAHAN Wwell, we just have the facts, Mr. McGlothlin,
ind Wwa can't change thom.
'GLOTHLIN HY mojor concern is these costs seem TO De --
mparecd to what we've geen in the past, thepe are

excoptionally high and that's where my concern is. And

that's not to oay in the pasct from Consol's drilling or

the industry wide figures.
MCCLANAHAN But these are also the first coal bed
pethans gob gno wall figures that you've peen. Go they
‘'t be comppared to any other kinds of conventicnal
04l bod methane wellno.
I know that.
u've got to understand one thing from the types
'vo geen were drilled, 1 assume, primarily
production, These walls were drilled not
duction but for gob production as wall,
iggoer wall board than you probably
the cost naturally, the cost of
width.
Pe Apk you this. Could you supply the
1tton entimate from a drilling company on
irill that well today?

1pply the Doard with invoicen for some of




1]

=1

MCGLOTHLIN Ho I 2ean just v'e cost, what it wouid

drill that type of well fer production of gas.
MCCLAMAHAM: He's going to check his records, but 1 think
Ww¢ even have an invoice f[rom 1990.
MCGLOTHLIN: Okay.
MCCLANAHAN Ige that reasonabls anough?

B

GLOTHLIN: That's fine with me.

CHAIRMAN: If it'm the Board's pleasura, wWhy don't we just

take this case under advigement and let's hear the next

ana Bocauce we've got scme things we've got to work

it. We've all agreed, I think, to those and go anead

Ip that okay with everybody?

all work to resolve these outstanding questions

Jkay. Any problems with thac? All right, 8o




ITEM 6)

CHAIRMAN: The next item on the agends 18 the petition for

the establishment of a compulsory pooled drilling unit
inder 4%.1-361.22 for proposed BUS], It's docket number
VGOBR=0716=136,

MCCLANAMAN Mr. Chairman, 1it'll take us just a few
minutes to egain hand out the additional information.
HAIRMAN Okay We'll break for about five minutes.

MCCLANAILAN Okay. Thank you.

(AFTER A BRIEF RECESS, THE PROCEEDINGS CONTINUED AS

JOWE : )

HATRMAN Okay We're back on record.
{CCLANAHAN I think Mr. Albert just wanted to clarify cne
tatementos earlier about the ventilation in regard
ére we go on to BUAB1.
ntatement that we would be ventilating
A\ poparate aplit of air. I'd l1ike to
angd sny that we will be ventilating the
y or may not bo a separate split of air.
1 wanted to set the record
raight
LANANAN All right With recard to our BUB1 feorce

ipplication that' been mubmitted, agaln, the




ard has designaced this unit in Jupe of 1890 and wa

requasting that the Board now force pool the uniesased
wnoers that are in that particular unit. I have sub-
mitted to you amended Exhibits C and D to the appli-
cation and an amended application page which ocutlinss
tha percentage of ownership interest as well aog any
amended DWE'sm, consents to stimulate for this particular
unit and then our designation of operator was for both
intte. The firat witness that 1 would like to call 1s
MI Leslay Arrington.

CHATBEMAN Just reminded you're still under oath.

LESLEY K. ARRINGTON

who, after having been previously sworn, was

tamined and testified as followa:

DIRECT EXAMINATION

LANAHAN

Arrington, could you again state your full name for

epnployed by Pocahontas Gas Partnership?

dation Coal Company.

by McClanahan




the parzit specialist?

regard to the BUB1 unit have you given notice as

required by Virginia Code annotated secticn 45.1=361.1%

to each person or entity identified on amended Exhibit C
of the torce pooling application as the potential ocwner
f the sealad coal bed gob gas underlying the unit?

Yon, have
o you have a copy of that notice?
Yeo
1, MCCLAMAHAN: We would submit this as Exhibit A.
(Mg, McClanahan continues.) By what method did you mail
the notices of hearing?
cerctified mail, return receipt requested.
And have you submitted those return receipts to the 0il
ind Gas inepectors office?
1avVe,
whoone names and/or addresscs are listed on

Inknown®, did you publish a notice in the

Virginia Mountaineer, Bristcl Herald
Dlunfiold patly Telegraph Thosn were published
Bristol Merald, on July 21st, the vVirginia

on July &5th and the hluefield Dally Tele-




Yen, I do.

HCCLAMAHAN: We would subait those as Exhibits B, C and D.

CHAIRMAN Areé you numbering these as Exhibits 1, Z and 3

to keep them distinguished?

