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VIRGINIA OIL AND GAS CONSERVATION BCARD

HEARING OF NOVEMBER 19, 1991

9:00 A. M.

AT THE BOUTHWEOT VIRGINIA 4-H CENTER
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cvesbar 19, 1991
Thip mattsr camé on to be baard bafore tha Virgiaoia Cas
and 01l Board on this the 19th day of Nove=ber, 1991, &t the
Bouthwest Virginia 4-H Center, Abingdoca, Virginis, pursuant to
Baction 45.1-161.19.D.

MR. WAMPLER: Good morning. MWy nase is Benny Waspler and 1'm
apgistant director for mining for the Virginies Department
of Minea, HWinerales and Energy and chairman of the Cas and
01l Doard. We'll begin by an introducticn of oursalves.

(HEMDERS INTRODUCED. )
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MR. CMATRMAN: The firat item on the agenda today 18 a
patition by Cdwards & Harding Petroleum Cospany for
establishment of a compulsory pooled drilling unit under
Bection 45.1-361.21 for proposed well EN-06, This is
Docket Mumber VGOD-$1/10/15-01%6. Any parties wighing to
address the board, please cose forward at this tina
regarding this well.

HR. WULLINB: All right, sir. MY name is Tom Mullins. I'm
wWith the Dtreet law firm in Grundy, Virginia and I'me
representing Edwards & Marding in this matter. We have
One wWitness to call in regards to this forced pooling
epplication and that's Mr. Mike Edwards.

CLERK) (fOwears witnesas.)

MICHAEL L. EDWARDS

4 Witneso who, after having been duly sworn, was axamined and

testified aos followsn:

DIRECT EXAMINATION

g s S ] .

Q. dir, would you please state your namse?




Q.

Michael L, Edwards.

What do you do for a living? Wwhere do you work?

1 am the president of Edwards & Marding Petroleca
Comspany In Ablngdon, Virginia.

Have you testified before this Board as & expert witnase
before?

Yao, 1 have.

And have your credentials been accepted by the Board as
an expert witneso?

Yes, sir.

Turning to the application of EM=-86, are you familiar
with the application filed by Edwards & Harding Fetroleum
Company for the drilling unit designated as EN-06T

1 am.

In BEdwards & Harding seeking to force pool the intersasts
of EM-86 1dentified on the plat that's filed as part of
the application?

Yea, olr. That's correct.

Mae notice been sent te the interssted partiss by
certified mail, return receipt requested?

It has.

Have copies of the mall receipts besn filed with the
Doard?

That'm my underatanding, Yyes.

What ie the site of thisa unit?
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It's 125.59 acres.

How such of this unit is lessed and how much is
outstanding?

Approxipately 9% percent of the interest in this unit is
leased. A little over five percent =-- 1 think it's 5.61
percent is unleased.

Do you want to dismise any party that Bas been leased
subseguent to your filing of this application?

Mo, I don't believe so.

Who owne the drilling righte in the unit?

My company, Edwards & Narding Petroleus.

Is this a conventional wall”®

Yoo, sir, it 1a.

what formations are you sesking to force pool?

pasically all conventional formations, Raven Cliff
nanda, HWaxim Bande, Big Lime, Bearea Bands and tha Upper
Devonlian Ohell.

What i@ the proposed depth of the well?

It's approximately 4,87% [ent.

ilave You attempted to contact sach party concerning an
agrecment prior to your filing for the application we're
here today on?

Yem, nir. Wa've repeatedly been In contact with the
three outetanding interest ownera and At does not appear

that we'll be aAble to reach agreement with them.
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And you've sade sultiple #fforts to agree with these
partiea?

Yoah, repeaated., WVWa've spent a lot of tiEe in perscos.
Wa've heen working on this for closes to a year.

As an Exhibit to the application is there a list paming
the parties that have not been leassd?

Yes., 1It's Exhibit B.

And that'e the entire list of all parties unleass4?
That 1s correct.

Whoee interests and dArilling rights are being sought to
be forced pooled? Those pecople « the Exhibit list?
That's correct. HWr. Robert Breist of Madison Heights,
Hichigan, Mr. Ronnie Owens of Birchleaf, Virginia, Mr.
Alfred Bugene Sutherland of Haysi, Virginia.

Ia Edwards & Marding Petroleum Company requesting to be
named as the drilling operator in Unit EM-867

Yeo, sir, we are.

Was an AFE prepared?

fes, 1t has been,.

Was it prepared by somebody knowledgeable in the costs
and the operation of wells of this type?

That 1le correct.

Are you famillar with the AFE?

1 am,

Pased upon your experience Ln the gas industry, is this a
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MA .

reasonable AFE for the type of well and the depth 1t's
being drilled to?

I believe 1t 1s.

Are there any owners who have decided to be a pon-
participating cperator?

Mot to the best of my knowledge.

Does any ascunt need to be escrowed by the Board?

No.
EVANS: There's no AFE earked.
MWULLINS: All right. Do you have coples of it, sir?

THE WITHNESS: Yea.

MH.
Q.

A

HR

WULLINS: All right. We have coples.

(Mr. Wullins continues.) Do you wigh to incorporate this
AFE an part of your application?

Yean, sir, we do.

Does any amount need to be escrowed by the Board?

Ho, not to the best of my knowledge.

What is the estimated production over the life of this
wall?

@ eotimate approximately half of BCF, five hundred
oillion cubiec feet of gas.

Uoes Edwards & ifarding have a blanket bond as reguired by
atatute to cover plugging and reclamation coata?

Yea, wa do.

MULLINS: That'e all that 1 have for this witness unless




the Board hes some questicns for hiao.
. CHAIRMAN: Any questions from sembers of the Board?
(Witness stands asids.)

CHAIRMAN: Mr. Fulser, did you have scmething that you
wanted to represent?

FULMER: I have & revised Exhibit B that was submitted.
EVANO: Mr. Chalrsan, which Exhibit B are we looking at
here? You mentioned that you had three. This exhibit

shows two unleased.

. EDWARDE: We have reached agresment with =-- [ was miataken

previously. We have reached an agresmsant with Ponnle
Owens at Birch Leaf, the two remaining unleased
parties, and I apologize, are Robert Dreist and Gene
nutherland == Alfred Eugene Sutherland.

, CIHATRMAN:T Mave you contacted the Departscnt of

Transportation for the Otate route that goss through this

aroa?

., EDWMARDAT [ bellieve that our title work has indicated

that the Depart2ent of Transportation does not own an
interest in the minerals underneath this unit, but their
interest is merely in the surface. As guch I don't think
they did.
FULMER: HMr. Chalrmen, accerding to the Highway

Department we have a submitted letter with the well

application where they state that the highways relerenced




does not have an interest cn the Pussell Fork River or
the other creeks extresely above mentioned four well and
plus the State highway.

HE . CHAIRMAN: Have you similarly contacted the Virginia
Marine Resource Commigsion regarding the minerals under
the stream box?

Hi. EDWARDA: [ don't believe that == then again, I'm not
an attorney. Dut my understanding is that the criteria

for ownership ie that the waters be navigable. I don't

believe that the Wussell rork in this ares is navigable
and therefore, it was cur opinion that the Commonwsalth
did not own the narrows undarneath the river and that the
ownership accrues to the partiss that own the lands an
both sides of the streas.

MR, EVANB: Mr. Chairman, I have a question.

MR, CHAIRMAN: Mr. Cvane,

MR. EVAND: [o you know what the criterias for navigable waters
ia?

Mit. EDWARDB: Off the top of my head, no.

MR, HCGLOTHLIN: 1 would make a motion that we approve this

NIt with the atipu

Marine Remources and barring no objections from that

that we approve this unit.

THE CHATRMANM We have a matiaon.

Mi. EVANR:  Becond.
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MR.

MR,

CHAIRMAM: A motjon and a second. All is favor signify by
saying yes. (ALL AFFIEM. ) sed, say no. (HONE.

FULMER: Mr. Cheirman, for the benefit of the staff, en

the motion of stipulstien, is there a tise pericd they
have to do that? BRecause once we get in the order we
have to record it and file it.
MCOLOTHMLIN: Would you like to call him back, Wr.
Chalirman?
(AFTER A DRIEF PERIOD OFF THE RECORD, THE HEARING

CONTINUED AS FOLLOWD. )

HR,

MR,

HA.

CHAIRMAN: We had a question cose up about the
stipulation of time for you to make that contact. We
didn't want to discuss that in your absence. Okay?

MCGLOTNLIN: 1 will amend ® tion if it ne to Lo

thirty days.
FULMER: That's fine.

EVANIG: fecond.

CHATRMAN: ALl in favor signify by saying yes, (ALL
AFFIEM.) All oppoeed gay no. (MONE.)
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MR, CHAIEMAM: The second ites on the agends is a petiticm by 1
OXY UBA, Inc. for tha establishment of a compulsory
pooled Arilling unit for proposed well CEM T-1. This is
pocket Mumber VGOB=-91/11/19=-015%7. Would all the parties
that wish to addregs the Board regarding this proposal
come forward, please.

MR, OALIODURY! I'm Howard Salisbury on behalf of OXY USA,
Inc., First I would like to call Mr. Martin E. Wirth.

CLEAK: (Gweara witnase.|)

HMARTIMN E. WIRTH

n witneas who, after having been duly sworn, was examined and

teptified as follows:

DIRECT EXAMINATICH

DY MR. SALIBDURY:

0 Would you state your naEe please, 8ir?
M Martin BE. wWirth.
g. by whom are you employed?

A OXY UBA. Inc.

¥ What's your jJob with OXY?

10
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Q.

I'es project land manager.

How leng have you been in that occupation?

Fourteen years.

Are you familiar with the spplication that's been filed
with respect to the unit designated as T-17

Yeo, 1 am,

pid you, in fact, prepare that application?

That's correct,

Did you prepare also the notice of hearing that was filed
with that application?

That is also correct,

There'®m a liet of people on the application whose
intereat is sought to be pooled here today. How did you
go about identifying theae interestsd partiea?

The parties and the respondents shown on Exhibit B of the
application, title was performed under all tractes in the
0 acre unit and there was cutatanding interest of

Edward W. Lindeey, trustes; May 0. Harris, George D.
Harrie and Irens MHarris, his wife, and also the hairs and
guccepecre or asgigne of devigees of John Q. Harris and
E. Btewart Marrise.

Were a notice of the hearing and a copy of application
aent to thoae partiea®

That's correct.

And how waes that donae?

11




by certified return receipt sail.

And were returned cards received on all of those
mallinga?

That 1o correct, as shown on Exhibit F.

And two coples of that exhibit were filed with the Board
prior to the hearing?

That 1s correct,

Was notice also published?

Yes, it was, as shown on Exhibit E, certificate of
publication., We have served notice in the Virginia
Mountalnesr and they've provided us with proofl of
publication that said that notice of publication was
published on October 24th, 1991.

And two coples of proof of that publication were filed
with the Board?

That's correct.

At this time do you want to amend the application to add
or diemlose any partiea?

Yes, I do. On Exhibit B, I believe it's respondent
nueber three =-=- letl me gea, Yea, we have an executed
lease with Irene Harrie, a widow, Mr. George B, Harris
io now deceased and the deed and will left everything to
his widow, Irens, That is the only party we wish
dismlesed,

And you do not wish to add any parties at this time?

12
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That 18 correct.

What is the interest in this unit that OXY has under
lease at the present?

OXY has 35.77 percent undsr leass with £4.22 percant
outstanding.

Does that percentsge include the leass that you have
recently entered into with Irens Harria?

Those numbers will not be effected becsuse this is a
grose number again. As the Board realizes, the nat
intereat, yes, would definitely be effected into the
figures on the lease there. TYou see on Exhibit B, again,
that George and Irene, now being Irene, had an undivided
intereat of 6.30 percent which we have now acquired. 8o
it may be deducted from the gross interest as shown on
Exhibit A,

And OXY 1o seeking to pool interest in what formations?
Thie would be from the base of the Tiller and below to
the base of the Pocshontas #) coal seas.

What are the terms of the leases that you've entered into
with respect to this unit?

These are one-elghth royalty Interssts at $1 an acre
bonue with a ten=-year term.

And are those the usual and customary terms for such
leases in thim area?

Yoo, they are.

13
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Q. Would it be your recoasendaticn that aay ordar entered by
this Doard with respect to this unit iscorporaste similar |
tersa?

A. I would.

Q. To your knowledge is OXY Corporation qualified to 40
business in VirginiaT

A. Yes, we are. We do have a bond and are certified by the
Cosmonwealth of Virginia.

Q. And do you have a blanket bond on file with DMMET

A. ‘That's correct.

Q. what ie the size of this unit?

A. Again, this is an 60 acre unit.

MA. ODALIOBURY: T don't have any f{urther questions.

MR, CMAIRMAN: Any questions, pesbers of the Board?

(Witness stands aside.)

MR, CHAIPRMAN: Do you have another witnesa?

MR, BALIOBURY: Yes, sir. At this time I would like to call
Glen VanGolen.

CLERE: (Awears witneos.)

OLEN VANGOLEN
a Witness who, after having been duly eworn, was exasined and

toatified ap followa)

14




DIRECT EEAMINATION

Ny _Mi, BALIBBURY:

[+ 8
A,

otate your namse please, sir?

Glen VanGolen.

By whcm are you esployed, Mr. VanGolen?

OXY USA as project manager for the Virginia Coal Bed
Methane Project.

llow long have you besn in that job?

A year and a half, two years.

llave you appeared previously before thies Doard?

Yea, I have.

And have your qualifications been accepted on those
occasiona?

Yeo, they have,

pid you prepare a detailed wall estimate with respect to
the unit that's designated T=17

Yoo, [ have.

And when was that done?

on Auguat 17th, 1991. I'm sorry -- Saptsmbar 13th, 1991.
And that was prepared by you?

Yoo, It was.

What is the projected depth of that well?

The projected depth was 24032.

To your knowledge has this well been drilled?
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Ho, 1t has BOt.

2o that is a projected depth?

Yas. 1t 1s8.

What is the target formaticn for that well?

The Pocahontas #) seas.

And 18 the projectsd depth sufficlent to produce {rom the
target sesa?

Yes, it is.

in the course of preparing the detalled well estisats
how many stimuleticons were contesplated?

Three stimulations.

What is the overall projected cost of drilling and
completing the unit?

§233.4130.

In your opinion, is that a reascnable estimate of the
cogt of drilling and cospleting this well?

Yam, Lt 1ip.

Is it your eplnion that the proposed wall will
effectively drain the coal bed pethane in and undarnsath
the unit?

Yes, it i@,

Is the applicant's plan one that will reasscnably produce
the resoutce and protect the correlative rights?

Yeg, 1T 18,

And will it also serve to prevent physical and economic




13

]

LH)

n

n

an

h--

waste in your oplnicn?

Yes, it will.

HME. BALISBURY: I have no further questiocns.

HR .

M.

CHATRMAN: Any gquesticns, sesbers of the Board?
(Witness stands asidas.)

EVANS! Mr. Chairman, 1 have cnes quastion for Mr. wWirth.
Could you please explain Exhibit B, the last two, you
have John G. Harris heirs and E. Stewart Harris heirs.
You have grosa acreage and undivided interest as unknown?

Mi, WIRTH: The reason being is because you see Mr. Edward

HE,

Lindsey as trustee. We do not know for sure if he 15 a
trustee of the children or heirs of John G. and E.
fOtewart. Therefore, we need to pool any and all
intereats that may be in it. And at this point we don't
know If that is all the children. We don't have the
trust agreement or anything to ses if it corresponds with
our title,
EVANG: You know what the total is, but you just don't

Enow what sach ==

MR. WIRTM: That's correct. According to our title work, the

break out of intereats is their undivided interest. Of
courne, As you know, In sethans it might not all be coal,
it might not all be gas, and we have not been able to ==
Mr. Lindesey 18 going to send us the trust papers and

ovarything for uos to review,

17
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MR,

MH .

EVANB: When do you expect to receive that?

WIRTHI He was the first cne that said he would lesse and
then Irene came in first, S0 they've all veluntarily or I
verbally I should say agreed to lesss, but we have mot
received executed coples at this tims.

MABON| Mr. wirth, what is the relationship betweesn Mr.
Lindsey and this Ms. Harrias?

WIRTII: Mr. Lindsey =-- and I cannot gwear an oath on the
Bible on this == I believe in our title and everything
io married to one of the Harrise' daughtars. And he
became trustee of some of the children in & trust
agreement early on in the title.

MABON! Thank you,

CHATRMAN: Any other questions, membars of the Board?

CVANG: When you force pool, how do you propose to set up
the escrow agreesent for these last two?

WIRTH: The escrow agreemsnt upon receiving and, of
course, the order reads now, by Board order is within &0
days after the date of executien of the order, and if we
received elections or anything then I would provide you
with the break out of it. We should have, at that
point, completed title work. 1If not, 1 will have to ask
the Roard for extended time. BDut we feel that title ==
It's alpost ccmpletle now. We're almost sure that we'wve

covered all parties, but just in case, we nead to protect

ia
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all the parties rights. Wwe've inclcded Jcbkn C.'s and K.
Stewart’'s and any heirs and guccesscrs that we may have
Biss. The whole percentage is of 100 percent. It might
take away {rom one party or add Lo another party and taks
away from the other, but we ghall have that before if
there 18 an escrow. These pecple do osm oll and gas and
do own coal. So we don't belleve there's conflicting
interests existing out hare.
EVANS: Let me ask you this. 1In your cpinicn, Is tharas
any reasson why this can't walt until such time a8 Yyou

have that informaticn?

. WIETM: The ==

. EVANS: This whole issue before us right now, forced

pooling.

. WIRTM: The purpose of pooling is to protsct corrslative

rignta and I would rather than try to pocl before -- in a
normal situation you always pool before you drill the
wall. Therefore, you know who alects to participate and
not to participate and how much capital you'll be
expending. You always pocol before you drill and we would
like to keep on drilling. Thersfore, title can be -- tha
division orders will be taken care of prior to the sale
of gas or usually there's o time frame thereafter that
you provide warrant of title to your gas purchaser saylng
thepe pecple own 1t. And It 1o OXY, USA as ths

19
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operater’'s business responsibility to paks sure title s
or we would have gpossbhody come acd have a clalms sgalnst

us.
MR, EVAMB: Mr. VanColen, when is this well proposed to be
drilled?

MR. VAMCOLEM: Mot until the first quarter of next year,
oecond gUATrter.

MR, CHAIRMAN: Any othar questicns, me=mbars of the Board?

MR, EVANO: HMWr. Chairsan, 1's going to maks the moticn that
until this trust agresssnt papers are in and we find out

exactly what interests wa're talking about and how
they're related that we hold this in cbeyancs,

MR. WIRTH: Could I eask the purpose of this?