JONES , B, C and D.

HAIRMAN But you're putting a label on them so they're
distinguished from the Exhibits that are in the appli-
cation? Please do that. You have a reason I would ask
because you have in your application C and D.

JONEG: Would you prefer us -- would it be eagier for the
Doard in the future if we nueber the Exhibits 1, 2 and 3
or different ways.

CHATHMAN Certainly in some distinguishing way. And i
Know you've tried to do that. It depends what's in the
application 1f the applicatien is using A, B and C,

¢ ['lﬂh-t'f’ hatrar

And if it'e amended to A it would be
iomewWay like that so that it shows apended A
ike that When you're sitting here
it pakes gonse and then when you leave
ou wonder what happened.
continues.|] Mr. Arrington, have you

convert the wells that are located in

HcClanahan




any objections to the permit applications made by

nAl oWners or operators?
{ [#]
Has the drilling permit been previously refused to
Ffocahontas Gas Partnership on any of the tracts that make
up this unie?
Na.
What percentage of the oil and gas rights in the tracts
that copprise BUS]1 has Pocahontas Gas Partnership leased
today?
.431).
what percentage of the oil and gas rights in the

that comprise OBUS]1 doen Pocahontas Gas Partnership

percoent
percontage of the coal rights in the tracts that

Pocahontas Gag Partnership control?

We control 100 percent of the coal

the unleased ownere and their percen-

hij} in the respective tractes for the BUS]

iponded Exhibit D as submitted To the

by McClanahan




LANAHAN Those are all the questions I have
witnoos
MA. CHAIRMAN Any quéstions from the members of the Board?
Let me go back to my lisc. 1f you folks have questions,
now ao they have witnesses this 1s the time to ask then.
Okay Hoxt witnenomo,

MO, MCCLAHNAHAN: Our second witness is Mr. wWilliam Gillen-

woartor

WILLIAM GILLENWATER

19 Who, after having been duly sworn, was axamined and

ftollown

DIRECT EXAMINATION

MCCLANAMAN
illlenwater, would you pleage state your full nome
e record
William GllienwAater.

(ATHMAN Lot mo jumt remind you thAt you are still undor

ehWwatar /DL t by HcClanahan




{Ms. McClanahan continues.) You are empicyed by Pocahon=
Gao Partnership or Ccnsolidaticn Coal Company.
nsolidation Coal
And your position with them?
District land panager.

MCCLANMAHAN: Could we just use the rocord from before as
to his experience in obtalning leases in Buchanan County
on the BUN1?

CHAIRMAN ¢ ['m gorry. I didn't hear the gquestion.

MCCLANMAHAN: Could we use the testimony from before as to
hio experience in obtaining leases in the Appalachian
basin from his testimony on the BUN17?

CHAIRMAN: To qualify his as a witness?

MCCLANAHAN Yeo

CHATRMAN Yog, ma'am.

MCCLANAHAN Thank you.

(M@ {cClanahan continues.) With regard to the unleased

wners that are listed on the DUS1 application, have you

contacted these land owners or tried to contact them to
in a leaan?
Yea, ma'an
And what form of leame have you offered each of those
ndividuals that are listed on the amended Exhibit D7
ffared == those owners on the moat part are oil

re and we've offered a ten year term lease.

lenwater/Direct by McClanahan




ENINK we wWere going t JEmlt the leasge form.
tall us what the royalty rate would be?

[T wal a 1/8 royalcy.
And what 1o the delay rental?
It Wwaog §5 per acre, per year, prepaying a ten year term.
Is that for a coal bed pethane leape?
Ho, ma'am rnat was for oil and gas and any claim to
coal bod methane that they had,
Jkay. And for coal bed methane lease, what are the
terme?
§1 per acre, por year, wWith a 1/8 royalty.
And what 18 the primary torm?
Tén Yenra,
With regard to the people who are listed on Exhibit D of

the application ao "Unknown® or those listed who don':

have addreppen, have ¥You atteepted to contact those

Wwrnera and obtain thelr addresses?
ar
@ethods? How did you try to contact them?
aoking other family members, checking court

ying to get addresses. Maybe [ mig=-

inaorntood vYyou.
that's correc
caplexity of the tracte that are involved,

ve had to depend upon is other family

rect by McClanahan




WNero And trying to get a lead and then checking

through telephone records and through court house
recordm,
And you have checked all the public records that are in
the Buchanan County Court House, is that correct?
Yoo, ma'am,
With regard to the individuale who are listed as “Un-
loased” on Exhibit D, woere those individuals willing to
execute leames, coal bod methane leases to you?
Ho, ma'anm.,
MCCLANAHANT Thope are nll the gquestions I have for Mr.
illlenwater.
CHATRMAN Questions from the Deard? You folka? Yes,
ng' g
MARTIN: The 1/0 marketed value. Doep that mean at the
wnll top or whaere?
HCCLANANAN Mr, Gillenwater, would you answer? The 1/0
1g calculated under the terms of the lease that's
nesn olfered as.
ILLENWATER Let mo just read from the form if I could
nxact rerminology.
*LANAHAN Haybe for the record thie 1s Me. Martin, 1e

orract?

Dkay, Ha, Mavie HMartin 1o the parson who

Watel irect by MoClanahan




apknd the question.
LLENWATER: It 1s 1/8 of the field price of
produced, marketed and transported.

MARTIN: fo that does mean at the well top?

GILLENWATER: That would be my understanding.

MARTIN: All right., If it's a $1 per acre -- is a fair
price I don't understand this 85 per acro. Explain
that to me.
3ILLENWATER: What is misleading there is we're finding
ouraelf in situntions where we have parties out there
that nave a claim only to methane and we also have
partios that we're dealing with that are definitely a oll
and gas owner and also we're recognizing them as having a

laim to methane. And thoce parties we are offering --
pince we do know they have an oil and gas estate, we're
yffering 8% per acre per year and ag another advantage to
them to Lry to make it adventurous for them to sign, we
will go ahead and pay a ten year term. B5Some of the

srept that these parties own 18 go small that the more

money you could offer up front would ba of a benefit,
CLAMAHAN and Ma. Martin owns the oil and gas on het

particular interest?

ILLENWATER Yoo, and so here im not a mothane only lease

e offer Wwanm §5 per acre, per year, prepaying the ten

yoal toarm




MARTIN: IKay. That's not individual hours, that is to be

iivided among all of the hours?

IILLENWATER! That is to be paid on your portion.

MARTLH I'm one 910 hour and 1 get that out of the 85, is
that what wa're saying?

GILLENWATER! We would do the calculation of the total
acres which was 46.

MARTIN: 32,5%

i ILLENWATER! .5 x $50 and divide it by the 910.

MARTIN §710.15% or there about.

OILLENWATER: Yes, ma'am. Wo had some real low figures
on thic proporty.

HARTIN wWwell, you said about (inaudible.) That brought
the other gquestion. You anked us to osign this for this
apount of money and return 1t to you and have it nota-

You didn't oeven aend a pelf-addressed envelope.
realize how far some of these people have to go to
1 notary publie? That's $2 or 83 to have it
ink that's just a little ridiculous. 1T @ean,
gone to Marlan Dlankenahip'a house. MNe
he Lives
LANAHAN In defenne of the company as you will note
that Me. Mortin is hore with the one over 910.
fractional intorest, The company has obvi=

jreat lengtha that they identified as many
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ave wWon o
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MCCLANANAN
we ptill
npRe fAlLL
eloo Ant
MARTIN |
! unot !
iy
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LANANAN

LANAHAN

IWHAN

owWwnars

are obligated to offer them a lease under the

ut and find a notary and paying that and all of

And ti

in this particular unit as possibie.

leane 1in

wa have and have tried to offer a

with the force pooling provisions which would

to offer them a lease at the fair market value

18 oxactly what wa've done., Unfortunately,

o poople who are in the unit -- some people

ver, I think, as much as ==

2,000,

2,000 nnd something interest, but obviously

parker terms that we offer a lease to everyone

1 that'n oxactly what wo've done.

it wouldn't it have been more simpler though had

-omo to the house and had it all done. I

save minded. But I'm not going to the oxtent of

mailing it back for $1.79 plug =--

1'm certain that they would have done

ealled them., The problem with us == there

how many peoploe have wo contacted with

hip Mt Wood7?

contactod about 150 people.

||.-.'_'\p.'.p

Aré thote other questionsa? Really, these kinds

if vou get with the folks after the




haearing or scme other tine. i'm ccying to Cut you

off ma'am, but we really do need to get with what we can

decide. And that's not something we can decide. ANy
other questiona?