MR. EVAND: 1 would like to see exactly how these pecple are
related to one another and exactly what intarests wa're
talking about as far as escrow and to protect thesa
people to make sure =- you stated that socsme pecples
interects may decrease, others may increase. I would
like to know exactly what that 1o before we say yes, go
ahead.

HR. WIRTH: Okay. It would increace and decreass as to that
family. There should not be no escrow proceedings.

M. SALIGDURY: Mr. Evana, if I might, LAt seems like in the
Foard's concern with this issue we're getting intoc issues

of title which are not before the Board in this

20
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procesding.

MR, EVANS: 1I'®s trying to protect these pecples’ rights to the
gas and the procesds involved.

MR. SALISBURY: I think the procesdures ==

MR, EVANS: You haven't explalced 1t sufficlently to say,
"Okay, this 1o cne blg pot. It's all the Harris
family.” You have eight or ten pecple involved In that.
They all have rights. I doa't know what those rights are
and until I do, I've got to try and protect those rights.
You haven't explained to se sulficiently why I ghould let
this go the way 1t 18.

MR, CHAIRMAN: | have a motion. 1Is the-s a second?

MR. MCCLOTHLIN: @Second.

ME. CHAIEMAN: A motjon & econd. All in favor signify
by eayin gsd sa

OFPPOBE,

MA. WIRTHM: We have clarification for a title attorney here,
If you would like to ask him the questions.

MR. EVANS: That's [ins.

CLERK (Bwnars witness. )

TIMOTHY B8COTT

a witneass wno, after having been duly eworn, was exasined and

tentified ag follows;

L




DIRECT EXAMINATION

Y HR. ANE ;

Explain to me,

The way title devolved on this tract is that there was
originally an undivided interest owned by a lady by the
naze of Margaret M. Williaas. @he died and she devised
her interest in undivided thirds to threse individuals;
John G. Harris, Florence Harris curtis, and to E. Stewart
Harris. The Florence Harris died -- Florence Marris
Curtis died and she davised her intersst to Husphray
Curtis and then that interest then was davised to a
Crust. The question arose becauss whan Otewart Marrie
died he died, I believe, In the forties, there was a
chancery action brought to determine whather or not his
widow, Gertrude Mash Marris, was entitled to an undivided
interest in his estate. The Court said no, she's not
going to get anything. Howevar, the interest that he had
at the tise of his death would devolve to his siblings.
The siblinge were not listed. HNHowaver, based on the
record, interests were leassed through Marjorie Lindasey
wWlo appears to be a aister of Btewart Marris, John 4.
Harris who aleo appears to be a oibling, Florence Marris
Curtle who appeared to be a sibling, and her iuterest ==

Bhie died after her brother. 8o her interest would have

2
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THE

HR .

HE

MH .

devolved to Husphrey Curtis and then oa to ths Scvran
Bank. And then aslso Ceorge Ben Harris. MNow, Marjoris
Lindsey 1o the wife of Edward Lindsey who is the trustee
about whom Mr. Wirth gpoke. Mow, 1t's By cpinicn based
on the records that we have a pie =-- coe ple of Margaret
M. Williame' interest and we've accounted for all those
interests, Thay're all going to get scasthing based on
the records that we have seen. The guestiocn jo of what
percent. We believe that those heirs acquired interest
from Margaret W. Willliams, but they also acguired
interest from their eibling, Stewart Harris. 5o they're
all accounted for. It's just a matter of how muzh. IL's
minisal interest because the tract was owned in undivided
interest at the outset, B0 a8 her intarest desvolved
through testamentary successicn, that's where ycu comses up
with why Marty put it that way. But they're all
accounted for.
EVANG: Okay. Thank you.
CHMAIRMAN) Otate your name for the record.
WITHEAD: Timothy Acott.

EVAHNA: Hr, Chalrman, I woulnd IIII to ulthggru By Botion,
CHATRMAN! Board members, we voted. Now, is there any

objection to the withdrawn? {(NMONE.]) Any further

quentions, meabers of the Roard? laasura?

EVAND | make the moticn that we accept this petiticn
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as filed,
MASOM: BSecond.
CHAIRMAN: A motion and a second to accept the petition as
filed. All in favor signify by saying yes, (ALL

AFTIPM.) Opposed say no. [(MONE.)
TULMER: Bsfore we dispose of this, I have one questicn as

far as our internal records with the Board. Ths two

unknowns in this petition, is thet within the 6.1318
percent of the Lindseys -- Edward Lindsey? Is that what
you're telling us, what I's understanding?

acoTT: Yeah, that should be right.

FULMER: 8o the two unknowns would be within the Lindsey
trugtee ag far as the percent?

BCOTT: Right. It's the M. M. Williams pile.

, CHIATRMAN; We'l]l take a tean minute recess.

(AFTER A BRIEF RECEOSO, THME HEARING CONTINUED AS FOLLOWS:)
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ITEM 111

WR. CHAIRMAM: The next item on the agenda .g a petiticao by

pocahontas Gas Company for establishment of longwall
panel drilling unite designated as the SLW1, GLW2, OLW)
and SLW& for the production of coalbed methane and active
coalbed methans gob gas and is located and the locaticne
are listed in the applicaticn. The Docket Number 18
vooB-01/11/19/-01%8. I would ask that anyone that wished
to addreas the Doard, other than those sitting at the
table, please identify yourself at this time. Is there
anyones that wished to address the Board regarding this
capa?

OWARTZ: It's possible that I may.

M, CHAIRMAN: Thank you, Mr, Swartz. Anyone eloe?

JONES: Mr. Chairman, ladies and gentlesen, good sorning.
My nase is Jis Jones and along with Elizabeth McClannahan
wo represent the applicant Pocahontas Gas Partnership in
thie application. I would like to ask for the Board's
indulgence. We have four applications pending,
pasically the north unit and south unit, two applications
for each. We would like, just because frankly, we've
gotten our papers arranged in that panner, if we could
take up the north unit first and that‘s actually number

160 and 161 on your docket rather than 138 and 139.
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cbviously, the principles surrcuading these applicaticns
are similar for both groups or sets cof applicaticaos, but
it would just be easier for us if we could do that, if
that's agreeable.

MR, CHAIRMAMN: ANy pinﬂltll with thet, members of the Board,
and I'1]1 put it in the record? Okay.

26
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MR, CHAIRMAM: We will go to agenda Ites V azd VI. Tor the
record, Item V is a petition by Pocahoatas Cas for
petiticn for the establishsent of longwall panel
drilling unito designated as the NELW2, NELW), NELWA,
WELWS, MELWS, WILW7, WELWS, WELWY AND WNELW1O. This is
pocket Wusber VOOB-91/11/19-0160. Before you go to 161
we'll have to sake that clarification. We'll deal with
161, is that clear?

MR, JONESB: Yen, 81r.

MR, CHAIRMAM; Okay. You may proceed.

MR, JONES: Mr. Chairman and mesbers of the Board, we
obviously have a lot of people up here at the table and
it might be helpful to the Board, if you agres Mr.
Chairman, for me to give just a very brief -- pot
prolonged, but very brief summary of what we -- at least
the subject matter of the testimony of the several
witnesees that we intend to call, again, not for the
purpose of evidence, but just to assist the Doard in
pesing what's coming as far as testimony is concerned.

MR, CHAIRMAM: 1 think that would be helpful.

ME, JONEB: We have up on the easel, if it can be sesn by
everyone, a drawing of the proposed units. There 1s also

ghown in green sealed gob units which the Board has
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previcusly approved in spplicaticos filed by cur clisat,
the BUN] and the BUS]. Those are cutlined in gresn Lo
the left of the drawing. The units that we will be
concerned with today are those cutlined in orange and
blue. The first one will Be the longwall panal units
which are the units cutlined in corange. Acd then the
second application in connection with this grocp is the
sealed gob unit outlined in blus. And than similarly we
will get later to the scuthern unit and again, it has the
proposed longwall units and the sealed gob unit cutlined
in blua. ©Our first witness will be Les Arrington who you
have heard and seen before and he will testify as to the
cwnership involved in the longwall pansl unit. Hext we
will ask Een Carmody who's down at the end who will
testify, we believe, that there is one coslbed underlying
the unit capable of producing coalbed methane gas as
required by the statute. We will then turn to Clasuds
Morgan, to sy right, and rlint Kennedy who are saployees
of one of the partners of this enterpriss, Consolidation
Coal Company, who will testify as to production data in
regard to these units. We will then hear from Randall
Albert who you have also heard frem befora who is the
project manager who will testify as to the various
agpacte of the proposed unit and their benafitas. And we

aleo have with us, to By right, Btan Grays who 18 an

|




independent petroleum enginesr with experience io the
Appalachian Basin who will coafirs that the unit plan of
development that we propose is necessary for mine safety,
necessary for conforsances to Consol’'s mine plan, and is
the best plan for protection of correletive rights. Asd,|
of course, at the conclusicn of cur evidance we balieve
that the Board will agree. If there's no Questions at
this point, HMr. Chairman, ®y colleague Ms. McClannahan
will proceed with our first witnesses.

HRA. CMAIRMAN: Thank you, Mr. Jones. Ms. McClannahan.

MO, MCCLANNAMAN: I would like to call Les Arrington.

CLERK: |(Owears witness,)

LESLIE X. ARRINGTON
A witnese who, after having been duly eworn, was exasined and

testified as follown:

DIBECT EXAMINATION

BY MO8, MoCLANHAIAHM;

J. Mr. Arrington, would you plesse state your full nase for
the record?

A Leslie X, Arrington.

Q And your address?
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46 Mountaintop ODrive, Princeton, West Virginia.

And by whos are you esployed?

Consolidaticn Coal.

And what is your position at Comsol?

Fermit specialiast.

What are your respcnaibilities and duties as the permit
specialist?

Collecting data and assembling permits and spplications
for the Cas and 011 Division.

And what is your educetional background?

I have an Associastes of Science in sechanical
engineering, a Bachelor of Bclience in civil enginesring
technology.

Have you testifled before the Virginia Cas and Oil Board
before?

Yom.

And have your qualifications been accepted?

Yoo.

Mae there besen a continuous proparty acquisition prograns
in the developaent of the Duchanan #1 mins ==

Yeno.

== which underlies the BUN-1 unit?

jo
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Yea, 1t has.

And how are the nases of ths potential owners of the
coalbed pethane and coalbed pethane loccated 1o the active
gob area identified by Consclidation?

They wera identified by field ressarch, title opinlecns,
and papping.

8ince the development of the mine began how much of the
coal estate 1# controlled by Pocahontas Cas Partnarship
in each of the units that are designated within ths BUN-
1, that would ba Mortheast lenmgwall uait 1 through 10.

In northeast 1 there's 100 parcent to all coal below
drainage. Mortheast 2, there's 100 percent. HMortheast
J, there's 100 percent. HNorthesast 4, there's 100 percent
of the coal. Mortheast 3, we control 100 percent of all
coal. This is all coal below drainage. Horthasast & 1ip
100 parcent of all coal below drainage. MNMorthsast 7, 100
percent. HNortheast @, 100 parcent. Mortheast longwall
%, wo control 99.627¢ percent of the Pocahontas #) seam
and 07.2129 percent of all coal below drainage. In
northeast 10 we control 49.604% percent of the Pocahontas
#) seam and 49.5760 percent of all coal below drainage.
Mr. Arrington, do you have your exhibite for ths Board
ssabers?

Yeo.

HoCLAJMAMAN: What we've done just as a matter of

b} |
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procedure is prepared all of cur exhibits 1in booklets
that we absolutely know that we're going to uss today for
each of the Board msabers. Cbviously, there may Le scae
that we use that we didn't include in the books, but we
do have coples of those. We Just thought it would be
easler than handing out exhibits every time we're ready.

. CHAIRMAN: Thank you. We will accept those, but if yocu

will, as you intend to introduce it, for the record
identify that, pleass.
MCCLANNMIAN: Yes, air,
(Ma. McClannahan continues.) The exhibit that's upon ths
acreen, Mr. Arrington, could you explain that, please?
Yes. That's the location of the unit within the Dakwood
reld.
MECLANMAMAN: We would like to introduce this as
Exhibit 1.
(Coal Control Map marked as Exhibit 1.)
(The witness continues.) And that exhibit is also in the
application,
HABON| Is& this Item V on our docket?
WITHEBG: Mo, eir. The exhibit shown is the exhibit in
your application.
CHATRMAM: IT in Item V. It's 160,
WITNEGS: 160 i1a Ewhibit A in the application.

HCCLANNAIIANG 1 suppose we don't need to introduce that
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then, since it's Exhibit A to the spplicatica.
CHATIIMAM; 1 think it would be belpful just to ksep the
record clear since we're going to be referencing this.

MCCLANMAHAN: Okay.

» CHAIRMAN: I'®s not discoursging you froa eaying it's also

in the application. 1I'®m just trying to maks gurs we're
all clear when we're referencing what we've handed now.
And alec, even in the discussicn, just to belp us, you're
going to stay Jjust strictly with Docket 160.
MCCLANNAIIAN: That's fine.
CHAIRMAN: Okay. FProceed.

(The witness continues.) The exhibit shown is Exhibit 1
in your booklet, the coal control map, »3d that's the
nuaber that 1 just defined for you.

The yellow section, what does that represent?

The yellow section is all coal below drainage and leased.
By Pocahontas Gams Partnership, 1s that correct?

Yes. And that's leased or owned, 1'm sorry.

And the green ia?

That 1s Pocahontas #3 seam only controlled.

The pink?

The pink 1e all coal below drainage less the Pocahontas
#) peanm,
MCCLANMAHAN| We would introduce this as Exhibit 2.

(01l & OGar Control Map marked as Exhibit a.)
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FULMER: TFor the record 1°d rather call them Exhibit B-1.
B=2, D=3 and so forth. We'we already Gol an Exhibit A.
(AFTER A BRIEF DIBCUBSICH OF THE RECORD, THE HEARING

CONTINUED AS FOLLOWS:)

Q.

(Mg. McClannahan continues.) With regard to the oll and
gases controlled by Focahontas Gas Partnarship, can you
1ist for the Board the percentages of control in each
unit Hortheast longwall 1 through 107

Yes. That will be Exhibit 2 in the book. Pocahontas Gas
partnership controls in northeast 1 90.3211 percent.
Mortheast 2, 86.1687. Northeast 3, 93.1172 percent.
Wortheast 4, 99.965%7 percent. Northeast 5, 100 percent.
Northeast &, 100 percent. Northsast 7, Pocshontas Cas
controles 94.211) percent. MNortheast 8, 99.5060 percent.
Wortheast 9, 67.2129 percent, Mortheast 10, 44.691)
percent.

Along with the coal and oil and gas that is controlled by
rocahontas Gas Partnership in each of these unite
Mortheast longwall 1 through 10, what percentage of the
coalbed pethane is controlled by PGP?

The coalbed methane as shown on Exhibit 3 in the

booklat, Pocahontas Gas Partnership controls 100 percent
in northesst 1, 2, 3, 4, %, 6, 7 and 8. In northeast 9
rocahontas Cas controle 07.2129 percent and in northeast

10, A4%.%7608 percent.
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CHMAIRMAM: For clarificaticn, sgain, are we talkisg about
the gas below dArailnage or are we talking about -- when
you're saying you own interest what 1nterest are wa
talking about?

McCLANMAMAM: O1il and gas.

WITHESB: All the oil and gas.

CMAIEMAN: Below drainage or ==

McCLAIDIAJIANT  All oll and gas.
CMAIRMAM: O©h, okay. You had a reference early on and you

were oaying below drainage and I was making sure that
that waa ==

WITHNEOS: That was for the coal.

CHAIRMAN: Okay.
{Ma, McClannahan continues.) With regard to all the
tHortheast longwall units that have been proposed by
Pocahontas Gas Partnership shown in the northesst 1, what
ia the total acreage of control for the coal estata?l

The total acreage ism 1,429.13 acres. FPocahontas GCas
controles 06,1664 percent of that of the Pocabhontas #3
seam and 84,7%9) percent of all coal below Aralnage less
the Pocahontas 83 sean.
Are these the same ownership control parcentages that
you've listed on the applications as they've been
previously filed?

Yom.

i
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Is that true also for the Eortheast locogwall 107

Mo, excepl for that. Wwe do bave s Gew Exhibit C and D.
o these are saended Exhibits C asd D to the spplicatiecn
that we would like to subsit. For «~hat reasca 4o we peed
to asend Exhibits C and D?

We locate the helrs of Waltar Made.

And were those helrs unknown at the tise that the
application was filed?

Yoo, thay ware.

llave they, since the applicaticn was filed, been preoperly
notified of the applicatiocn?

Yes, they have,

Mr. Arrington, who are the cwners of the coal balow the
Tiller seam within each of these unitas?

Congolidaticon Coal Cospany and Hugh Macrea Land Trust,
Vukon=Focahontas, Salyers-Pocahontas Coal Company.
Puchanan Coal Company, and Ceorgias Pacific Corporationm.
Ara these also your coal lessoras?

Consolidation Coal Cospany has a coal lease from Mugh
Hacrea Land Trust and we have a sub=lease from Island
Creek Coal Ccmpany for Pocahontas #) seam on the portion
of Yukon-Pocahontas.

Did you file a notice of hearing and mail it toc sach of
the parties that are contained in the application for

eptabliehment of each of the unita?
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Yes, 1 have. And that is Exhibit 4 1in the bock.
MCCLANMAMAN: We would like to introduce Exhibit 4 as it's
listed in the book that we submitted.
(Mearing Hotice for BUNE] Units marked as
Exhibit 4.)
(Ma. McClannahan continues.) How was this notice of
hearing eailed to each of the parties?
by cartified mail, return receipt requastad.
Do you have those returned receipta?
Yes, we do. They've bean glven to tha Inspector and
there'ns a copy of them in the exhibit booklet as Exhibit
5.
HCCLAMMAMANT We would gubalt Exhibit 5 of the booklet as
Exhibit % to the hearing.
(Return Recelpts Frem Motice Malling marked as
Exhibit 5.)
(Ma. McClannahan continues.) How were the persons whose
names and/or addresses are lioted as unknown notifled?
By publication in the Virginia Mountainesr, Briatol
Herald Courier, and the Dluefiald Daily Telegraph on
10/21 and 10.324 respectively. And that has bean
previously subasitted to the Inspector.
MeCLANNAHANG  That'se all I have for this witness.

. CHAIRMAN: MWr. Fuleer, would you identify that you have

recelved Ehoas?
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FULMER: Yas, 81r.

. CHAIRMAM: Thank you. Any cother Questicos, members of the

Board, of this witneass?