M. MCCLANAHAN I'd 1ike to call Mr. Albert.

RANDALL M. ALDERT

witnesep who, after having been previously swWorn, wao

exanined and testified am follows:

DIRECT EXAMINATION

M5, MCCLANAHAN

Mr. Albert, would you please mtate your full name for the

record?
My namo im Randall M. Albert.

have you ever boen qualified asm an expert witness
oro the Virginia Gap and 01l DBoard?

ilave

any well work permite boen ippued for the DUS1 unit?

there have been wWell work permites isesued for the

init

Bapically, the same situation as with the

te are issued, but the copies are not out yet

probles with the computer in the division

by McClanahan




MO

MR

have pbeen 1gsusd?

Thoy have been iooued.
HAIFRMAM: Excupe me. Clarify the record that he has been
qualified in englnearing, right?

MCCLANAHAN That's correcet.

CHATHRHAN | okay.
{Ma. MrClanahan continues.) TFor what type of wells were

the permite 1soued?

‘onversion of VWH holes to sealed coal bed methane gcb

wolli
fou've indicated in the force pooling application that
unleased mineral owners for are those that

D submitted,

the BUSI]

tho

is that

liasted on amended Exhibit

AT @

unieased =

imandod exhibit?d

thoat 1a correct.
-ahontas Gas Partnership the owner of the drilling
ights underlying the mineral tracts that are to be

mpassed by the unit?

1o evidence by the designation of operator

t that we've gubmitted?

DY McClananan




es The map tnat's attached to the force pesaling
wppiication filed by Pocahontas Gas Partnership indicate
ne acreage to be emabraced within the BUS]1 unit as
ipproved by the Board at its June 18, ‘91 hearing?
Yes, it doern.
Doén the map attached to the force pooling application
filed by Pocahontas Gas Partnership indicate the shape of
the acreage to be embraced within the BUS] unit?
Yem, it doen.
boer the unit follow the boundary lines of the sealed
area [or the mine that comprises the BUBL1?T
Yepo, 1t doeon.
ODoes the pap attached to the force pooling application
tiled by Pocahontas Gam Partnership indicate the area
Within which the wells will be converted on the BUSL?
1t does.
the drilling unit designated as BUB1 embrace two or
neparately owned tracta?
floag
Lhe coptn and expennen for the welle set forth on
led well eptimates as amended and mubmitted te the

I=M, do thomeé reflect the cost of drilling each

tal depth oand completed for production cost?

thay do,

could you indicate to the Board how you

Lanahan




lated those costs that are listed on the DWE'sT

Actual conts were available by invoice and for work

that's anticipated for the future, they were eptimated

copta,

The detailed well estimates that were subaitted as
Exhibits E=G, there were no changes to those, is that
orrect? Entry G.

That's correcet.

And were the copsts that are listed on those Exhibits
calculated in the same manner as those on the amended
Exhibits J=-M7

Yom, that 1s correct.

Are you requesting that the Doard pool the interest of
the minoral owners in the drilling unit designated on the

for thoe BUBLT

mineral owners that are listed on Exhibit D, is
correct?
orract

you request to designate as the well operator

narship.
requesting that the Board prescribe the time
mannaer in wWhieh other mineral owners can olect to

1te in the operation if the wells?

McClanahan




ng that the Board reguire partici-

pating mineral ownars to bear reasonable coste and

expences connected Tto the wells in the proporticns in

which the acreage they own has to the toftai acreage 1in
the DUSB1?
Yeo, wa are
rding to their surface acreage?
correact.
And that the Board moke provision for the payment of all
reasonnble costs of the operation including a reasonable
ipervinlion fee by all mineral owners who elect to be

articipating ownors?

LANAHAN ‘hose are all the queations I have of Mr.

me ank Yy one clarifying question on Jjust
nunbers You mentioned E=G, I believe, and I

the original appiication. And ycu

ANAHAN It iwould be E=I that ==
AL RMAN ikay
“LANAAN == Wore not arended. I apologize for that,

wanted to make sure.

alrman




CHATHMAN Hr., McGlothlin?

MCOLOTHLIN: Mr. Albert, could you explain why production
and compregnion costs and sealing of the god 18 on the
DWE and is not a operating expende?

ALDERT: VYes, 1 can. The production and compression 1 a

copitol outlay just an the well would be. The sealing of

the gob is a one time cost and would probably not, I'm no
tax attorney, but would probably not meet the criteria of
a capitol coot as such., But 1t 18 a one time cost that
wan included for the reapon that 1t was a one time coBt.
MCGLOTHLING I den't mee that to tha practices in the
industry that production and compression == 1 find that
othor qas companies have deemed that as an cperational
edpenoe
ALBERT Woll, again I guess that would be to the prefer-
each individual company, but certainly 1s a huga
sutlay for well head compression and gathering
get tho gas to a central facility.
THLIN put what does that have to do with drilling?
ave o dotailed well estimate. We're talking about a
the ground, not a pipe line from the wall head to
ymprenpion station.
1 quess, Mr, McGlothlin, we look at the well
include all the copts of getting that well to

If completed and to produce 1t. We can't




produce 1T without ccapressing the gas. If we compress
the gag, weé've got to liave scEe Reans to get 1Tt To a
central collection point and those are cofts that we have
to bear. As part of this unit, anyone that participataes,
wo feel should have toc bear proportionally. We are not,
ap I made clear in my earlier testimony, weé are not
including any of our main compregsicn or QuUr compression
to get 1t to a main line facility or any transmissilon
ronts in there. It's sieply the capitol outlay for well
head compprepdion and the lines to the central compression
facility. The wells again, I would point out, the wells
that this Board ie used to dealing with are wells that
are fractured into a reservolr that has pressure of its
own Thio ie a highly fractured reservolr created by
pining It has no reservolr pressure to ppeak of.
Cortainly when peacple talk about low reservoir presmure,
would be the ultimate low pressure reservoir. W
will have to not only compress the gas at the surface, we

may have to assint the gas out of the ground, It will be

very | » AL ie unlike most walls Lput would normally

you would just put it on to production and slow it
in 1 ' line We cannot do that with these wells. We
will have to compress it at the well head to get it to

That's a cont wo have to bear.




iLAT HMAN HI Eally?

ELLY Lot me interject Eere. Mr. Albert, pariaps the

probien here may be related cut of the items that are

described on the OWE'S.

ALLERT Where it says production and ccmpression?

KELLY: Yean. It might be more appropriate to describe
these itemo as gathering line and well head coapresso
cogts or momething along those lines. Might serve to
Alptinguish thens costs from operating costs which are
incurred later in the operation of the pipe line and the
copprespion on the production nide.

ALBERT: Okay. We can do that.

KELLY: What you've pald here ig that these costs,
nopontially 1s your well head compressor ig a pilece of
production cquipment. It'm going to be installed on the
wirll eation like the meter and the tank and any other

roduction equipment., And the gathering line 1is

individual gathering line for that wall?

o is correctly charged under the indi-
A and D or DWE in this case. And production
re Incurred on the production side after the gas

flowing That will be billed as an operating




Albert.

Chalir=an

HMATHMAN: HMr. McOlothlin?

MCGLOTHLIN: Without going through the quastions prav-

iously, 1 would like to ask that my concerns on the

i@

previous wall of BUN1 also be consolidated in the BUBL

wall dealing with the DWE's.
ALBERT One thing I would like to mention, Mr. Chair=an,
wld, back on BUN]1 since Mr. HcGlothlin d4did bring
it up, the very first DWE that we have in was for
500,000 1 want to make sure that I sade it clear to
the Board and everyone else concerned == that was an
axtroordinary charge in that well for a probe retrieval
that we had to do. Also you go through the other DWE's,
that's it'es one of the highest, 1f not the
I did want to point that out. I know
one on top that you look at, but as you
i8rs, yocu'll sea that they're proportion-
Eost instancen. 1 just wanted to point
@ Board.

Albert, 1 apsume that your answersgs to any

*Glothlir questicna with regard to the DWE'®s on
be essentially the maee on the BUBL in

made the calculationm?




LASAHAN gc if it's okay with the Board, then, our

reapongen your inquiries would also be the same if we

could just BT ipulate to that.

MCGLOTHLIN: 1t's fine with me, if it's okay with Mr.

Chalrman

MCCLANAHAN: We would just move that the Board just force

pool the interest of those individuals listed on Exhibit

D under the terms that we've proposed.
CHATHMAN: Do you have any other witnesses?

HCCLANAHAN No, 81ir.