MASCM: 8ir, with respect Lo Oakwood Unit B-213 om your
map, Exhibit 2, as I understand it, that Oakwood umit is
included within your longwall unit, is that correct?

WITHESS: Yen.

HABON: Yot based on this map you have no oll and gas
lease on any of that acreage?

WITHEED: That 18 correct.

MABON: On the adjoining nit §-22, you have none on that
unit sithar?

WITWEAS: That's correct.

MABCH: And on T-22 you have a very small portion?

WITNESS: Correct.

MASOM: And likewise, you have probably less than a half
on U=237

WITMESB: Mow, U-23 1is included also in previcus BUNN],

MAAOM: Thank you.

CHAIRMAN: Other questiona?

iWitness stands aside.)
CHATHMAN: You may call your next witness.

McCLAMMAMAM: Kenneth Carmody.

CLEREK: (fGweare witneng.)

Ja




"' ! EEMNTTH J. CARMODY
1l s witness who, after having been duly sworn, was exasined and

testified as follows:

s DIRECT EXAMIMATION

TH nv W8, McCLAMMAHAN

"l 0. Mr. carmody, wsuld you plesse state your full nase for
v the record?

"Wl A. EKenneth J. Carmody.

L And your addresa?

'

e a. 2007 Mewton Court, Blackaburg, Virginia.
L |

Q. Iy whom are you employed?
. Wl . Consolidation Coal Company in the exploration group.
1 Q. And what 1o your position with Conscl?
"l A I'm a project geologist.
L Q. And your responsibilities and duties as a project
" geologiot at Consol ara?
Y Project developsent, complete geologic and sits

- characterizations of areas such the Buchanan. I work
i from PFennoylvania down through the Virginias into

e Esntucky and Tenneooes.

DY g And what 1o your educational background?

od I 1 hold a pachelor of Science in geology. 1 also have a
7

Magters of fGclence in geology and nuserous mining




ia

L}

o

&0

N

|

i

a.

enginesr and computer and snvirccasntal cocurses.

Are you licensed as a geologlst?

1 am certified in the Commocnwealth of Virginis as a
professional geoclogist and also by the American

Institute of Professional Geclogists.

Could you please give us a brief esploymant background?
I've been employed with Consolidated Coal for a little
over fourtesn years.

And are you a psaber of any professicnal assoclationa?
Yoo, 1'm a mamber of the Assoclietion of Ground Water
fcientists and Engineers. I'm alsc & member of the
Amrerican Institute of Professional Geologists. Currently
I am the president of the Virginia section and also on
their educational comaittes.

Have you written any articles or books on coalbed methane
gaes production or coal geology subjecta?

I have. MWy thesis dealt with the release of heavy metals
from coal mine overburden. I've written nuserous
articles, publications for Consol dealing with the
geology evaluatione of coal and coal resources. Prior to
our research and development group coming into being
involved in coalbed methanes, the exploration group was
doing the coalbed methane tests in the early eighties and
late saventies.

Have you ever Deen qualified as an expert witness in
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HMECLANHANAN:  We would like to submit this as Exhibit 9 to

geclogy belore the Virginis Cas and 01l Board prior to
today?

Yea, 1 havae.

Mr. Carmody, could you plesse identify and locate the
coal seams that lie below the Tiller ceam and that
underlie the Northeast longwall 1 through Morthsast
longwall 10 unite?

What we've done, as in the first applicaticns for the
units that PGP approved previously in June, we'we put
together a general strat colusn showing the seanms
involved in what you'll be seeing today. But balow the
Tiller we have the Lower Castle, Upper Beaboard, Lower
Beaboard == [I'®m sorry. Exhibit 9. pelow the Lower
fAeaboard you have the Upper Horsepen, tha Middle
Horsepen, C Beam, the War Creek or the 11 Beanm,
Focahontas 10, Lower Morsepen, Pocahontas 9, 8, 7, 6, 9,
4, 3. Thecoe are the coal eeama invelved in the areas
that you'll be viewing today. The coal seas thicknassen,
they have a wide range in here. Generally most of the
coal seams encountered are less than two feet in
thickness. We have a few that are greater than that.
One 1e the 11 Deam or War Creek, the % Seam and the 4 and

the ) Scam average is over five fest in thickness.

the hearing, 1f we can, and we'll be going back to pick




up the other exhibits. Just t5> heep this in order, I
think that would be bettar.

(Btratigraphic Colcmn markad as Exhibit 9.)
(Ma, McTlannahan continues.) What i1s the nature and
character of the producing coal seams as listed cn the
unit application?
The cosl seams involved in the unit applicaticns are low
to mid vol bituminous coales generally low in sulphur.
Agaln, the Pocahcontes #) seam is one of the most
degirable coals in the world., The rock strats in
Letwesn the cosl seams are cosmposed of sandstones, sandy
ehells, shells, coals in the fire cleaves or under
cgleaves.
What are the coal thicknesses of each of the seams that
you've just listsd?
As we go down the section again, ths Lowsr Castle 1s
approximately == these are all average thicknesses from
across the field. 1.7 for the Lower Castle. Upper
feaboard 1.6. CGCreasy Creek 1.6. MWiddle Seaboard 1.5,
Lower Beaboard 1.4. Upper Morsepen 1.). Middle Horsepen
1.7. € Beam 1 foot. Pocahontas 11 or War Creek 2.3. 10
fieam 1.34. Lower Horsepen 1.0. The 9 Beam 1.5. 0 Oeam
1.5. The 7 Seam 1 foot. The G BSeam 1 foot. The B Bean
| and a half. The 4 Beam 2.7. Pocahontas 3 18 %.3).

Again, with these coal seams, thesa are averagae
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thickzesses. 00 in certaln areas thay will iscresse
depending oo whare the units are.
Are there sisilaritiss in the structure of the ccal

coamn?
What we've done ca the pext exhibit, Exhibit 6 --

MO, McCLAMMAMAN: Mr., Chairsan, we would submit this as

M1

Exhibit & to the Bearing.

(LC Seam Map marked as Exhibit 6.)
(The witness continues.) We've taken the geological cata
we've acquired through our drilling prograas and antared
it into the cosputer. It gensratsad a structure and
isopsc maps. The colored line -- the bluish colored
line 1s the structure of the bottom of the coal of the P-
) goam. These are twenty foot contour intsrvals and the
elevation runs f[rom about €0 feet above sea level in the
northwest corner to over 400 feet in the southeast
corner, The dip of the coal 1s approximately one Lo two
degrees and the dip is to the northwest. The units that
you'll see today sit oo the northern flank of the
poutbwestwardly (inaudible) dry fork anticline. The
anticline dipe to the southwest at appromimately a half a
degree. The next map ==
MeCLAMMAMAN: I want to introduce this as Exhibit 7 to the
hearing. It's also Exhibit 7 in the book.

(P8 feam HMap marked asm Exhibit 7.}




THE WITHEBE: 1'm sorry. 1 did the Lower Castle. This 15 the
F) Ssam. 0Oo you want to go back to the Castle?

A. (The witness coatinoues.) This is the Lower Castle, thas
sase thing, iscpac and structure lines. The Lower Castle
runs above gea level from a little over 1,100 feet in the
northwest to over 1,400 feet in the scutheast. My
spologies to the Board. Wwhet we've done then con the next
okhibit, we've combined the structure of the Lower Castle
gsan and the P) Seam. There's spproximataly 1,200 feet
of stratigraphic section between ths two coals. And what
thie exhibit shows 18 that both seams and all the
intervening ceams in between have basically the case
structure. They trend northeast southwest and dip to the|
northwest at one to two degrees. 0o we really are
talking about the sase geologic stage for all the coals
involved in these areas.

M. HcCLANMANAN: We would introduce this as Exhibit A for the
hearing.

(Document marked as Exhibit A.)

Q. (M8, McClannahan continues.) Of what does the strat
within the coal bearing ares of Consol's Buchanan #1 mine
conalet?

A, Basically there's about 50 percent of the strata that's
coeposed of sandstones and I call it a very wacky

sandetone or a dirty sand., It's cosposed of quartz and a




lot of eccessory minerals. It genarally Bas a very low
porosity. The next lithology type are sand abells sgailn,
coapr.oed of sand grains and clay grains. When f{ormed
into rocks, again, they bave & low porceity. The next
units besides the coal are the shells and the under
cleaves which are usually found below the coals compocoed
alpost entirely of clay which provides, again, no
poropity. Very little primary porogity in this areas.
There's three formations that we deal with hare. Coling
down in stratigraphic order, we have the Nortom
formation that goes from above the Tiller down to the
Lowar lNlorsepen, The Les formation takes in the # and @
feam. And the Pocahontas formation takes in the rest of
the Pocahontas coals.

Q. In the acreage that is covered by each of the units
Hortheast longwall | through 10 underlain by at least one
coalbed capable of producing coalbed methane and ccalbed
mathane located in the active gob area?

A Yenm.

, MO, McCLANNAMAN: Thoee are all the guestions I have for this

witnepga,

MR. EVANB: HMr, Carmody, would you clarify exactly what
Exhibite &, 7 and 8 are?

THE WITHEDD: 1 got ahead here and I spologize. Mr. Evans,

Eulilblt 6 ie8 the Lower Caotle seam, the structure and

L]
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icopac of the Lower Castle peasm. Exhibit 7 is the
Focahontas ) Seam, structure and iscpac. And them oo
Exhibit 0 we cosbined the bottom sess structures absve
the coals to show the sase basic geslegic structure of
them.

ME. OHMAIRMAMN! Any other questions, sembers of the Board?

(witness stands ascids.)
MR, CIAIRMAN: Proceed.
MR. JONES: Mr. Chairman, I'd like to call cClauds Morgan.

CLERK: |(Owears witness.)

CLAUDE MORCAN

A Wwitnesp who, after having bsen duly eworn, was examinsd and

toptified as followa:

NIRECT EXAMIMATION

ny MR. JOMES:

Q Would you state your namse, please?

A, Claudo D. Hargan.

g. And what ie your addrege, Mr. Morgan?

A 2323 TFairfield Avenue, Bluefield, West Virginia.
Q. Dy whom are you employed?

A, Coneolldation Coal Company.
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And what 18 your positicn there?

{'m the regional mansger of engicesring and enviromsental
affairs for tha Scuthern Appalechis Regicn. ]
What are you responsibilities acd duties as such?

1'm responsible for the oversight of the overall
angineering and envircnsental centrol for this region of
consolidation Coal Cospany which includes scuthwest
virginia, southern West Virginia, gastern Kentucky, and
Tenneooes.

what is your educational background?

1 have a BS in civil enginesering.

What 18 your work background?

1've boen with Consolidaticn Coal Company for almost
ninateen years. I have worked in various jobs with
consolidation Coal Cospany. Tor the last eight years I
have been regional ssnager of engineering and
environsental affairs.

be you have any relevant licenses or professional
aspociations of which you're s mexber?

I ae & regiastered professional engineer in Virginia, West
Virginia, and Tennespes.

Have you ever qualified before as an expert witness in
any judicial proceeding?

VYea, 1 have.

And what was the subject of your testimony at such

47
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procesdinga’?

I have sppeared before the =- what use to be the Well
Review Board in patters relsting to the locatiom of gas
wells in and around undsrground msining cperaticas. I
have appeared in various coal mine related civlil acticas.
Ap well I have appeared at various legislative bearings
to speak on regulatory mattsrs.

Mr. Morgan, when did Consol begin the developsent cf tha
Buchanan #1 Bine in the Pocahontas #) peanm?

We started constructicn in the spring of 1980.

And when was constructiocn of the facility coapleted?
1985.

Let me direct your attenticn to what's bsen sarked as
Exhibit 10, Mr. Morgan, and we gsee a plide of that cn the
pcresn, What does that repressnt?

That is a mine map of the Buchanan #]1 mine which is the
in the Focahontas #) seam. IC shows the mine works and
it ahows the projected mine development for the next Tan
yeare.
JONES: Mr, Chairman, I would move the introduction of
Exhibit 10.

(usds Quad Map with Mine PFlan sarked
am Exhibit 10.)
{Mr, Jones continuea.) Has there been developed a ten

yoar plan for this mina?
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Yes, thare has.

Mow |8 the Poccakontas Cas Partcership project a part of
that mine plan?

The Buchanan mins began cperating froca that shaft
locations located hers on Carden Creek. We started our
developmsnt to the north and to the scath. Our first
longwall operation Degan here in the north, what 1z bow
our BUM 1 pealed gob area. The sscond loagwall bBegan
opaeration in the gpouth or tha BUS 1 sealed gob area. s
have completed maining in these areas. This ares has been
sealed. We have cospleted the mining in this area and
thie area 18 being sealed.

And when you say this area you mean the BUN 1 and the BUS
17

The Bus 1 18 being sealed. Upon completion of tha
longwall mining in the ares that's labeled as BUN 1 on
the map wa moved intoc the area which is now contained in
our Mortheast longwall unit proposal that's besn sub-
mitted by the Pocahontas Gas Partnership. Our first
longwall panel to be mined was in our Mortheast longwall
1. We have mined it out. Wwe have mined out Mortheast
longwall 2. We're presently longwall mining the Maorth-
eoast longwall 3 and we're beginning the development of
the Northeaast longwall 4. Within the next five years we

would anticipate coapletion of mining of theses lcngwalls

L1
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within this mine plan area.

Mr. Morgan, how did Congol beccse involved in the
developsent of coalbed methane wells at the Buchanan #1
mins?

When we started the mining cperation here we knew and wa
had heard that the Pocahontas #) sesm had extresely high
methane contents. We began a progras in 1984 and
attenmpted to degacify the coalbed seam shead of mining
it, That program began here in ths first longwall unit
in BUM 1. We drilled vertical holes into the coal seas,
hydraulically fractured the seam, and produced the gas
ahead of the mining cparation. These holes were drilled
in the middle of longwall panels so that latar as tha
longwall mining came through these same holes could be
converted to vertical ventilation gob holes. Another
part of the scenarioc that we developed because even with
the drainage ahead of us, we still had a fairly high
methane contsent in the coal seam, we want to & horizonal
or as quite often referred to the short hole tachnigus
whereby wa horizontally drill inte the longwall panel a
reries of holes., Those were connected to a pipeline and
transported to another vertical hole to the surface. All
of thess gas was vented to the atmosphere.

Mr. Morgan, let me interrupt you there. We have an

Emhibit 11 and 12. Perhaps if you would look at 11 that

S0




might == would that assist you 1in a further explasatiocn?
A. All right. That's bettsr. This is & schematic of the
northeast longwall unit areas. Again, this is the
Hortheast longwall 1 panel which has been mined cut, the
Hortheast longwall 2 panel which has been mined cut, and

the MWortheast 1) longwall panel which is pressntly being
mined.

Q. Let me show you Exhibit 12, Wwhat does that represent?
Thie represents vertical ventilation holes that have been
drilled into and through the Pocahontas #3 seas for the
liberation of the gas. The dark dots are existing
vertical ventilation holes. They're not shown in these
two panele because there's already mines through these
two panele. Dut these are existing vertical ventilation
holes that have been drilled and stimulated into the
Focahontas #) seanm.

HR. JONEB: Mr. Chairean, 1'd move the introduction of
Exhibite, 11 and 12.

MR, CMAIRMAM: Without abjection.

(Hine Plan marked as Exhibit 11.)
(Mine Plan with degasification panel by panel &
additional wells marked as Exhibit 132.)

g. (Hr. Jones continues.) What are the dots that are not

colored?

A Those are anticipated future vertical ventilation holes
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for production out of the gob ares.

Mr. Morgan, 1'd like you to explaln the production
procegs (rom these wells that you have discussed asd we
have Exhibite 13, 14, and 1% which aight be of assistance
to you. Let Bme show you 1) first acd ask you abeout it.

CHAIRMAN: EXcuse B8 Just a second. Mr. Masca?

MABOM: Yeah. 1 just want to ask a gquestion. I've been
looking at Exhibit 2 which ghows =-- as I undarstand it
from the legend, the little squares cn hers indicates
mined areas, is that correct?

JONEB: Let me show Mr. Morgan Exhibit 2.

MABON: Well, it's the one when we were talking about
what's leased, the oil and ges control map, Exhibit 2.
It's colored in. 1t shows the gresn and the yellow,

MORGAM: The sgquares do depict --

MABON: The little sguare areas.

MORGAN: The square areas that you're referring to depict
the minea developaenta.

MABON: Okay. If you lcok at Exhibit 12, this ons
indicates as to your proposed longwall pansl 3 and 4, a
very minute amount of mining area in ons end, whersas
this map on Exhibit 12 indicates that your proposed
longwall panel ) has had a substantial asount of Bining
activities, or what appears to be.

HORGAN: This ia an ongoing mining cperaticn and it's fres
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the time that this map was cdevelcped to the develcpaent
of that mine, but that mining has taken place.
MABON: Which one is correct?

HORCAN| The more up to day 1 think is prebably Exhibit 12

and it's probably changed scms from that dates.

CHAIRMAN: You're saying that the date that's on the
Exhibit as October 25th, 1991 and the one that's dated
October JOth identified as Exhibit 13 =--

ARRINGTOM: And even ptill, the October 25th map, the
mining on there was sven probably a week or two sarlier
than that date.

HORGAN: The bage map which -- Exhibit 2 was prepared on
which had all the property control and so on had been

prepared for some time. The control one which is the cne

added here did not change the mine plan on that base
map, Mining has progressed a good bit since that base
BAp wan prepared.
HMABON: Thank you.

JONEA: Does that aspliat you, Mr. Mason?

MADOM: I'm just trying to determine what's been mined and

what hasn*t.
JONEB: Right,

(Mr. Jones continues.) Mr, Morgan, it's & quastion of

the mapping catching up with the mining, is that correct?

That'es Etrue.
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MR. MASON: Lat me ask, if I may. again. How loog does IE

taks to cut ooe of these loogwall panals ext?

MR, MORGAM: [Depending on the length of the pasel, for

MR.

MH.

HE.

instance, longwall pasel 3 is probably four months of
lengwall mining. Four to five soaths, It depends cn -=
we cperate two longwalls. We do not operate two loag-
walle continucusly. 5o 1t depends cn how much time we
gpend on cne of the other longwalls, but lcogwall ) may
be four to [ive months.

MASOM: Bo basically what you‘re talling me 15 that
Exhibit 2 map i@ really what, four or five sonths behind
Exhibit 127

MORGAM| That's true, the base map. There was additicnal
inforeation. And the reason that has an Octcber 23th
date, there was additional information put on that base
map and the mine works were contained on the base map.

MABOM: Okay. Thank you.
iMr. Jones continues.) Mr., Morgan, could you explain the
production process from these wells? 7You have in front
af you Exhibit 1) and you also will be looking at Exhibit
14 and 15.