CHAT RHAN | would just reiterate concerning ours to about

dealing with parties after they elect up front and later

docida to add a well.
MCCLANAHAM: We do have one suggestion in that regard, in
which we would indicate at this time, If momeonc electo
participate in the beginning and then later they have
 financial probles which would not allow them to
participate in the tenth well, for example, then 1t seemo
what the Board could do in that situation 18 glve
the elaction of being a carry operator at that
lar time so that thoy wouldn't have to put up any
t they would be penalized under the statutory
for a carried operator. On the othar hand, for a

e in the beginning of the unit, that

uely ohould never be allowed to clect in on




any given well, becauce 1t would be untair to give them
production from ten wells when they only put up Roney on
the tenth well, 5o we would just suggest thot as &
proposal for handling anybody who =-- but again, our first
proposal would bo that if they elect to participate in
the nueber one well or pumber 1-9 in the unit essent-
ially, that it's their business risk, I mean, they
understand the terms of participating in a unit means
that we may drill additional wella. It's just like
electing into & unit where one well is and a operator
may core back and ask for an incressed (inaudible)
drilling an additional well in that unit and your
mlection in the unit on one wall would have deened you an
@lection on the second increased incidy well. That's
just a riskh that you take when you say, I want to
participate in this unit it seems to us,
HATEMAN In that casme, would you come back before the
Dantrd h time that you added wellas?

LAMAMAMT Wall, I think we cortainly foel like we would

Vi gubmit a DWE to be approved at that particular

ien't think wa would need to go through an

rocodures to have the force pooling approved,

we would have all the rules for how the unit was
it whaot wo would necd is some sort of aither

i PBoard approval on the additional DWE.




STHLIN Mr. Chairman?

HAIRMAN: Mr. McGlothlinT

MCOLOTHLIN: 1In concern on your tenth well, being able to

nlect to participate and be carried ==
MCCLANMLAN G Right.
MCGLOTHLIN -= would that also mean that you'd be carried
on the first nine wells as woll?
MCCLANANAN Well, you have that election anyway under
the statute,
MCOLGTHLIN: Okay. I just wanted that clear in the
reacord
HCCLANAIAN Right. Mr. Kelly, Just to clarify one thing
with reaard to our explanation of production and com-
nrosnlon, Does the Board want up to resubmit these
DWE'n with the sape numbers, just a different degcription
hat or are you just indicating that maybe wWe neesd
re clear from thips point on?

think meybe my suggestion was frem thig point

LANAHAN
be halpful.
Chairman?
cGlothlin?
Mr. Albert, go over production and compress-

vqain what that includes.




ALBERT That includes your well head coEpression, your
gathering lines to the main facility prior te going into
the transmission line or what we term our main gathering
iLine,

CHAIRMAN: Okay. We have others that, of course, He.

Hartin, do you have another queastion?

HARTIN! I just want to ask where is this well being

located that they're going to drill now?

MCCLANAHAN: Thesge wWollse have already been drilled.
They're vertical ventilation holes that were drilled for
the mine and they're just being converted to production
willao

CHAIRMAN: Dut you have a map in the application that
indicatesn which ones are being convarted?

MCCLANAHAN: Do you have a copy of your application?

MARTIN Yoo, I have one.

MCCLANAHAN: They're shown on the map.

MARTIN oh, are they? O©Oh, okay.

HAIRMAN: Tlean Banders., I'm calling names. If you

have quentions or anything you want to address the Doard

With

ANDERA No, T guess not,

HATHMAN Dalla Cardona. Okay. IHarlan Dlankenship.
Granville Blankenship.

EMEHIDP Hno gives thea permission to drill these




Ly

will that begin on thiog ==

HALRMAN I'm gorry. We're going to need you to pieade

come up fghe can't pick up your voice from back thera.

HLANKENSHIP) I want to know who gives them permigslon Lo
go aheod and drill those wells on this heirahip land
where wo're an heir in?

HATRMAN Okay. Do you all want to anawer that?

GILLENWATER!: The particular areas of concern rignt here,

the property that he's involved in, all that was retained
in that tract in the late 1880'Am the gas eptate wWas
regerved in a peverance of == coal had been sold off and
then the surface wasm oold from the father to the son and
by a funny language in a deed, the oil and gap @stato
topped and that'm why it'as fell heirship for thesme
Wa have dealt with the current surface owners and
the surface around these wells and we wWent
dealt with current surface ownero at the time
drilling the wells. But the oil and gas
has just been passing heirship all these years,
didn't requeost any permispion from the oil and gas
y do VWH'a
ICCLANAMAN The vertical ventilation holes are approved
by the Department of Mines, Minerale and Energy and thoae
wore fssued by them and me. And then the

reite wore ipoued by the gan and oil




BLANKENSHIP Wall, what 1'®

hetrahip in this land, wae

pefore it was drilled, right?

HWARRIO

1 think, or partially answered.

thege holes,

a process of mining the coal.

meéthane gas That's part of the

fio when permispion 18 granted to

I'm not gure 1if that'po

permisoion 18 usually granted to

vent the methane sp 1t won't

fio that's how the holem

hay wWore

BLAHNKENOGHIP Wwell, could 1

{ARRIO Yon,

DLANKENSHIP | the co

L]}

It normally does, unless

ARRIO
naing
Wall, in

JANEENGHI P one

leed that all ineral
LANAIAN The coal

Dlanke hip'm cptate

That was my grandfather's,

getting at,

When the

al come undar

doed I

rightn were

if we were an

should have been contacted

I'm not sure that the question wae ever answered.

coal is mined,

the vertical ventilation holes are drilled

That's te ventilate the
coal mining operation.
mine the coal, permisp-
necesparily follows, but

drill these holes that

be dangerous to mine the
got there to begin with.
drilled during the mining operation.

ank another question?

mineral rightan?

it's mpecified ag coal

|inaudible) back to one

reserved.

had been previously conveyed from

you know, Ay




great grandfacher, the one wa're talking about.
CHATRMAN That's an icoue of the mineral right that we

reallyv, am the Board can‘t get in to., I understand yeour

dilemma and certainly that's one that the attorneys will

hava to resolve somewhere. As the Board, we can't decids
thae mineral right.

OBLANKENSHIP: Well, one more question I'd like if the
hoard would take their rights unti]l we find out more
details about it, Get down to more details about it.

CHATRMAN Okay.

MCCLAMNAHAN: Also, I think we've spelled your name
incorractly on the application, isn't that right?

BLANKENGHIP: ‘That's right.

HCCLANANAN: And 1t should he just for the record, G-r-a-
Nn=y=i=-l=l=-0 Dlankennhip.

BLANKEHOHIP Middle initial "E".

MCCLANAILAN I apologiza for that.

MARTIN Hell, let pe pok thie. What about the taxes on

Who'a paying the taxes?
HATIRMAN fhis ig Ms. Martin opeaking.
MAITIN fen, 1'm morry.
HAIRMAN I'm just trying to keep it clear for the
| Ll ra
LANAIAN Gillenwater ham indicated that the oil

i not aspesped separately in Buchanan




nty and therefore no taxes have been paid by the heilrs
11 and gas estate interect in the property.

MR, CHAIRMAN: HrC., t Cory Blankenship? Do ¥you have
anything to say? Mr, Hale, I balieve you said you had
gmome Written comments you wanted to submit to the BEoard?

Mit. HALE: VYeam, mir, 1 do. Who do 1 give these to?

MR, CHAIRMAN: Mr. Fulmer. Tom, would you pags that to me and
1'11 resd that in for the record if everyone will bear
Wwith me, In trying to reach a fair judgment in dispute
over tha coal bed methane gas ownership, could and can be
a very hard and tirescme decision. As an heir named in
this dispute, I feel in a judgment handed down, that if
the judgmont handed down were to be that the coal owners
own the methane gas, in my opinion, that would be a very
unfair and unjust decision. BHecause back in those days
they only knew nothing about gas. If they did then thay

would have surely bargained over them. But otill my

great grandfather rosorved the right and as an heir to my

eat grandfather, a decision like that would surely take
way my right And alpo would take away my great
andpa's belief of a better day in the future for his
&l Lo cORme I arrive with this feeling because of
nany wonderful etories that were told and passed down to
great grandpa of hie great love and care that he

for his family. But again, the coal owners




1ight argue that since there wWap no En wledyge about gases

that's why there wasn't any bargaining. But then I would

add if great grandpa would have known that the coal would

have been as valuable as it 1p today, then he surely
would have bargained for a lot more. Perhaps it would
have kept and pasgsed 1t one down to his heire. Oincere-
ly, curtis Hale.

MCCLAHAIAN Junt for the record, I would like to atate
that Mr. curcig Hale is a lessor of Pocahontas Gas
partnership. He's leased oil, gan and coal bed methane

in addition, one othar matter of adminiatration,
gurrently negoriating with another of the parties
liatod on Exhibit D for a lease on thelr property
win are able to finalize thosme negotiations we
ke the ability to submit that to the Board prior
rime the force pooling order gets entered. He
{von that party two days, so we'll be submitting
you wWithin two days if that's acceptablo.
jat will be fine. I believe some of the folks
at leasot one indicated they may boe willing to
you will notarize their statement and do some
ftor them while they are hare.
LANAHAN Okay

vou folks, not me, It's their




MCCLANAHAM: We'll be willing, I'm
anybody after the hearing.
HALTWAN Did you folks hear that? That they'll be
willing to peet with you after the hearing to talk
further about that. Any other questions, sembers of tha
Loard? What's your pleasure?
HR. MCGLOTHLIN: Mr. Chairman?
HI. CHAIHRMAN Hr. McGlothlin?