If 1 may, let me look at Mortheast longwall panel 4 here.
Thie panel has not been longwall mined. Ve are now
mining adjacent to that pansl in longwall 3. Prior to

any mining, the three holeg shown hers as 44, 45, and 46




were drilled through 1 sess, was stimulated and produced
gas, coalbed pethans gas, cut of the Pocahontas #) seam
after the #) longwall was develcped by the coatinucus
Bine. The continuous miner drives along side sach of
these longwall paneles and drives up four entries or
tunnels on sach side. He drives across an area at the
et up longwall and then the longwall pulls cut the solid
block of coal. After the entries were driven aleng alda
of what would be the ner" four longwall panels we thac
Bove arJund to drive entries along this side to the
panel. While these entries are bDeilng driven we came in
here and drilled horizonal holes into this panel to
resove more of the sethans from the coal sesl while this
Is being developed. This 1s brought out into a pipelins
which was brought to a hole here, a ventilation shaft,
and discharged through that hole to the surface by
pipeline. Development continues along this side and
entries are driven for the set up and thas longwall mining
process will begin. As the longwall mines through ==
obviously 1t will be mining through areas where some of
the horizonal holes have been in place and those will
atart falling off as the mining comes through. But as
the longwall mines through, one of thsse holes that has
previounly been fracked, P) producer, that hole will

convart to a gob hole and will produce mathane out of the
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ME. MORGCAM| The Pocahontas #) seas.
MR. JOWEO: Mr. Chairman, 1 would sove the introductiocn of

Q.

gob area behind the lcagwall mining. This process will
continue on through this entire panel. AL the end you
will have & panel here with & rubble zcoe above it from
which all thres of these wells and any future which we
may have to dictated by the milne clais to drill in
between will be liberating ocut of that same gob zoce.
CHAIRMAN| Mr. Morgan, when you say P) you're talking
about Focahontas #1317

Exhibit 11].

(Croes Decticn Location parksd ap Exhibit 13.)
{(Mr. Jones continues.) Let me show you Exhibit 14, Mr.
Morgan,
Exhibit 14 is a pictorial of & section drawn lengthwise
along the longwall panel. 1'm in the wrong one. Excuse
me. I'e in the south. 1'm looking south and porth and
I'es golng from one unit to the other. My south units run
north south. This runs east west. S0 this 18 & pic-
torial across the ten units that are located in the
Hortheast longwall unit area. It shows the strata with
the nuserous coal eeams located above the Pocahontas #)
sean which is located in this area. What this shows is &
== and I call it a rubble zone and it's referred that way

in many mining text ae a mining zone and that's exactly
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what it is for an araa wohare tke longwall coal I8

removed, The Epace in betwsen 18 where the four emtries
were driven that 1 dascribed to you and it's comscaly
reforred to as the gate entries. obvicusly with loogwall
mining there is scme subsidence which cccurs. Imsadiately
above the pansl there‘s a peparation of plains and
there's some further cracking which comes up beyond this
rubble zone. All of this gas out of this area snd these
seams above have been produced out of this gob hole to
the surface,

Ao this exhibit shows two longwall panels that have been
ained through and then shows the other proposed units
pefore mining, is that correct?

Ao a pection, and 1 think thit seclich wWas ghown on a
previous sxhibit, this would be Morthesast longwall 1
which is already mined, the Morthesst longwall 2 which

is already mined. This is a portion of Mortheast |

which is not yet mined, and the remaining panesls golng

north.

JONEB: Mr. Chairean, 1 pove the intreduction of Exhibit

14.
(Horth/Bouth Cross Bection Map marked as
Exhibit 14.)

(Mr. Jones continuea.) Let me show you now Exhibit 1%,

Mr. Morgan, and agk you i[ you can explain that.
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“his is the 1 Northeast lcagwall miced area. It has

already been mined cut. This depicts the cne wiich we
propose to convert toc a coalbed methanas well which is
basicelly drilled into the center of this lengwall panel.
I1f I may use this overview mep which was used previcusly
showing the location of the mine, that would be PGP 3-14
which was drilled to the side to miss mine works in a
lowsr seam and then kicked toward the center of the panel
== or did go toward the center of the panel. This would
be a proposed gob well and the unit application that's

before you for the Mortheast longwall well.

M, JONESB: 1 would move the Introduction of Exhibit 1%, MI.

Chairman.

(East/West Cross BSection Map marked as

Exhibit 15.)
(Hr. Jones continues.) Let me dirsct your attention to
Exhibit 16 and ask you if you could explain that, Mr.
Horgan.
Thie ie a pictorial. It doee not refer to a spacific
longwall panel, but it's a Plctorial of what we propose
to do with our active gob preductien. After ths longwall
ie mined out we may have from four to eight holes in
there that are liberating == that have beesn used during
Lhe active mining phase of that longwall to liberate the

methane out of gob area iemediately behind the wallse.
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Obviously with the entries driven and this would entriess
driven oo this end of the panel =-- entries driven toward
this end of the panel, we are still for the safety of the
Bines regquired to keep those ares clear of sethans or
below a regulatory percentage. As such we keep many of
theas holes open saven after mining and we will utilize at
least one of those holes with a blower on it to maks sure
we pull enough of that methana cut of the gob to ksep
these entries cpen. This has not been sealed at this
point, Alr fros the mine that's been used to ventilate
the mine can stil]l come in, penetrate this area, and the
portion of the pethane contained in this gob area would
be unusable because of the air contain and the methane.
Moethane is lighter. Methane tends to accusulate nsar ths
top and in the cracked areas in the very tops of the
rubble zone, Our testing has shown there's some goud
quality coalbed methane that could be produced cut of
Lthose areas. What we would propose to do would be to
utilize wells in these areas to free flow methane out of

the tope of theee aress for active gob production phase.

JONEB: I would move the introduction of Exhibit 16, Mr.

Chairman.
CHATHMAN: Without objection.
(Gob Zone parked as Exhibit 16.)

(Mr. Jones continues.) Let me show you new Exhibit 17,
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Mr., Morgan, and ask you if you csn explain that.

Thie is a oketch of a vertical ventilation hole which has
been drilled that we are propcsing to cocavert to ccalbed
pethane wells. It's drilled from the surface. We have 8
thirteen and three-eighths water protection streas and
coal protection atream which is installed below -- in
this area below us minable coal seam which in this ares
happens to be the Jaw Bone seam and installed to protect
that ceam. We then drill & twelve and a quarter hole
from that point down to a point just above, and that may
be anywhere from 40 to 100 feet above the Pocahontas #)
neam at which point we go with a seven and seven-elighth
diaseter hole and drill below the Focahontas #) seas.
Inside of that total then and down to just the top of the
Focahontas 0) seas we install a five and a half inch
caging, Through this five and a half inch casing we will
fracture the Pocahontas #) seam and through that five and
a half inch casing we produce the gas out of the Pocahon-
tas #) seam from that fracture, Just before the longwall
copen through we will go back in the hole, (Inaudible.)
the area across the Focahontas #) seam, cut the five and
a half inch casing and repove it from the hole. As the
longwall piner comes through this twelve and a quarter
inch hole that's remaining becomes the gob well which we

are propoging in the application.




Mr. Morgan, I think you've explained the varicus produce
ticn processes of the horizenal gas asd the frack gas,
the gob gas. What about cenversice to ssal gcb, bBow
does that fit into this process?

After mining is cosplete in the northeast arsa, after all
ten panels have been mined, we would propose to sess that
Ares Lo prevent the mine air from entering the gob ares
and contaminating the pethane that is within the gob and
thereby enrich the methans to be produced out of those
sans existing gob welle for production.

Again, how long would that be before that would be
accopplished?

Mining ie projected in the northeast area for five yeare.
We would anticipate sealing to occur shortly thereafter,
Anything further, Mr. Morgan, in regard to the production
process that you would like to explain?

I would like to point cut that it is a complicated ever
changing process as evidenced by Mr. Mason's question on
OUr mine maps. Even during the tise that we've been
involved in preparing these applications, it'sm a con=-
@tantly changing process. Wae're constantly changing

from frack production to gob production. We've got
horizonal gas coming out for s period that say be frea
Blx ponths to maybe a year depending on the Bining tima.

It'm a very constant changing situation.

61




18

-]

&

L}

Mr. Morgan, let me ask you about the volume of methane.
What voluse of methane do the ccal seans below the Tiller
geam in this unit ares ccatala?

I looked at it by longwall unit and jJust for descnstra-
tion purposes I selected a panel which was sort of in the
middle. 1 selected Mortheast longwall 6. There is in
thege seams that Mr. Carmcdy idantified, including the
Pocahontas #) peans, J4.0 feet of coal measures within
that gone. All of this is balow drainags coal. All of
this coal will contain coalbed methane. To determine the
approximats volume of gas, coalbed methans, in place
above that panel, utilizing what we've Soan A0 AN AVerage
of €00 cublic feet per ton in the Pocahontas #) geam and
utilizing the minimums of 230 cubic feet par ton and
without sasples in every individual seam, but using just
a linoar average and applying that to those 34.8 fest of
coal within that are there is roughly 2.76 billien cuble
feat of coalbed methane within that lengwall pansl unit.
What are the average production numbers for & typical
well in the unit area?

The typlical fracked well, the cnes drilled ahesad of
@ining will produce == and this is stimulated in thas
rocahontas #) seam only =- will preduce anywhere f[ros
50,000 to 150,000 cubic feet per day. An average number

ieg probably in the range of 0%,000.




And that was for what gas producticn?
That is for coalbed methans Producticn out of the
Focahontas #3 seam through a tYrical bole that was

drilled and fractured into the #) seam shead of Bining.
What about the short hole production?

This le based on our experiencs cver the entire mine areas
including the BUNN1, the BUSI, what we'll be referring
to later as the BUSBS2 and the first two paneles of the
Hortheast have produced on the avarage about 1% million
cubic feest per 1,000 foot of longwall.

What about gob gas preduction?

Gob gas production, we're estimating on the recoverable
bagie again depending on the slze of the longwall == f

you look at Mortheast longwall 1, wa'ra anticipating

anywhere from 2%0,000 to 750,000 as we go to the larger

unite and units to the north Per day. This 18 recover-

able coalbed methane, Thie 18 not obviously all of the
coalbed methane to be liberated from the gob holes

because all of it will not be pipeline followed,

Hr. Morgan, have you Prepared a chart in relation to the

production of varlious types of gaas?

Yee, I have. Agalin, looking at our preduction ecenario

for the Hortheant longwall panel and trying to get

something with the quickly moving Bining operation that's

pitched sort of in the middle has some frack production,
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horizonal production, scee active gob producticn, apd
then beyond that, the sesasled gcb. 80 I picked the
Hortheast ¢ longwall to depict the producticn.

MCOLOTHLIN: Mr. Morgan, I have a question about Exhibit
17.

JONES: Let me show you a copy of that.

MCOLOTMLIN: 1'®s confused as to why you would resove the
five and a half casing onca ¥ou convert to & gob well.

HORGAN:! The volumes to be produced out of the gob well
ére much more than a five and a half inch casing will
Carry. That's the reason we drill a twelve end & qguarter
inch hole to begin with. It's to carry the volumes of
coalbed methane that may be produced out of that hole,

McGLOTHLINI 1s it not typical in the industry to have a
production casing going all the way down to the strata of
which the gas, the coalbed Bethane, will be fracked?

HORGAN: The strata from which the coalbed methane will be
produced during that phase runs from this point == from
the #) seam, basically all the wWay up to our coal
pProtection strean,

MCOLOTMLING  Is this & way to defer eXpenses by not having
to frack at several different locations within the
rubbled out area or below the Jaw Bone sean?

HOROAM: No, it ilen't, wWe have never atteapted fracking

of aultiple seams at this time. It hae been an econecalic

LT ]




10
"
i?
13
"
18
1
17
i

n

2

decision. We are studying that and cur concern 18 we
don't koow that there's asything under it. Our concern,
nuaber one, is for the mine's safety and protecticn of
miners operating underground in the design of sny well
that would be dona. This design is entirely to allow
free [low of large, large voluses of coalbed methane cat
of this during the pericd per say three or four meonths
immediately after the longwall goes through. We have
seen flows coming out of one of these holes in that timas
period of three to four ponths imsediately after at 8 and
9 million cubic feet a day. That's the reason for the
twolve and a quarter inch hole. And it's coming out of
all of those varicus seams that are along that area. If
there was & casing in place it couldn't get to the bore

hole.

MR, McGLOTHMLIN: Could you anticipate at some point in the

HR .

HMH

future that the strata fracke higher than ths Jaw Bone or
above the Tiller to the subsidence and that gas not get
into the water streas?

MORGAN! Wa have never seen that occur in any of our
mining. I have been in Jaw Bone mines over areas that
have been longwalled at our mining operation and there
have been no methane problems associated with any of
those mines over the longwall panel.

HedLOTHLING  put Lt could happen?
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MORGAN: Very inconceivable, 1 think.

HMcOGLOTHLIN: Dut it could happenT

MORCAM: In my professional opinien, no.

McOLOTHLIN: You paid it was inconceivable, but it coculd
happen?

MORGAN: If you talk infinite probabilitiss, anything 1is
posgible. BDut sy best engineering judgement and ny bast
underatanding of the geology and the strata of the

mining process 1s it will not happen.

« McGLOTHLINI Thank you.

(Mr. Jonee continues.) Mr. Morgan, you have a chart that
you were golng to put up, you can give me back that book
and == Mr, Arrington is going to hand out those coples to
the Roard members.

JOMBS: Mr. Chairman, this is an exhibit that is not in
our book, To keep our order correct, if we could give
this Exhibit 17=A,

(Chart marked as Exhibit 17=A.)
(Mr, Jonea continues.) Mr, Morgan, you have before you
what's been introduced ae Exhibit 17=A. If you could
identity that and explain what that chart is?
What I've done here is 1 have taken the Northeast 6
longwall unit and I have shown the projection production,
I'm talking recoverable coalbed methane production, out

of that unit during it'e life and going bDeyond that

(1)
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through the sealed gob preoducticn time frame. The green
Ares depicted on this chart, the chart shows in years
from zero to fifteen, the =--

The horizonal axis of the chart is years, is that
correct?

That's right, from zero to fifteen. The vertical axis
flow in thousand cubic feet per day. That unit which
contsins three ventilation holes thst ware drilled and
fractured into the Pocahontas #) seam prier to slning, we
would anticipate the production from that showing in
green on this chart. Wwhat this would reflect is that if
we started in production =-- and when I speak of produc-
tion I'e talking of pipeline type production, not just
vented == but we start in production say early next year
and the fracks would be producing at the rates I've
mentioned, the average rates of 8% MCFD == 85,000 cubic
[eel per day =- that would continue to produce until the
longwall operations starting cutting through the frac-
tures. I show the first hole dropping off here, then the
second hole dropping off, and then the third hole
dropping off. Dut prior to getting to that point we
would do the horizonal or short hole drilling as we
referred to. The production from that horizonal drilling
ig depicted here In orange. We would drill the horizonal

holes over a period of about a month. We would have
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about six months of producticn while the other side i
being developed. Then the lengwall mining would start
and the horizonal hole production would gradcally drop
off to pothing at the end of the mining. Whan wa're
toward the middle of that pansl]l we would start picking up
pome ==

MR, EVANDB: Excusge Bs. This graft that wa're looking at
here, when you're talking about the three vertical holes
producing and then your short holes producing, ars those
cumulative?

HR. MORGAM: Thoss are cusulative. In othsr words, this line
right here ia the cusulative production line.

MR. EVANG: Thank you, That's all I needed to know.

A. {The witnees continues.) So the horizonal hole picks up.
It diops off toward the middle. The blue or the active
gob production as included in our application today ccaes
on. Thie would build. 1In this panel we're showing about
a 500,000 cubic feet per day active gob production. This
would continue until this point five years from now whan
wo would propose to seal the area after mining. At that
point the sethane becosmes more enriched, our production
picks up somewhat. And we're showing this as just a
steady decline for the next ten yeara, ths preductiocn
nuebers asgociated with this chart. The green represents

apout 140 millicon cubic feet of methane production. The
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orange represents about 77 or the ghort hole repressnts
sbout 77 million cubic feet of producticm. The blus or
the active gob repressnts 639 million cuble feet of
production. The yellow or the sealed gob represents 912
million cubic feet of producticn. I'd like to point out
here, if you locok at this, the Oakwood field rules ware
developed on the basis of production from the green area.
And there you see the reascn why we are asking for
gomathing different. The Oakwood field rules were not
developed for the sajority of the coalbed methans which
wa intend to produce. This green represents 16 percent
of that first five years of production. It only repre-
sents 8 percent of the total production from that area,

MR. JONEA: That you, Mr. Horgan, That's all ths questions I
have of this witness,

MR, CIAIRMAYN: Any questions, members of the Board?

(Witness ptands aside.)
MH, JONEA: 1'd like to call Mr. Kennedy.

CLERK: (Owaarse wWitnesps.)

FLINT FENHMEDY

a witness who, after having been duly sworn, was exasined and

teatified ao followai
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Would you atate your nase, please?

rlint Eesnnedy.

And what 18 your addresa?

4000 Brownsville Road, Library, Pennsylvania.

By whoms are you esployed?

coneclidation Coal Coapany.

what's your position with Consolidation Coal Cocmpany?
Vica-president research and development.

what are your respensibilities, Dr, Kennedy, insofar as
your position with Consol?

I'm responsible for all the RND activities for Consol
including coal geam degasification and controlling the
methane that ig liberated as a ccnseguence of mining.
what io your educational background?

I have a Bachelor‘s degree in chemistry with minore in
math and phyaics f(rom Texas Christian University and a
PhD in organic chemlatry (roa Rice Univerpity.

If you would, juet briefly give your work background.
I gpent twenty=five years in petro=chemicals [eed stock
upgrading and process development and that included
enhanced |[Inaudible.) recovery and I've been for the

last ten years in coal RND. 1'®m a sembear of tha advisory
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board for the Pittsburgh Coal Cooference and I serve ca &
variety of otber ccal relsted advisory cossittees
including the techaical advisory ccamittees for the
Penneylvania Ecergy Develcpment Autharity. I bold
fourteen patents and have published om & varisty of
chemical processes, ccal mining peeds, and utilizaticn of
coal in an environeentally acceptable mannsr. 1 serve oo
the industrial advisory bocard for the Departsent of
Chemical and Petroleuam Engineering at the University of
Fittaburgh.

Dr. Fennedy, v did you become involved in the Focahon-
Las Gas Partnership project?