Hit. HMCALOTHLIN: I move that thim oeeting be receased and that

__the Hoard iemediately reconvene in an executive closed

weoting for the purpose of consultation with legal

counsel and/or briefing by staff menbers and attorneys

pertaining to actual and/or potentiaml litigation in other

legal mattern within the jurigdiction of the Roard ae

cuomAltted by section A, paragraph 7 of gection 2.1=-344 of

the code of Virginia. This motien ie made in respect of

1\Lters identified as_agenda item #6.

CHATRMANG  What about five?

x. Motien?

ton and a mecond. All in favor signify by

iying yen. (All affirm.) Opposed say no? (None.) We

EXecutive 8easi.an




HEREUPON, THE BOARD WENT INTO EXECUTIVE SESBION AND
WAVING DELIBERATED, RETUHRNED TO OPEN PROCEEDINGS. )
HAIAMAN: Wherens tho Gas and 01l Board has convened 1in
Exocutive Bession on thie date pursuant to the affirm-
ative reported vote in accordance with the provisions of
the Virginia freedom Information Act and whereas section
1=344.1 of the propoged in Virginia requires certifli-

ation of this Virginia Gap nnd 0il Board that guch

executive meeting was conducted in conformity with

virginia law, Therelfore, be it resolved that the
virginia Gas and 0il Board hereby certifies that to the
beat of each members knowledge only public businepg
nattors lawfully exemppted {rom open meeting requirement
from Virginia law were discussed in thio executive
meeting which this certification resolution appliss. And
chh public business matters asm were ldentified in
-onvening the executive meeting were heard and
noldercd by the Virginia Gas and 01l

agk in roll call and give your vote,

THLIN Kovin McGlothlin, Yyes.
Bl1ll Harcie, yeno
Denny Wampler, Yyeo.
LYnne Yoo




HATRMAN Cxay Wo'‘re ready.
MCGLOTHLIN Mr. Chairman?
CHATRMAN Mr. HcGlothlin?®

MCGLGTHLIN: 1'd like to make a motion to conditicnally

__approve pooling of all interests in units BUS1, BUNI1,

mubject to approval of lsnguage effecting electicns of

participation with respect to wells drilled or convarted

after August 20th, 1991,

HA KELLY: Becond.

Mi. CHATRMAN: Motion and seccnd. Any further discussiocn? Ho

further discussion. All in favor signify by saying yes.

{All affirms.) Opposed, say no. (None,) MWotion carries.

Thank Yyou




HE

HR

CHATRMAMN ; Item 87 of the agenda == item #7 docket aVGOB-

91-0020=137 has been continued to the naxt meating.
MCGLOTHLIN: 1Item which one, 877

CHAT HMAN 1 Humber 7.




MR, CHAIRMAN: And the final item on the Board's agenda is a
motion by Donald R. Johnson, attorney regarding requests
of surface owners and mineral owners for pooling of
exloting or proposed walls. Docket # VGOB-91-0820=-141,

that's item 811 on the agenda. That motion wam dealt

with this morning when we approved the response to public

comment and unless the Board members have anything

further to do wa've dealt with that. Any further

comments? Is that suitable to the hoard mambers?

This hearing is closed. Thank you.

(End of proceedings for
Auguast 20, 1991.)




CERTIFICATE

COMMONWEALTII OF VIROGINIA
COUNTY OF WABHINGTON

1, Cleadys D. Oriffin, Motary Public in and for the
Commonwealth of Virginia, at Large, do hereby cartify that the
foregoing is a true transcript of the proceedings had in the

mottors heard beforoe the Virginia Gas and 0il Board on August

20, 1991; that all of said proceedings were recorded eloctron-
ically by Tamara L. White, Motary Publiec, in and for tho
Commonwealth of Virginia, at Large, and have bsen reduced to
writing by me form gaid electronic recordings, and that to the
best of my knowledge and ability, smaid tranecript accruately

roflocts the procecedings had.

GIVEN under my hand this 9th day of Beptember, 1991.

a
HOTARY PUDLIC

My coemiopoion expires March 19, 1993,