Starting in the mid sevanties the amsunt of methans in
some of the Pittsburgh seam coal that we had in northern
Weat Virginia was a preblea. We adepted scme drilling
technology from Conoco and bagan to develop a horizonal
drilling apparatus so that we could control the drill bit
and it went forward, not only with respect with staying
in the middle of the seas, but staying cn the asmath that
we wanted to. We have perfected that technology to whare
we can drill a hole anywhare from 1,500 to 2,000 feest
from where the drilling rig is located. As a consequence
of the probless associated with liberating sethane from
the Focahcntas #) geam, the porosity is very low and a

norizenal hold does not cause enough geas to be liberated.
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fo we cocncluded that what we should do is drill wvertical
holas and then hydraulically stisulates them wery geatly
in comparison to how one stisulates for petroleus oil and
gas needs and see if that would work. That 1o the
technology that Mr. Morgan has been describing to you
when he talks about hydraulic stimulation or fracking of
the Pocahontas #) sean at Duchanan mine.

Is your ressarch and development group responsible for
the production information that Mr. Morgan testified to?
That'se correct. We analyze it after it's been generated
at the sine site.

For what time paricd has Consol scnitored production freoa
the vertical ventilation holes?

We began to ponitor the production [rea those vertical
ventilation holes starting with the wells we fracked in
1904,

And how is the production monitored?

Wo use an orifice monitoring devise to measure the
production.

And are you responsible for the analysis of these
productions?

We take the data and analyze it and communicate that back
to the appropriate people at the mine pite and goutharn
Appalachian headquarters,

What is the accuracy of your analytical procsss?
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it's roughly plus or minus Two percent.

JONES: 1 have no further gquesticns of this witnass.

CHAIRMAN| Any questions, seabere of the Board? ODr.
Kennedy, the inforsstion that was presented profile
that's up there in a color chart that Mr. Morgan jost
digcugsed, is that a result of ths research that your
group has done?

KENNEDY! That's correct. We provided all of the informa-
tion, the list. The horizonal hole technology is that
that we devised for proceeding with additional drainage.
And we take the measurements off of the active gobs as he
described and this is & projection from the sealed gas.
We've only recently sealed this set of panels and this
set of panels and are beginning to collect the data with
respoct to what we will expect,

CMAIRMAN: What length of time hss your sonitoring been
going on?

KEMNEDY! We started with the panel here with the first
wall we drilled in 1984. We had two that we put in place
and we've been monitoring since that time. As we add an
additional well, whather it'm a frack well or a gob well,
we put a monitoring device on it as scon as it begins to
produce gams.

CHAIRMAN: Thank you, Dr. Kennedy.

(Witness atands aside.)
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MO, MoCLAMMNAMAM: Our pnext witcess iz Rardasll Albksrt.

CLERE: (Owears witness.)

PANDALL M. ALGENT

A witnegs who, after having been duly sworn, was exasined and

teatified as follows:

RECT

M. MC 1
Q. Mr. Albert, would you please state your full nase for the
record?

A. My nama is Randall M. Albert.

Q. And your addresa?

A, 2801 Colossue Street, Blusfield, West Virginia.

Q. And by whoa are you esployed?

A. 1'm employed by Consolidation Cocal Company.

Q. And what is your position with Consolidation?

A. I'm the project manager of the Pocahontas Cas Partner=

ship.
Q. And your responsibilities and duties as Project sanager?
A I'm responsible for the over all ocperatiocn of Pocahontas
Gas project which 1s a joint venture with Consolidation

Coal Cospany and Conoco. 1 coordinate the supervision of
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all drilling, productica, snd gathering of cocalbed
methans gas in the Buchanan ¢l pine.

What 18 your educaticnal background?

I have a B8 degres in Blning enginsering through Virginis
Polytech Institute State University.

And do you hold any licenses in engineering?

Yee. I'm a regietered professional enginser in tha
Commonwealth of Virginia.

Could you give us your work background, please?

I1've been with Consol since July of 1980. I have primary
been involved in ventilation or degasification of
undarground coal mines over that eleven year time period.
Are you a member of any professional associstions?

Yes. I'm a mesber of the Soclety of Engineers.

Have you ever been qualified as an expert witnesss in
mining engineering before the Virginia Cas and 01l Board?
Yoa.

With regard to the units, the Mortheast longwall 1
through ten unite that we've been talking about here
today, what is the time frame within which the Pocahontas
Gag Fartnership plans to produce from the Northeast
unita? Thie im Exhibit D=1 to the application.

Ao Mr. Morgan pointed out and 1 will elaborate juat a

bit further, a due portion of this unit == the first two

panele are mined out and a good portion of the third
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panal is mined as well. The time period that we have tO

cosplete this mining and the productlon of this gas in
the active phase prior to sealing 18 about five years
time.

Yor the units that are in the south, for expmple, you
pay 1 and 2 are already mined out, then wa get to J
partially sined out. Units 4 and 3, would you have as
such time as you say, five years, to produce frem those
panels as you would frcm the 107

Mo, 1 wouldn't, It would progressively less as we Qo
north for the frack production =- progressively sare,
excige me, A8 we go to the north.

What dictates this time frase within which ycu can
produce gas from thess walle?

Primarily, the reason we have this progras ia for the
gafety of our mine operation to liberate this pathane.
That is what dictates the time period that we do have to
liberata it in.

What well spacing presently being esployed for the V\iis
that are drilled within the pools underlying the Rorth-
oast longwall 1 through 10 unita?

If you take the number of wells contained in the Morth=
eant unit it's twenty=-eight wells and divided that by the
total number of acreage. That comes out roughly 50

acreg. That is due to the fact, as I mentioned and it
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was also penticoed by Mr. Morgan, that a porticm of that
unit 1s mined cut. As & matter of record over the past
Eaven years we bBave tried to drill the frack wells eam
approximately an 83%0 to 1,200 to 1,600 foot spacing which
Qives you about & 213 to @ 33 acre spacing oz the frack
wells. We come back in and put the gob wells essentially
on an 830 by €00 spacing or about & 12 acre spacing.

Is that depicted on Exhibit 187

Yes, it is,

We don't have a slide on that, but that's Exhibit 18 in
the book. Can you explain how the additionsl wells are
drilled in connectiocn with your exlsting VVHs shown on
thia exhibit?

Yes. Ao you can see on your exhibit, for clarificatiocn,
the s0lld welle are the existing VViis holes that were
drilled as frack wells that we're proposing to convert te
CHX wello. The hollow dots or the un-solid dots are
additional gob wells that we will proposs to drill.
Again, the location of the gob wells are drilled based op
the pafely requiremente of the mine. It's as slaple as
that,

What kind of well spacing 18 than being proposed by the
application that you'we submitted for the Hortheast
longuwall panele?

Well, what we're subsitting is that we be allowed to
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drill additicnal == we be allowed to ccuvert the wells as
wa're showing and be allowed to drill additional wells as
CEH walle an opposed VVH wells. As Mr. Morgan stated,
thie ioa a dynamic situstion. We fse]l like we nesed the
flexibility to permit all the wells as coalbsd methane
and then be allowed to capture or vent the gas based on
the safety requirements of the mine. If we're not
allowed thia flexibility to drill additional wells as
coalbed methane wa're golng to end up wasting a tra-
moendous resource. The dynamice of the situation dictate
that all gas io not pipeline quality, but we do need the
flexibility to be able to capture all pipeline quality
gaoes avallable and unlese we are allowed a proposal such
ag thies it would be very difficult to do.

At what depth has gae production from the pools underly-
ing these unites been found?

We have encountered gas production in all seams below the
Tiller neam in this pool.

And what volume of methane do the coal seams below the
Tiller soam contain?

The coal seame contain from 230 to about 700 cubic feet
ol methane per ten. WNaturally, that increases as the
depth of the coal.

Can you explain the most spufficient and economic drainage

of the melhans gas by the wells to be converted?

T8




Yes. The welle, naturally, are drilled to saximize the
degasification of each longwall panel prior to aining.
The wells drain == it might be helpful if I come up freat
here and just show you. The fractures from these walls
extend in a northeastwardly trending ssmsth of about
north 33 to 60 degrees to the east, The wells drain in
concentric lipzoids around each fracture based on time,
We have mined through and mapped over thirty fractures
during this operstion. 8o we fesl 1ike we have a pretty
good handle on how thess things drain. Maturally, with
more time they would drain a larger area. We are

constrained by tise in the area as have mentioned.

What do you bellieve determines proper spacing for coalbed
methane wells in connection with the mine operation?
Well, the firet and foremost is thas time that you have
of drainage prior to mine through. ©Of course, mine
safety which ties into that is a prise concern. And then
the noreal reservolir engineering paraseters of par=

meabllity, the pressure, poroaity, and the absorpticn
characteristics of the coal,

Il thers 18 & low coal Parmeabllity reservolir will a

usaller spacing with more wells De necessary to effec=
tively and efficiently drain the area?

Yéem, Lhat inm very true.

Have you determined the coal Permeability within the
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unite that you've proposed in this applicatica and

notice the spacing necessary for thes walle within the
unitas?

Yes. Over the course of this progras we have dooe
nuserous step rate injection testes to determins and
Beasure the permsability of the Pocshontas #) gesm. That
has ranged anywhere from about .1 up to 10 millidarcies
of permsability.

Will the proposed program that you've submitted in thesze
particular epplications fit into other projected mine
plans where large gob areas will be formed?

Yes, It will.

Are the areas covered by the units within the Oakwood
coalbed gan field?

Yes, they are.

Why is an exception to the Oakwood field rule required
for frack production from the ccalbed methane wells that
are to be converted?

Well, one point ! want to make and as I've explained this
process to various people and the one that has coms out
ie soBe people didn't realize that all of the wells that
we're agking you to convert are existing wells. They're
in the ground today. We don't have ths ability to move
them around to fit inside of the 80 acre units. Bo first

and foremost we're asking for this plan to kind of




grandfather our existing wells into place without having
to come before the Board time after time for location
exceptions and increased density hearings. Again, time
{e & hugh factor. This plan is all before five years of
eining will take place, 00 we don't have tomorrow to get
this done. We've got [ive years or the gas is going to
be wasted. We have to continue the degasification of our
underground mine and firet and foremost we nesd an
exception to the Oakwood field rules because the 80 acres
do not conform to our mine plan.

With regard to Exhibits 19, 20, 21, and 21, can you
explain why the existing wells don't conform to the
oakwood field rules or the mine plan that you've desvelop=-
ed?

Yes. As you can see, Exhibit 19, 20 and 21 are a
depiction of the longwall units overlain by the 80 acre
field unite. As you can ses, what we have done is taken
the welle that we're asking to be converted plus wells
that we know will have to be drilled in the future and
phown what each unit would have in those. AS you can
gee, ¥you run into situations where you have five and six
woelle on one unit and then in the adjacent unit you may
only have one or two welles in. We don't feel like that
o the most equitable protection of correlative rights.

we foll like the panol by panel will do us a better job
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in the protecticn of correlative rights becazse of that
issus,

Are the wells spaced in a uniform pattarn if you lock at
them as thay're spaced in panal uaits as shown om
Exhibic 227

Yes, they are.

Ie this particular panel unit also reguired becatuse
you're dealing with areas where a portica of the mine ia
already == mining is already cospleted and a portion of
it len'tL?

That 1s true. If you will look back at Exhibit 19 aor 20,
@ither cne, you'll see that Cakwood unit W-215 and W-2é
overlay the area essentially =inad out by our first
Mortheant longwall panel. WwWell #3314 is the black dst
just off to the == it was a directicnally drilled hole,
#oc this 18 the spurface location. B0 ths bottoa cof the
hole is in the middle of the lcngwall panel. As you can
sew, we could produce gas out of well 314 under the
exiating Oakwood [leld rule pay only those royalty owners
in W=2%, ignoring the royalty owners in W-26, and be
perfectly legal under the existing Board order. Howevar,
a drainage of gas from W-26 would be cccurring.

Do the areas sought to b= gpaced in the manner in which
you've [iled the unit applications confors with Consocl's

Eine boundary?¥
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Yea, they do.

Is It your cpinicn that the spacing reguasted for sach of
the unite 18 necessary %o allow conformity with Consol's
mine boundariea?

Yan, it 1s.

What information do you have about the intrinsic reser-
Vvoir pressurs within the unit areas?

1'1]l confine post of my comaents to the Pocahocntas #)
gean becauce that 1s the area that I am personally
familiar with through the seven years of operation of
this program. The Pocahontas #) seam is ccnsldered in
regervolr engineering terms to be an under pressured
reservolr. The pressured rating is about .J) PBl per
foot. And on average the reservoir pressure is about
600 pounds.

[e the pressure in the unit sufficient to draw the
mothanes gas to the well bore?

Yes, 1t 1s. The reservolr is a saturated reservo.r, so
there has to be some de-watering done. And because it 1ip
an under pressured reservoir the hydrostatic pressure
would tend to hold the gas in place prior to de-water.
fio once some initial de-watering ie done, there is
sufficient pregsure to draw the methane to the well bars
once the bottom hole pressure is lowered.

in mome areas it ie difficult to ebtain methans produc-
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tion during the beginning life of the well. Is that the

case in the area of the proposed units?

Yes. As 1 just explained, it takes scme type of stimula-
tion progras and a lowering of the bottem bole pressure
and gome initial de-watering for the methanme to béglin to
flow to the well bore.

Your calculaticne for spacing and drainage, can you tasll
ug that those were based upon in determining how to
subsit this spplication and hew to drill additicnal wells
as you've proposed them?

The cocmson mesns of doing this -- I'm sure the Board has
gean, ia a typical lce=-therm curve. 1It's Just the gas
content versus pressure. Coal is not like an ordinary
reservolr. If you would think of an ordinary sandstone
L¥pe natural gas reservolr as a balloon that 1s fi1lled
with gam, coal 1p sore like a gponge where the methane
particles are absorbed onto the coal particles. Bacause
of that it takes an de-gorption process to remove the
gas. The fracture creates s channel for the gas to flow
and then the pressure draws it out into the fracture and
on to the well bore. Dut with any degasification or
removal of methane from the coal seas, time ig your
biggest factor, 1It takes a long period of de-gorpticn
for the coal to be degasified.

flave you measured gas de-sorption after the longwall
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ainer has been in & particular area?

Yes, we have. A8 part of cur progras cver the past saven
years we have put our cdsgasificatiocon wells in place and
then gone back and tried to gquantify bhow much gas has
been removed through de-sorpticn tests in varicus places
of the mine. Those numbers tell us that up to 60 percent
of the gas was remcved via the frack welle as compared to

the original reservelr numbers.
And within what kind of tise pericd ware those tests

donae?

All the wells that we have have never had more than a
three year life. Bo they were frem cons to three ysars.
Does this actual production data that you've acqguired
over this time pericd as well as the de-porpticn Beasure-
eents that you've acquired support the proposed units as
submitted by your application?

Yeo. We certainly think it does. As I touched briefly
on, we have the gas recovery percentages that we have
acquired through Dr. Kennedy's group through seven years
of ressarch., Wwe have taken our nusbers, as Mr. Morgan
did, and extrapolated those out fros the actual nusbers
out to fifteen years. We've shown the benefits to the
royalty owners, the protection of correlative rights, and
wo (eel It's a falr and egquitable plan.

Do you bellieve that the wells that are shown on Exhibit B
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that's attached to your spplicatica will effectively
drain the reservoir's psethane gas reserves within the
time¢ frame that's dictated by Comsol‘s aine plan which
ranges from six sonths to five years through the life of
e#ach particular panel?

Yes, 1 do.

And how did you arrive at that conclusica?

Again, based on our seven yeare of actual operatiocn aad
the attending ongoing research progras that we have had
with this degasification progras.

What is currently being done with the coalbed methans gas
that's being prodoced by the Buchanan #1 mine?

The gas is currently vented to atmosphere.

Would the unit proposals that you've submitted minimize
the venting and wasting of this gas?

Yos, It would. The overall concept of this proposal 1is
to attespt to maximize threugh utilization of the Board's
rules a new technology to capture this methans which has
to date in the mining history been a safety hazard to our
workers. We feeol like this proposal will bs good for the
Commonwealth, will be good for the Board, and certainly
he good for our corporation.

And why do you believe it would be good for the Common-
wealth?

As everyone knowa, there is a severance tax based on
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coalbted pethane producticn. If we sust continue to wvent
this methane as a safety harard there will be financial
logses to the Ccmmcnwealth and to & county that des-
perataly neseds an expanded tax place.

Does this proposal aleo benefit the royalty owners who
are located within these units?

Yea, it does.

Would any of the royalty cwners receive proceeds if the
gas was vented?

No, they would not.

MeCLANMANAN: That's all the questicns I have for Mr.
Albare,

CHATRMAN: Any questions, members of the Board? Mr.
Albert, if I could take you to Exhibit 10 and make sure I
underatand. Your exhibit shows, among other things, the
production or short hole gas. I pee it's petered at thas
end of each longwall panel there in the maln entry.

ALDERT: Yean, slr.

CHAIRMAN. Ta& that intent to tie all of the production
Lack to the longwall unit?

ALBERT: Yes, sir. As you can see, the short hole
production 1o a perfect example of why it'as the proper
way to try to do this as we feel is on a panel basis, is
once the mining development has surrounded that panel
that longwall panel is an isolated £00 foot by 5,000 foot

a7
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bleck of coal. The short boles are drilled about 530
fesat into that &G0 feef and all of that gas is dralned
from that pansal. Any otbher sethod to try to taks care of
this without trying to tie it back to that area of pasmasl
being sined would be isproper. Bat certainly there's no
way you could take it on & grose 80 acre basis and be
equitable in the distributicn of that royalty.
MR. CHMAIRMAM: Thank you. Any other questicans of this
witness?T
(Witness stands asids.)
MR. CHAIRMAN: You may call your next witness.
ME., MCCLANMAHAN: 1°'d like to move the introduction of
Exhibite 18 through 22.
(Brief Exhibit A-1 == uniformity of spacing
marked as Exhibit 10.)
(Brief Exhibit A=-] =-- uniformity of spacing
marked as Exhibit 19.)
(Brief Exhibit A~) == uniformity of spacing
markesd as Exhibit 20.)
(Brief Exhibit A-4 -- uniformity of spacing
marked as Exhibit 21.)
(Mine Plan Degasification == Oakwood Field and
Additicnal Wells marked as Exhibit 21.)
HA. HMCCLANNAHANI Our nest witness ie Btan Graves.

CLERK: (Gwears witnesas.)




STANLEY L. CRAVES

A witpess who, after having been daly sworn, was examinsd and |

teaotified as follows:

DIRECT EXAWMINATION

BY MB. HoCLAMMAMAN ;

Q. Mr. Graves, would you please state your full name for
the record?

A. Gtanley L. Graves.

Q. And your nddresa?

A. 2125 Mickory Ridge Circle, Dirminghems, Alabama.

Q. And by whom are you employed?

A. Grayco Resources, 1101 Magnolia Avenus, Buite 407,
Direinghas, Alabama,

Q. And your position with Grayco?

A. Fresident.

3 And your responsibilities and duties as president of that
carporation?

A Technical consultant services and management.

Q. And what 1s your educational background?

A. I graduated from Auburn University in 1867 with a
Rachelor of Oclence in engineering.

Q. What ia your work background?

A In 1970 1 )oined Graves (Inaudible.) Company which is a
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Lthird gensratlicn well drilling ccepany 1lnvolved im energy
and environsental and oil and gas =-- or watar walls
involved and was made president in 1973 and served in
that capacity until 1909% where I sold the cospany in 1985
to Energ Incorporation who is the largest coalbed methane
producer in Alabama and stayed on until 1989 in that
capacity. In 1969 1 became vice-president for special
project davelopment for Energ Incorporation. Im 1990 I
lefr and formed Grayco Rssources.

By whom ware you esployed after graduating frem Auburn?

I worked for the Geological Survey and 01l and GCas Board
for the State of Alabams for three years.

And what was your position with the State 01l and Gas
Board?

1 wam a hydraulic engineer.

And what were your responsibilities with the State of
Alabama Oil and Oas Board when you served on it?

The staflf provided technical support to the Board and
regulatory oversight services.

Have you ever been involved with the drafting and
promsulgation of oil and gas regulations and rules?

I worked with the Board as an employee and then in the
early eighties the coalbed operators group in Alabama, I
served on the comaittee that developed the firat coalbed

2ethane rules for any state. We adopted those rules in
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1900, Those particular rules provided for ten tc 80 acre
spacing for welle in Alabasa. On that ccsmittes we had
Bining related people as well as conventional or more
traditional vertical bore hole degesificaticn coEpanies.
In what areas of the country have you worked in coalbed
methane davelopaent?

TO some extent I have worked both nationally and interna-
tionally. I've done some work for the Alberta Research
couneel in Canada in the Alberta Dasin, I worked in
Dackley, West Virginia several years ago in a coalbed
Bethane related project for a mine, 1in tha Valley Basin
here in Virginia recently in review of some activities
there for a client. I have production in Appalachia in
Washington County, Pennsylvania on conventional oil and
Uas. 1 have a working interest in that. And I have
oxtenslive experlence since 1979 in the Warrior Basin of
Alabama,

Ia the Dlack Warrior Dasin an extension of the Ap-
palachian Dagin?

Hot a geologist, but traditionally I think that's
consildered to be pomo what the sams. We have many of the
AAR® unites, the Pocahontas coal seam and the Marley Blue
Creek are considered to be somewhat gynonymous.

Are you a member of any professional appociatione?

Veo. 1'm a pember of the Alabama Geological Bociety,




ia
"
12
13
14
1]
L]
"

10

al

a

American Water Works, the Naticnal Cround Water Associa~
tion of which I'm a Doard meaber, Aserican Instituts of
Mining in Metallurgical Enginesrs, the Acburn University
mesearch Advisory Counsel. I've currently served con the
Gas Regearch Institute Project Advisors Croup in the
environsental area. Prior to that I have been & project
adviger on & long=term coalbed methana project at Rock
creek in Alabapa for the GRI. 1'm & Board mamber of the
coalbed Methane Association of Alabama, a member of the
GRI steering committes for the coalbed methane forum in
Alabasa, and I'm currently chairsan of the Alabama
Environmental Managesent Commisslon.

Have you written any articles or books on oll and gas
gsubjiecta?

1've written several articles in the 01l and Gas Journal
that wore published in 1989. I have published articles
ag principle investigator ocn several projects for CRI, as
well as an article for the Alabama Association of Water
Pollution and Control on coalbed methane development and

water disposal in Alabama.

HO, McCLAMNMAHAM: We would like to submit that Mr. Oraves is

an export witness in the area of coalbed methane develop-
ment,
{He. McClannahan continues.) 1In your oplinion, Nr.

Araves, what are the factores that determine proper
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spacing for & coalbed methans fleld in the Appalachian
Daain?

Well, I think it depends cn the type of use and then the
reservolr paraseters that Racdy indicated earlier of
permeability, reservolr pressurs, and gas saturaticn and
de-sorption rates priearily. And time is & major factor.
Coalbesd methane wells tend to be long life wells.

Have you reviewed Pocahcntas Gas Partnsrship's applica-
tions and Consclidation Coal Company's mine plan?

Yen, ma'am, 1 have,

And is it your opinion that the spacing requested for
each of the unite ls necessary to allow conformity with
Consol's mine boundarien?

Yeo, I do. And I think that's evidenced by the graph
upon the board.

With regard to reservoir pressure within the unit areas
ls it your opinion sleso that baesed on the under pressured
reservolr in this area that this particular spacing is
necessary to remove tha coalbed methans during a five
year timse period?

Yeao,

What amount of msethane released during mining opsrations
can be recovered during a coalbed degasification project?
it's going to depend on the reservolr characteristics and

obviously the spacing. It ranges f(rom JO percent to
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concelvably as high aa 7%. Trhere have Lesn scae docu-
Bented cases in Alabama for 7% if the degasificaticn
progras has begun many years in advance of the mining.
Based on the production information that has been
submitted by Mr. Morgan and Dr. Kennedy today, is it your
opinion that the wells as we've proposed thes ip our unit
applications will effectively drain the reservoir's
mathane gas ressrves within the time frase that's
dictated by ccneol's mine plan?

Yan,

And will the granting of the units application be in the
best interest of conservation, safety, preventica of
waste, and protsaction of correlativa righta?

Absolutely.

HCCLANMAMAN: Those are all the quastions I have for Mr.
Cravaa.

CHATRMAN: Any quecticns, members of the Board? Mr.
Graves, in your experience in Alabama hsve you had
giellar proposals and are you aware of any similar
handling of this type of activity in Alabama?

GRAVEBR: Ves. Alabeama has been involved, as you know,
since the early eighties in the actual production of
methana. We have scee 4,300 producing wells which
represent 30 percent of the total gas production in the

Atate. We are now above GBCT per month. BDut specifical-
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1¥ in the Jis Walter mines &, %, and 7 in the U. 5. Steel
Oak Grove mine cloger spacing is allowed simply becazsas |
it's a mining necessity. There becomes a tise and I've
gotten a call it sidnight, *I need a rig oo & location in
the marning.* That ususlly is done by unitizaticn im our
area, but the flexibility of the Alabasma rules do allow
for ten to B0 acre spacing.

CHAIRMAN: Ie& the method of tracking and distributing the
royalty interest similar to the proposal?

OGRAVES: Very aimilar to what I've seen of your regula-
tiona, yea.

CHAIRMANI: Are they similar to the proposal that the Board
hae before it today?

GRAVES: Yens, sir.

HCCLANMAMAN: Mr. Graves, in Alabasa isn't 1t trus that
all of the production that you see on the chart, for
exaEple, 1@ pald on a unit basis, 18 that right?

GRAVEG: If it's unitized.

McCLANMAMAM: Right.

GRAVES: Yea, if the Board approves unitization that ias
correct, but it's not necessary to unitize. Dut people
traditionally do to avoid the number of Board hearings
for exceptional locations.

MABON; Dut we don't have unitization im Virginia.

MeCLANMAIIAN: Right, abpolutely. T just wanted to make it
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clear when he said it was done sisilarly that it's pot
axactly the sase because Alabams has caitization and we
don't. '

MASON| Let e ask one more question. Of the 4,100 walls
that you have in Alabama, how many of those are involved
in an active sining area?

GRAVED: All of the Jim Walters producticon. They hava
four mineas. I mentioned three, but they actually have
four mines, All of their wells are involved around
active Bining programs. And the U. 5. Stesl Oak Crove
mine, all of those mines are involved --

MABOM: I pean, are we talking about half of them, a third
of thea?

GRAVES: Wall, now, it wouldn't be that many because
there's probably 600,000 acres that's been developed and
maybe 80,000 acres in an active aine plan.

CHAIRMAN: Do you believe that the drainage characterias=-
tice that you've reviewed in this plan, and you did state
yi'u had reviewed those, are they similar to the years of
oxperiencs that you've oeen in Alabama from dralnage
characteristice?

ORAVESD: Yes. In fact, the frack direction is very
identical =- almost identical. Our's is 60 degrees and
thie ies between %% and 60. 0o even the direction of

frack, the perseabilities are very similar. We Tun == in
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some of the sweel spolo we pay be a little hlgher pers in
Alabams than you have hare, but we'll run from ona to
twenty=five millidarcies as oppossd to cne=-tenth to ten
millidarcies. BDut certainly, we're in the sase order of

pagnitude.

MR. CHAIRMAN: And you believe that that history that you've

MR,

HR .

HH .

had there supports the capturing and tracking ol the
production by a longwall panal. I know you said unite
there, but do you believe that your experience shows

that that's a == in your professional cpinion is that the

baat way to track production?

ORAVEB: Yes, I do. Once again, I'11 refer to that. I

belisve If you don't, the mining safety requirsamsnta =--
and that's how wa got started in Alabama, tco, I would
point out, That the [irat coalbed methane wells drilled
in Alabama were drilled around the Oak Grove mine which I
drilled for thes as part of the research teas in 1973%.

If you don't do thie the time will not sieply allew you
through conventional vertical bore hole to drain it and
the mine requirements will then require that the miner
muot ventilate It and you're going to waste that portion

of the gas.

CHMAIRMAN: AnY other gquestions?

(Witnees atands aeide.)

CHAIRMAN: Do you have any other witnessea?
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M3, HCCLANMAMANG Ko, we don't.

MR, JONES: do further witnesses, Wr. Chairsan.

HMR. CHAIRMAM: We will break for lunch and just remind
everyone that we won't be discussing anything during
lunch. We'll try to reconvens arcund 1:10.

(AFTER THE LUNCHEOW RECEDS, THE HEARING CONTINUED AS

FOLLOWE | )

MR, CHAIFRMAN: We're back in session.

HR. JOWNEDiI Mr. Chairman, sesbers of the Board, we have
concluded our evidence and I know that the Board has a
heavy docket. 80 we'll be glead to answer any gQuestions,
any of our witnesses will be glad to answer any questions
to try to clear up any areas that we have failed to make
ourselves clear on. But other than that, we leave it to
the hoard to ask us.

HR. CHAIRMAN: Any questions, pemberas of the Board?

M. MALBON: Yes, oir. You can address these, whomever you
would, According to what I've seen, apparently the
Northeast longwall paneles 4 through 10 has not had any
substantial amount of mining done on thes, is that
CoOrrect?

Hh. JONEG: This i@ carrect.

Hi. HMABON: 0o they haven't been mined. And you plan on
producing these areas through fractured welle prior to

having thes actively mined?
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JOMEO: That's correct.

. MABOM: I°'d like to ask your geologist, are you fasiliar

with the geological information that was furnished in the
adoption of the Cakwood field?

CARMODY: 1 read through it. WwWas it the ones that OXY
precented?

MABON: Uh=huh.

CARMODY: Yes.

MABOM: What's the difference between the data that we
used to pupport the 00 acre spacing for those fleld rules
from the conditions that will exist in the pre-mined
areas of these gob == of this area?

CARMODY: All 1 can address to on that, Mr. Masom, is that
wo're talking about the same basic geologic scenario.

The coal seams are the same. We might have a few more
nases for them, but other than that I did not detail
that. [ just read that section.

MADOM) What troubles me, of course, ie the fact that we
have made an enormous number of decisions and things
baged on a decieion or a conclusion of this Doard that Bo
acres was the proper drainage area for the adoption of
unite in this ODakwood [leld. wWhat we've got here as to
pre=mined conditions appear to se, based on the evidence,
are ldontical to the decision that we made in that

reagard. I guess I have a problem with paying that 80




acres 18 right for everybody else, but if you're Baving a
mine through then it's not right. That put's Gs, in sy
mind, into a dilemsa which seriously questions ths
validity of the basis upon which we adopted ths ODakwood
rules and I'd like for scmsbody to clarify that.

MA. McCLANHAILAMN: 1 think Randy Albert is probably the person
who needs to address this question.

MR. MASON: T mean, I understand that there are econoaic
considerations, msine plan considerstions,. and other
things involved external to the conclusion. But it was
underatanding that the Cakwood rules == the 80 acres was
doveloped on the basis of drainage pattern. And I can‘'t
oes Lhat anyone has pointed out to me that there's any
difference in that in this case.

MR. ALDERT: Mr. Mason, if 1 might, take you back to the
Oakwood testimony, In no way are wa trying to dispute
that 80 acres is the proper drainage area for a coalbed
methane well that has twenty years of drainage as
testified to in the Oakwood testimony. What we're bring
bafore you today are wells that have less than five yearas
of production life. I will say that in By professional
opinion that B0 acres is not the proper drainage area for
A woll that only has five years ==~ less than five years
life. Even the Dakwood testimony would support that. 8o

I don't think we're doing anything that's contrary to




the Cakwood testimony that was presented inm April of
1900.

MR. MASON: Well, these panels are larger than B0 acres.

HR. ALBERT: Yes, oir, but there's more than one well per
panel.

MR. MABON: You're tellino me thay're not in ths pre-alne
area, from what I could tell. Scse of thes there are and
somse of them there aren‘t. I understand -- basically I
divide this up into different problem aresas. And the
primary focus that I heave is that I don't understand why
in the pre-mine area that we don't have identically the
same oituation that we have in the regular Cakwood field,
I moan, in terss of wells, nuaber of wells. I guess I
can't get beyond that.

MR. ALBERT: Mr. Mason, time is the factor. One well as shown
in the Oakwood testimony will drain 80 acres in twenty
years. If you would look at the curves fros the Oakwood
teatimony, It takes more than one well to drain that in a
legper time and that io what we have tried to bring out
here today. That is it proper, we feel, to do it on a
longwall panel basie for the frack wells because that is
what we are trying to drain. Each panel ip drilled so
that Lf there ie any drainage from outsids of that pansl
area It's compensated by the fact that each panel has

wella in It, that we are draining each panal.
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MAOOM: Well, I think that's probably true cnce you start

the active gob, but I'ms talking about before that.
ALDBERT: I am as well.

+ MABON: I sean, sany of thess unitas as I saw on these

BApo, some of them don't have any wells in thes at all
and scse have one and some have multiple wells.

MORGAN: That 1s the basic prebles with trying to fit our
Bine planning with the locaticn where wa had to drill
these welle to fit the mins plan, is the inequity of one
unit having cne well and another unit having five wells
and the people in this one unit Getting production out of
five wellas while this unit gets production out of one
woll and those wells are basically producing the pame
amount of gas each, Wa're trying to apply that 80 acre
Bcenario to that mine plan, And as these welle are
already exioting, it means that the pecple in this B0
acre unit and as I teetified the average production out
of a frack in that 00 acre unit is about 8%,000 cubie
feet per day, right beside of it would be another 80 acre
unit. And if you neglect the cost of the wells or
however you might have to do in the forced pooling
application to satisfy the Doard for a forced pooling 1if
it was necessary, the production alone out of that 80
ACTe unit with those three wells would be triple the

production out of the othar 80 acre unit, The production
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would ot be eguitable under that 80 acre scenario with
the nuabsr of wells that we've had to drill abead of
mining to drain the gas within the time frase allowed,

Ap far as the size of the unit, it's pot the size of the
unit that's giving us the problems. We've got allowances
to come in for increass density under the OCakwocod field
which there was no other alternative available, it would |
have to do for all these othsr wells, but it's the shape
of it and the way 1t conforms during our sine drainage
scenario. We think that panel by panesl bettear fits the
drainage from that pansl, particularly when you look at
the short hole production which is limited to that panel
than when you lock at the gob production which 1s limited
to that panel, we think It much better fits the drainage.

HASOM: 1 understand that and I accept that or at least
that premise as fer as once the active gob starts or the
ehort hole production. I understand that. I just have a
probles in why it's different when it's unsined. I
underatand what you're saying. Lst e ask you this, if I
EayY. Can 1 continus?®

CHAIRMAN: Yeuo.

MABON: Ppack to this map that I talked about earlivr, as I
understand, like unit B8=2) ==

CHAIRMAN: Which sxhiblt are you referring to?

HABON: 1's looking at Exhibit 2. One of the things that
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troubles se abocut that is 1f we paks that estire == I

guess that's your unit #10, is that correct?

MR. MORGAM: Yes, that's correct.

MR,

HRA

WASON: One unit for purposes here, in effect, you would
be able to force pool evarything in that unit, is that
correct?

MORCAN: That'®e truas.

MASON: The effect of that on this Oakwood unit would be
that you could force pool that unit without owming a
sinc’ » parcentage of interest in that unit. The effect
of changing the scope of the size of the unit has the
collateral effect of allowing you to force pool and the
percentages required to do that are vastly altered by
thie. And the larger the units are, if you follow the
pape percentages, the more number of pecple that would be
effected by that, isn't that correct?

MORGAN! For that particular unit, that is == that scunds
right 4f 1 undarstand what you are saying. But let me
gay this. The fact ig that there 1s a well existing of
vWH at this time, existing in that unit. And that arsa
will be pined and that gas will be liberated. We're just
nisply seeking a way to put that gas iu a pipeline ap
opposed to throwing it into the atmosphars.

MASOM: I understand that. TYocus again == look at B-213.

You end up == potentially there ia & royalty owmer out
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there that's got half of the unit. In T=-22, in U=-2)3,
you‘ve gotl a situation where there are pecple that owm
part unite in this Oakwood field who are effected by
these other unite. Wwhat could they do with thoss units

after this?

MR. ALRERT! That line would stop there because that is a mine

boundary betwsen Consocl's Buchanan #1 mine and Island
Craek Beatrice mine. 8o the fact of the reality is the
royalty owners of B8-22, the western portion of that that
wa're leaving out, that gas has been liberated by a
sining process and is gone. It would not be proper for
us to bring that to the unit boundary in that case
because, like I say, It is & nature mine boundary between

ueg and leland Creek.

HR. MAGOM| I waep looking at this Exhibit 2 which shows which

aroam you've got leased in yellow and it would indicate
that thie unit =31, that you don't have the oil and gas

lsase on that.

MR, ALDERT: That le correct. we do have the Pocahontas @)

geam leaned on that, though, 0o we do have a claim to
coalbed methane.
MARON: That's not the point. The point is that, for
instance, If & court should find that the oil and gas
legsee had the right to the gas in that unit, then you,

in effect, have taken half of that unit away.
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ALBERT: Ho.

MABON: Ho?

ALBERT! MNo. Agein, that half of the unit was undermined
or that coal =-- the ) gean was mined by lsland Cresk. It
wag gecond pined sc that a gob was created. That was
done, 1f By recollection is correct, over twenty yearas
by Island Creak. In all likelihocod that gas is liberat-
ad.

MR, MASOM: 1 guess the whole problem is where you split these

unite. The potential for having that occur exists.

MR, ALDERT: And If I could draw youl attenticn to the

northern boundary line there, that is why we went to the
00 acre boundary. Anywhere there wasn't a natural ==
determine it like a mine boundary between us and Island
Creek, We went to the 80 acre boundary to try to protect
the correlative rights of thoee individuals that had a
gao interest in that unit and that was the reascn for
doing that. Bo In every case possible we try to go to
the B0 acre boundary for that very reason.

MADGM: Let me ask you another guestion. On these
longwall unite where you've got these after this is, in
fact, into the active gob areus, do you think == I gQuess
this would be addressed to one of your geology people.
Won't these gob areas actually draw gasg from the adjolin-

ing uneined areana?
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. ' MR. ALBRERT: Are you addressing the last panel i the oaTth?
| wn. masOoN: Any cf them. In other words, basically you've got

? an ares that's been pined agalnst an area that's not

4 pined.

S| wm. wopGAM: We addressed thio sane thing in our DUMN] and

e pUas-2 applications and the rational for potabliabhing

£ the boarders of those gob units which is sisply -- the

. only difference being that it was sealed from other parts
9

of the mine. Wwhen we mined adjacant to the Beatrice mine

v that Mr. Albert referred to =-- if I say utilize the map

heres to point out, when we sined in our BUNN]1 unit

1 adjacent to the Beatrice mine which was located at the
. " northwestern boundary of our Buchanan #1 cparaticn, we

\ oxpected to ses what you're talking about. We thought we

8 would not have as much as gas whan we mine there. But

i poatrice had mined and had pillared and created a gob

L sone in that ares to drain that. In fact, when we mined

\» this, the DUNNM=1 area, when we mined areas 3, 6 and 7 we

““ Aid not ses any reduction in Qas contant coming into our

- gob as a result of the gob that had been created adjacent

I'" to Lt some twanty years before. We do not think there 18

a the dArainage of any significant potential outslide of that

n“ mine panel gob area.

#| .u GRAVES: Wr. Mason, that can be confirmed by a number of

e |

atudles in Alabama in the Warrior Basin on similar
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permeability coals. Because of the under pressured
reservoir the sethane molecule 18 pretiy wall locked in
and unless there is scaething to enhance Bovemant, 19, &
presgure seam, 1t's probably not golng Lo BOve. We had a
test fisld of approximately one mile square that has been
produced since 1975, roughly an 80 acre spacing. We wentl
1,000 feet outside the boundary of that field and
seasured in place gas concentrations of the coal and
found that it had no effect after ten oOr twelve years of
active degasificstion. BSo I think the physics of the
situation protect it fros the problea that you'rs
digcuselng.

MABON: that's assuming that the active gob area sajntaine
the hydraulic and pressure levels that the adjoining
areas have, ign't that correct?

GRAVEG: Well, 1 don't think the active gob 18 going to
last thet long. 1t's going to be for a very short period
of time,.

MASON: Well, I understand that, but 1 Sean aven the
gealed gob is the same?

GRAVES: Yeah., But for the methane to migrate you're
going to have to have a pressure aink of some kind.

MABOM: Right. That's what you said sarlier, that ons of
things that makes it move and makes it release from the

coal Lo either the water tables are dropped and lowers
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the hydraulic pressure or the actual atscspheric pressure
or whatesver 1s reduced and that creatss the vacuum that
causes the draw, is that correct?

HR. GRAVES: The gas exists under scae pressure in the
reservoir iteelf. And you creste a low pressure event
around the well bore or in the gob and that creates ths
migration and depending on the permeability is the
distances as to how far it will sigrate. Perssablility
and pressure are the determining factors.

MR, MABON: One of the things that really troubles me about
this is that it was may understanding that the whole
reagon that we had moved to == or people adopt field
rules and standard unite is this concept that having a
field full of regularly shaped equal sized units, we all
know that the patterns of drainage are hard to predict
and so forth. And the theory, as I understand it, is
that by drawing up a field of regularly spaced units the
theory ile that well, you might loss a little to one unit,
but you gain a little to the other. And by having equal
@ited unite that you create a state of equality among the
people in a given oll and gae bearing area. Why do you
believe that doing these irregular shapes based on these
longwall panela is really not a step backwards ineteed of
a etep l[orward in dealing with this issua?

MR. ALBERT: | thought that the testimony that we had given




todasy, and 1 have scee sdditicnsl cusbers ca your
Previous question, had shown that this was a proper
drainage area based on the time that we had to deal with.
We waren't talking with twenty years. In additica, I
feel like we have tried to keep it regular chaped whare
drainage testimony would gupport going to the 00 acre
line. wWe did that. 1If I could back up just a bit eon
¥Your previous question on the active gob and resind you
that the nusbers we have given you today are seven years
of actual =-- come from seven years of actual production
and the research with those numberas, And on your active
gob queation, sort of & number that comes to mind that
kind of just proves the 1des you've had there to a
certain extent, 1s that iIf what you're saying is true and
that each time we mine the panel we should see succes-
gilvely more and more gas from the previous panel, in this
area that didn't happen. As we came south we actually
gaw olightly leos gas on each panel than before. 8o the
total amount of gas -- and I'®s not talking about the
total amount of gas that we drain =- it was feirly
constant through there. It wasn't like that when we
Bined one panel then we got to the next panel that it
kept contributing froa the adjacent panel. And likewinoe,
wo've saw nho pre-dralnage as we got into the next panal.

Like I say, it was fairly constant, slightly less froas
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the total liberatics polnt because as we got isto this
sost southern area we had pre-drained scme of that gas
off ahead of mining. 5o as & rule, what we bBave seen is

constant gas in gchb areas.

ME. MASBCM: TYou don't gee any unsarked increase in gas

production or dralnsge fros the sdjoining areas as the
gcb area increases?

ALBERT: That is absolutely correct.

MR, MORGAN: Mr, Mascn, to address your questica apd rightful-

1y so when you establish the Oakwoed field rules, regular
chape abgent & mine plan, a regular shape as you estab-
lished with the Oakwood fileld rule is about the best
thing y5u can do aboent a mine plan. In this situation
we have a mine plan in place. We have an active mine in
operation. And we can establish better boundaries which
better it the mine plan than those regular shapes. We
are not gaying that the Oakwood field rules are no good
for Buchanan County. That 18 not our contentlon. We
will in all likelihood drill some wells with tha Oakwood
field rules that are welled out ahead of mining. But in
the short term cperaticons as wé have hare whare our
apacing has to be so close and where we have & mine plan
that we are firms about that is in place and being done,
we [rel that better boundaries can be established that

better protects the correlative rights and bettar covera
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MR. MASON: MNothing has been gtated teday about how you

MR. ALBERT: Mr. Mason, each well will be metered individual-

MASON: Ho. I was wondering, within this larger ares if

MORGAN: Mr. Mason, 1 think I understand your question.

the drainage frem those areas than the 00 acre units chas
wWere establiaohesd. i

Froposs to allocate productiecn to acy of these walls
frem within these penels. If, in fact, any of these
wells had different royalty owmers, how do you all
Propose to allocate production or inccme and expanses to

the various wells?

ly. The one pay meter that the division orders will done
from will be done on & unit Lasis. 80 the allocation
will be only the discrepancy between the well meter and
the pay meter. Likes in any other proposal that we've
brought before the Board, we'l] take our division back to
net surface acreage for each mineral cwnar contalned
within that unit. If I understocd your question correct=
ly. to ay knowledge we don't have a situation where we
have different royalty owners within each wall, if that's

what you were getiing at.
¥you have any situations or ig it possible that in a
Bltuation where a different wall bore within the sase

panel would have different royalty owmera?

Our intentien here would be to distribute all preducticn
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out of that unit equally regardless of which of the thres
wells it occurred from if there were three wells in that
unit. We would take the total production out of unit,
including the horizonal production and including the gob
preduction, and the reason we want to do it that way and
the reason we stretched this unit cut for the gob
production is you may choose either of those three welles
if there happens to be three walle to produce that gob.
We would take totel producticn cut of that unit and
distribute that on s net acreage basis.

HR. MAEON: That's exactly the point I'm trying to make. IC
@eems Lo pe that you've got & number of bores within
thie longwall panel and you might have different royalty
ownare potentially owning an interest in each one of
those bores. There's nothing in this petition that would
indicate batween them how you might allocate production
If you meter the gas for the entire panel at ones point.
1'®m curious as to how that would be done because obvicus-
ly, the people that might have an intarest or the
companien would want to know what == and that would be
greatly effected by having these large unites having
pultiple wells as opposed to the Oakwood rules which we
would anticipate at least one well and possible more. I
understand that. BDut still there would be less == I

can't articulate what I'm trying to say. I'm just
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curicus as to how you == but you all aaticipats om doieg
it just on a straight proporticoste basis.

MOBCAN: Fros the total predaction out of that umit. And
again, we're kicking in the horizonal gas and wa're
kicking in == or the ghort hole as sose refer to if, and
we're kicking in the gob. The reascn for doi: that 1s
that is stretched cut over the entire pansl. We see Chat
as the only equitable way to do that, is to distribute
that on the total panel basis.

McCLAMNANMAN: And that prevents another unfalr situaticn
that could occur if you were on an 80 scre basis where
you just pick the well where you're the oanly royalty
owner in the panal. You're draining gas fros an entire
panel, but paying the guy who's in the 80 acre unit.

MAZON; Maybe 1 missed it, but I don't think thare's
anywhere in this application addresses that lssue.

McCLANHMAIAM: Well, paysent allocation ig reslly addressed
in the forced pooling situation.

MAECH: 1 understand that, but I'm more interested in
terms of == not such such payment allocation, but I would
say there would be production. 1In other words, do you
all deem the production to be on an equal basis for all
bores produced within the single panel? Is that what
you're telling me?

JOMES: 1 think that'es what we're telling you.

1
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MCCLANMAHAM Right.

JOMES: ©n esurface screage cwnership scee type of prora-
tion cn that basis.

HCCLANMAHAN Right. I think Mr. Albert is the cnes who
tectified to this earlier, that it's an alithical
drainage pattern on the panel basis and there's no
communication between esach panel, but that there is
communication within the panel itself. And that's why
it's msore falr to pay or to allocate.

MABCH: Right. 1I'm just trying to understand. I don't
have anymore questions. Thank you.

+ CHAIRMAN: Thank you, Mr. Meson, Any other questions,

seabers of the Doard? while they'‘re thinking, I'll ask
one. It's By understanding that this proposal is for the
mine plan area only, is that correct?

JONEG: ‘That is correct,

HECLANNAILANT Correct.

MABON: Let me agk one more question, if I Bay. This 1is
BOre In the nature if =-- it's sort of a question I would
hate to anewer. Obviously, you've got a situation here
in which a lot of theae wells were created prior to this
Doard coming into existence, these Cakwood rules, as I
understand it. I guess I'®m curious as to in the future,
if we adopt this plan or this rule or these exceptions

are wo dolng It based upon a concept of wall, we ecan
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continue to do this ard continue to have sxcepticnas or is
it somsthing that =-- gomecne mentioned the idea of being
grandfathered in. 1 have scme serious concerns about ==
1 have this vision of these fleld rules and the way this
should all taka place and scae senss of future and
progressing into a sore orderly way of doing things. I
guess what I'®s looking for is is this scsething tha=
we're going to see time and again with respect to wells
drilled after the Oakwood rules or are we talking about
soeething that's only going to exist with things that are

happening now or can you even answer that?

MR, ALDERT: I will attempt to give 1t my best shot. MNr.

Mason, what we gse, this being the appropriate scenario,
is in arsas that mining is occurring where & mine plan is
on file. Certainly, areas that are outside of a mine
plan aren we think that it would be proper to stay on the
00 acre spacing. MNowever, in the area where we have
pining occurring and a mine plan is on file with the
Divielon, wa think thie is the proper way to do it.
That's not to say that this scenario would preclude any
other type of scenario that may come before the Board. I
think there has to be =-- the Board has to glve the
operators the flexibility to be able to handle thesse
situations, And what we have before you is one proposal

at least that allows us the flexibility that we need. 0o
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1 wouldn't say that you won't see this similar type of
proposal agsin, but I think it will be == it will culy be
asked for in areas that mining is occurring asd that an

mine plan is on file with tha Stats.

MR, MORGAN: TIf I may add a little bit to Randy, from what we |

hava looked at we think that wa're probably looking at
something within a ten year mine plan. In other words,
if mining ie going te cccur less than ten yeara to whare
you don't have the proper drainage plat during sach tims,
that we need something different and whare we also feel
more comfortable with a ten year plan than trylng te go
out there and develop a plan for the whole entire mine
block, but where mining will occur less than ten years
into the future. And it is entirely in one of those
areas of the Buchanan #1 area that we'vs besn looking at
for potential drilling, to where we would probably do it
in conformance with the OCakwood rules, that's sore than

ten yearse ahead of our mine plans.

. CHATRMAM: Other questions, members of the Board? MNMr.

fiwarte, you indicated that you may have something to say.
AYARTE: 1'd like to ask mome questions of Mr. Graves, If
I might. Mr. Oraves, I'm Mark Owartz and I represent

OXY, UBA. T have a few questionas for you.
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STANLEY L. GRAVES

s witness who, after having previcusly sworn, was examined

and teotified as follows:

CROSS-EXANINATION

BY MRA. EWARTE:

Q.

It's oy understanding that your role was to testify as an
expert, that you reviewed the plans that are undsr
consideration today with regard to these units for the
purpose of offering your opinicn as to whether or not the
proposed units pet certaln standards isposed by law and
in practicing the industry. 1Is that pretty such your
role?

I think so, yes, sir.

Can you tell me when you were first contacted to par-
Licipate in this unit?

About ten days ago.

And who would have caontacted you?

Elizabeth McClannahan.

After that Initial contact did you receiva any informa-
tion from Me. McClannahan or anyone elsae?

Yen, 1 diad.

And what were you [urnished?

A package of the filing before this Board, as wall as
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gther production data.

And when you say the filing, can I assume that that's thes

application that's under considsration right now?
That's correct. Yes, sir, ths full group of four
applications.

All four that are on the docket today?

Yan, sir.

And pcme production data?l

You.

We paw a production chart today that was in varicus
colors, green and orange and yellow. Was that scsething
you received with the original matarials?

No, 1 did not.

Waeg that chart that we saw today scmething you par=
ticipated in7

Yon.

Dased on the production datas that you received, 1o that
chart an average or how does it fall within =-

I would puggest it would be an average. Mr. Morgan can
angwer that better than I can.

but it'e your recollection that that was probably an
average’?

Yoe, nmir,

When did you recelve these applications to review thea?

Within a day after Mas. McClannahan contacted me.




Other than the applicstion and the producticn dats, did
You receive or review any other saterials or inforsmatico
to help you reach the conclusicns that you have shared
with us today?

Yes, 1 diA.

What elese did you review?

Mine plans, well construction diagrams, geclogic data,
engineering data in terms of reservoir charscteristics.
Anything elses?

Hot that I can think of at the mcmaent.

Did someone provide you with a copy of the Virginia Gas
and Oi]1 *r~t for your consideration?

There wae a copy, 1 think, of the regulations in our
meeting which 1 reviewed Feriodicsally.

And when would that mesling have been?

Last week,

Were they regulaticns that you reviewsd or wers they the
ptatutea?

Probably both,

Do you know whether or not Virginia has a statute that
deals with the creation of the unite and field rules?

To my knowledge, yes, but not a statute on unitization.
Unitization ie not available as you understand it at this
time in thie Atate?

That is correct, as 1 understand it.
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The statute that is available and that we are presumably
talking about today, what consideratiocn, 1if asy, did you
give to the terms of that statute as they might apply to
the proposal that you've talked about today?

1 d4id not. I sieply reviewsd the technical sida.

8o you did not attespt o measure the proposal for the
creation of thase ten drilling units against the terms of
the Virginia statute and cose to conclusions as to
whether this proposal was consistent or inconsistent with
that atatute?

That ie correct, silr.

Do you know whether or not the Virginia statuts section
30 requires the Doard when reascnably possible to attespt
to create units in spacing of unifors size or unifors
shape?

1 could not testify to that, no.

Would you agres that the proposal that you have testified
with regard to today certainly does not have uniforms
gizes or uniform shapea?

I would agree to that.

Do you know whether or not in creating fleld rules and
Adrilling units this Board has an obligation to consider
and pass upon correlative rights issues?

Yes. 1'm sure it does.

What, 1f anything, did you do to consider the impact of
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thege ten dArilling units on correlative rights to access
whether or not the units were fair in design and concap-
tion from a correlative rights atandpoint?

peing sosewhat familiar with sining regulations and mine
gafety issues and having deslt in eimilar mining situs-
tions in Alabama, it appearsd to ma that unless scmething
of this nature was done there would be excess

== the potentisl existed for excessive venting of gas as
a requiremsent for mine safety. And it would appear to pe
that correlative rights were better protected by attespt=
ing to find a mathod to put this gas in a pipeline

rather than venting it to atmosphers no satter what the
shape.

Mow, as 1 undarstand correlative rights and as I think I
understand your answer I think your answer really
addresoens iteself to an issue of physical waste. I mean,
aren't you suggesting that one of your concerns in
looking at this proposal was that there needed to be some
effort to remove this gas in advance of mining so that
you could get it into a pipeline? And ign't that a
phyaical wapte lssue?

Fotentially, yesn.

Ie correlative rights sosething different than physical
wapte?

Yes, I guess it 1m.
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My question for ysu is what attenticn, if any, did ycu
give to these units in accessing whather or not they were
fair from 8 correlative rights standpoint?

I 414 not.

1f you wanted to look at correlative rights, I understand
you just told me you didn't, but if you wanted to lock et
correlative rights in accessing unit design would cne of
the conesiderations that you would have be to loock at
whether or not the welle on the unit drained to any
pignificant extent adjoining unite?

Certainly.

Would you agree, perhapas, that one of the reasons you
didn't look at correlative rights igsues here is Decause
it is pre'ty obvious when you look at these ten unite
that virtually all of thems drain adjoining units to a
significant extent?

I don't think the testimony has shown that.

1'em not asking about what we've heard today. I'm asking
Yyou am an expart, given the materials that you've
reviewed, knowing frack half links with regard to thesas
walls and knowing well spacing, knowing that these unita
are relatively narrow and the frack links even if you

put it in the middle prebably exceed the dimension to the
unit boundary, wouldn't you agree that it is obviocus when

you looked at these unite that from a correlative rights

1)




standpoint, if that was your focus, thare is significant
drainage in virtually every unit frem adjolining unita?

A. If you logk at it cn a panel by pansl bBasis, sure.

Q. Well, is it your understanding that what is being
proposed by the applicant here teday 1e Lo creats a super
unit of theze ten panels and soseshow share cost in
revenue or is it yocur understanding that we're creating
ten units? What is the applicant asking for?

A. The effect of one -- both are scmewhat the same.

HE3. MCCLANWAMAN: Excuse me. Mr. Swartz, if you're leading to
him to a legal conclusion we need -=- I pean, I sae
exactly where you're going with this and he can't really
make a legal determinstion about what the spplication is
requepsting.

MR. GWARTI! Well, I think what I'm asking =- I probably
should respond to the Chairman, Wwhat I'ms asking, he's
teatified that he's reviewed these applications. Mow, I
think I got an answer that just suggested to me that he'n
looking at these ten unite really as one unit. And I'me
anking him if that's what he's doing or 1if we're talking
about something else.

MP. JONES: Mr. Chalrman, the question im =-- what difference
does that make? Thie witness is not an suthority. He
has sald that he's not an authority on vVirginia law or

the requiremente of the Virginia law. What posaible
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difference dces his speculatico on the effect of the
spplication that Pocahontas filed maka? He's mot
Pocahontas. He didn't file the applicaticn. He's
testified in his aress of expertise and this simply isa‘t
ons of his areas of expertise. I don't think it makes
any difference. Maybe if Mr. Bwartz could enlighten sll
of what the purpose of this cross-examination is we might

Enow Bora,

MR, OWARTLZ: 1It's real esasy. This man has testified that this

is == 1 believe he's put his seal of approval that this
isg the best way to dsal with coalbed methane davelopment
in the areas shown on this mep. And I assums when he
gays this 1s the best way to do it he's talking about the
application that's under consideration herea. He's come
in as an expert witress and this is his opinion. I think
1 have a right to ask hims what he's talking about. 1Is he
telling me that this is fair if you look at it as a
combination of ten unite or is he telling me that It is
fair if you look at it as individually ten units. And I
think I got an answer from him that caused me some

concern as to what his positlon was,

MH, CHAIEMAN: 1'm going to allow you to explors that some.

Q:

(Mr. fOwartz continuea.) TFrom a correlative rightes
standpoint is it your testismony today that if you want to

lcok at the falrness from & correlative rights standpoint
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you really need to look at all ten of these units as &
combination or is it your tastiscny teday that these
units if we focus on thes cne AT & time from a correla=-
tive rights standpoint would be falr?

Mr. Swartz, I was asked to review the proposal as the
post effective way to drain the bulk of the gas within a
five year tise frame prior to mine through. I can
truthfully say that I did not dwell on correlative
righte, but more the physical charscteristice of how
rapidly one can draln methane from a coalbed source.

1 think I'm getting a better understanding of why you
came here today. To put it differently, ars you telling
Be that essentially what you feel like you'wve looked at,
reviewed and coneidered, and what you're telling the
Poard ig that scmecne came to you, Your client, whoever
retained you came to you and sald, "VWe need to get all
the methane gas out of here in [ive yearas. We don't
care what it coats.” 18 thies a reasonable way to do that
go that the geg ie gone when we encountar the coal that
ie used to in?

Mo, sir. Cost was discussed in the terms of the most
effoctive way, not in the matter of what the coast would
he.

well, 1f I look at the application, let's take for

exapple the ninth unit up toward the top here. There are
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additional wells planned to be drilled in this unit which
are not shown in this map, correct?

Yas, sir. That's typical in a mining operatics.

B0 would it be falr to say with regard to the ninth anit
wa'll wind up with seven wellag?

That will bs determined, as I understand it, by the
mlning.

What assusptions, if any, have ¥ou sade with regard to
the kinds of royalties and royalties Payments which may
be dus to mineral interest cwners in these varicus units?
1've made none.

Could the kinds of royalties that might be payable be
ieportant if we wanted to consider correlative rights and
the ispact of this on correlative righta?

I would assume from your questicn the answer would be
Yeo, but not having seen the royalty situaticn there I
don't know,

were you furnished with a copy of a plan for field rules
in the Dakwood field which is aleo setl for today'as
hearing that was an application madae by OXV?

I don't think 1 saw that. I did? okay. I'm porry
then. I stand corrected, | Quess I did, but I'm not
aure that I reviewed iL. MNo offense intended. That was
a lot of data to go through.

HY queation and where I was headed, can I assume [rom
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your anowers that ysu have masde o~ effort to cospare
OXV's application to the applicaticn that we'we got undsr
consideration?

That is correct, sir.

Bo you couldn't tell me if I asked you if OXY's does &
better job dealing with the problems or does thes worse
jab?

I could not tell you that.

Would you agree with me that you could devise pretty
sipply the methodology to allocate producticon from an
active gob, for exasple, in a pans]l batween 80 acre
unite?

Yes, air.

You could do that on an acreage basis?

A prorated basie.

Would you agree that the unite which have besn created,
thege ten unite, are clearly not the only available
reasonable way to allocate production?

1 would say the eotablisheent of any unit is somewhat
arbitrary.

Right. Would you also agree that there are usually, if
you epend the tiee, several reasonable solutions to sost
problems when you're looking at oil and gas, spacing or
unita, or whatavear?

¥Yen, oir, I would agsuma that.
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. 1 Q. And would you agree that prebably it's rare that there’sn

’ one answer?

3 A Yed, Bir.

4l \R. OUAIRMAN: Mr. Swartz, I's going to ask you to define
s

where wa're golng.

Ol wn. owARTEZ: Okay.

'l 0. (Mr. Swart:z continues.) The Chairman ssked you some

. questiona about Alabama. In Alabans unitization i@

' available?

" A. That's correct,

"I 9. And unitizastion in mines, how big are those units?

" wnat's their variation?

M| o,  rrom a few hundred to == 1 would say a couple of thousand
. - acres, and it say be bigger, the ones that I've besn

8 involved with,

i o And the difference between Alabasa and what we have on

" the board here would be, for example, if you were to

L unitize, you could unitize in Alabama as one unit all ten

s of these panels.

ol A, correct, sir.

L Q. fc that every royalty owner in that mega unit would share

n on an acreage basise.

”l‘ A correct.

MY o or some calculated basis, correct?

- A, Yen,
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And would participate in costs oo some overall besis as
wall, correct?

That's correct.

And you understand that it's not available here and the
production would be prorated here in Virginis and the
production would be prorated within units and costs would
be prorated within units, not across unit boundaries?
That'e corract.

In addition have you given any consideration to thes fact
that one or more coal seams may not be owned in common
with other coal seamns here in terms of assessing this
plan?

Mo, eir, I 414 not.

Can you think of any reason why the existing 80 acre
unita in the Oakwood fleld could not be used for purposes
of the degas of the mine that's under contemplation here
if pomeons wanted to use the existing unit?

Once again, 1'11 plead ignorance on your Virginias rules.
Am 1 understand it, you can apply for extra density
wallo. I'm not sure exactly what your terminology is.

It would peem to ee that that would create quite a bit
more adsinistrative work on the part of the applicanta
and the Roard to deal with exceptional locations am a
reault of that. Dut physically or practically could you

do It under Lhose rules, 1 suppose one could.
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would you agree that every well beyond one wall shown in
any of these ten units is an increased density woll here
dictated by a sine plan?

1t may ba, depending on whaether it's in the same unit or
not. If it's outside the unit ==

1f you take a particular unit, would you agree that under
virginia law you're entitled to one well and would you
agree that all the additional wells whether it's two more
or three more are increased density wells avallable under
the statute to accommodate mine hours?

As I understand that, but once I'l1]l plead ignorance on

Virginia law,

MR, GWARTZ:! I'm almoat dona, Mr. Chairman.

Q-

(Mr. Owartz continues.) HNave Yyou looked at all at the
economice of these wella?

As ] --

Let me tell you where I'm coming from, As I understand
it == and you can quarrel with this assusption, but let
me tell you what my understanding ies and we can heesd off
in sope direction, As I understand it, when you're
looking at epizing unite and whether you'rs a geologist or
petroleus engineer or whatever and you look at a couple
of thinge, one iam you look at how many wella 18 At going
to take to drain that unit in some reasonable period of

tine You don't want to be looking at one well draining
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a hundred welle. 00 say you picked twenty or fiftesn or
sosething. OG0 how many wells is it going to take to
drain that area and you can dry it faster or slower
depending on how pany wells you want to drill, but then
you start looking at the cost and the benafit of sny
enhanced production, tiee value of Bcnsy. And you start
looking at the coet and you sort of balance the cost of

additional wells againat the production and time value

of money and you reach scme recommendation that this size

makea pense given production, porosity, permsability,
whatever, and cost. Did you undartake that kind of
analyels to bring to bear on the ten units under con-
pideration here?

On a detailed basis, no. But peripherally I would say
intultively it would appear to me that the increased
density would, in deed, be very cost effective weighed
agajinet the potential venting of the gas as a neceapary
requiresent for mining activity.

flo what you;re paying is you looked at the economica of

spending about $35%0,000 per well to drill]l additional

wolls and weighed that against some assumption you may or

may not have made with regard to how much gas 2ight be
thrown away or vented?
Glven Mr. Morgan'e production scenario, the chart that

you naw there, that you are going to vent a significant
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porticn of the gas. I docn't have the percentages at hand
right now, We'd have to go back to the tastiscny. But
{f one could pay for that wall out of the propcsed
production of a f[racksd well and you got three times the
production out of an sdditional gob well, the sath les
pretty simple. The sconomics should be there as well 1If
pay back 1g looked at accusulstive production ovaer the
1ife of the well.

In sose of these units =-- let's take the third unit up
here, There are three wells showing. Let's assume three
o1l wells be drilled to produce fres the gob and let's
assums they cost #$250,00 a plece. You're at six wells,
about a million and half dollars. Did you actually sit
down and figure out the cost of the well and the produc-
tion associated with the walla?

mo, I did not.

You're telling me you've got a gut feeling based on
voluses of gas and some sense of what it cost to drill a
well, that at least you're going to break even on every
additional well?

It you took an average cost of the well and loocked at the
additional gas production that you got from that versus
the vented gaes it would appear that it would be eccnosic
and that's as far as the analyais as I went. B0 if you

looked at an average unit I would say the answer is 1t
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ME. JOWES: Unless there is some particular reascn for this we

Mi. BWARTZ: Well, you can call him oo rebuttal. I can't

MR, CHATREMAM: Go ahead, Wr. Bwartr.
Q.

locaks to me like to the ecconomics should work. But did I

do a detalled analysis, no.

have another witness, Mr. Toothman, who is present who
can really give scme expert testimony in terms of the
sconcmics of the situsticn. Unless Mr, Swartz has some
other reason for thsse guestions that are not apparent to
us. 1 mean, if he really wants to find cut scame informa-

tion, we'd like to call Mr, Toothman.

prevent you from doing that. I's just about finished
with this witness and that's the only one I want to talk

to.

(Mr. Owartz continues.) The last couple of questions I
would like to ask are have you given any consideration to
the allocation of cost back either to royalty owmars who
might have escrow in royalty provisions or to people who
want to participate?

Ho.

So that ip not pomething you've looked at?

Mo, eir, I did not.

Mr. Graves, just one more questiocn, Would you agree that
wliat 1o proposed or under consideration here is not at

all similar to wnat you all d2 in Alabama?
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Would you rephrase Lhat?
In Alabama would you agree that we wouldn't be talking
about ten units here, wa'd proebably be talking about ona

Bajor unit?

MR, CHAIRMAN: I think he alresdy stated that, Hr. Bwartz.

(Mr. Owartz continues.) Okay. B8oc that thay're not
comparable?

We unitize.

ME. EWARTE! Mr. Chairman, as you all probably know we have an

application on file with regard to the field rules that
addresses the iseues that are essentially under con=-
oideration here. It is not my position or my client's
position that the proposal that you have before you now
i noutrally exclusive. But we would request that the
Board considaer the possibility of deferring a decision
with regard to thie unit until it has had a chance to
review our application. I think it is possible that you
Bight decide to do both, but it'as possible that you might
not. And rather than asking to call witnesses in the
middle of thelr presentation becauses I don't think they
would appreciate it, I would at least ask the Board to
conslder deferring a decision on this ampliation until we

have an opportunity to present our proposal.

. CHAIRMAN, wWaell, I'11 listen to the Doard. I don't think

woa have any plans of doing that, WwWa taks the cases as we
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have in the past, as they cose up, and cdecide and we

have this evidence before us. Do you feel any differest-
ly? Gkay. Any other questicms? Asy othar comsents?
Any other parties that want to address the Board regard-
ing this matter? If not, what's your pleasure, Bzard?

MO, McCLANMAMAN: Can we have jut a minute?

MR, CHAIRMAM: Yes.

(AFTER A BRIEF PERICD OFF THE RECORD, THE MEARINGC

CONTINUED AS FOLLOWS: )

MR, JONES: Mr. Chairman, if we might, in view of the cross-
enanination of Mr. Graves, we just have & couple othsr
queations and then we will be concluded, if that 1s
permisoible.

MR, CMAIRMAM: 1I'11 allow you to do that in light of that.

REDIRECT EXAMIMATION

Y Mo, McCLANWANAMN:

Q. Mr. Oraves, with regard to the correlative rights iassuss
that you were asked about earlier, it 1s true that you
analyzed thies proposal in comparison to a proposal which
would require that Pocahontas Gas Partnership drill
additional welle on 80 acre units and pay oo those A0
acre unit basis, Lo that correct?

A That 18 cOorrect, yYen.
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Q. And thet's as shown on Exhibits 22 and 20 previcusly
submitted, io thsl correct?

A. That's correct.

Q. And in analyzing the situstion cf » panel Gnll versus an
80 acre unit what was your determimation about the
correlative rights of those two cosmparisons?

A. Re-apk your question. You lost me.

Q. Okay. What is your conclusion about the protection of
correlative rights if you are required to drill and pay
on an 80 acre basis, additional wells, for example in the
V=25, you have six wells unit and one on the lins as
opposed to drilling them on a panel unit basis which is
the way we have thea proposed?

MR. OWARTIZ: I'®m going to cbject to that. He has already
tegtified he didn't look at correlative rights.

MA, McCLAMMAJMAM: Mr, Chairman, I balieve ha did say he locked
at correlative rights in relation to a ccspariscn between
80 acre increased density and pansl unite whan I Just
apked him the gueation.

A {(The witness continues.) It's concelivable you could end
up with cne panel with no wells and one panel with
multiple walla. Bo correlative rights may not be
protected.

(Witness stands aside.)

MR, CIHAIRMAM: Mr, Swartz's objectlion is noted. What 1s your
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pleasure, Board?

MR, MASON: I would like to sake two comments, Mr. Chalrsan.

MA. CHAIRMAM: Mr. Mason.

MR, MABOM: It peems to me in listening to all this evidence

MR,

HH

that the esegence of this is that the mine plan for the
Buchanan 1 mine essentially conflicts with thea 80 acre
gpacing rules that we adopted for the Cakwood field. And
what wa're in esgence being asked to do is change our
rules to conform with their mine plan to afford thes the
opportunity to produce this gas in a way that reduces the
difficulties associasted with dealing with that. And it
neema to me CLhere's been testimony that that's primarily
an adminjetrative problea. And I guess the real ilssue
that we need to decida is whether or not we sghould =--
what's to be gained by us doing that in tarmas of the
changing of our rules to seet what their mine plan is.
And secondly, 1 think that the effect of the varying
nuabar of wells per panel and the fact that there 1s or
may be drainage from one pane]l to the other and the
effect of the irregular shape and size of the panel, a
coabination of thoss three thinga, has the potantial for
producing an unfair smituation as to the royalty owners of
thoee wells.
CHMAIRMAN: Any other commenta?

KELLY: Mr., Chairman, I would just like to make a brisf
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cosment. 1 fully eppreciste what Mr. Mason has saild. 1
believe that certainly he has done that with a lot of due
consideration. 1 think equally so, though, you really
have to take into consideration the situation that
Focahontas Gao ie dealing with here in an attempt to
dovelop a mine, to protect the safety of ths miners, to
look at the econosmic consequences of venting gas versus
producing gas into a line, It gssms to me that an
adegquate, if not more than adequate, attempt has been
made here to take into consideration all of the factors,
particularly the aquity involved. 1 think ths concarn
with the correlative rights issue is a valid one and I
believe that a valid effort has besen mads hers to ghow
that those rights are adequately being considered. And I
would like to eay that I feel that the issue has been
addresned and that correlative rights is a concern, but
it hae been adequately met here by ths plan that's besn

put forward.

HRE. CHAIRHAM: Other coemanto?l

. MHCOGLOTILING Mr. Chairpan, being from Buchanan County and

the general area of the County I have to commend the Gas
Partnership and Consol in an effort to capture this

methane gas. 1It's been digpipating into the atmosphere

for years and wamted energy. I have some problems, not
#o_much with the planning but with some of the sexpendi-
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tures ao was noted in PUNN] and BUS
have scme reservaticns about these expenditures as well

when they coms before us. PBut not knowing == this seems
to be a _good plan, It's befors us now and mot having an

opportunity to ses anything different, I would recossand
that we accept it and do so by making that into a motion.

. CMAIRMAM: T have a motjon that we approve this plan ss

presented.

EELLY: ] would second that.

CHMAIRMANM| Wa have a motion and a sscond. Any further
discussion? All in favor signify by saying yes. (SOME
AFFIFM.| Opposed say no. (ONE DEWNIES.) The moticn

carrisa. Thank you.
MABOM: Mr. Chairman, as a sattar of clerification, 1o

this an asendsent to the Oakwood field rules or does this
ntand alona?

CHAIRMAN: This stands alone. We'll take & ten minute
break.
(AFTER A DRIEF RECEBS, THE MEARING CONTIMUED AS FOLLOWH; |
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MA. CHAIRMAN: The next lLem OO the agenda, did you assk to @2
to 1617

MO, MCCLAMMAIIAMG Yes.

MR. CHAIRMAN: It is a petition by Pocahontas Gas Partnership
for the establishsent of a sealed coalbed methane gob gas
unit designated as BUMEL and this 1is pockat Number VGOB-
91/11/19=0161. Would all the parties that wish to
address the Board regarding this dockst numbar please
come forward.

MR. TEIGH: Joe Teigh with Cabott o1l and Cas. I would liks

to reasrve the opportunity to come forward.

MR, OWARTZ: Mark @wartz for OXY, UBA.

MR. JONCO: Mr, Chairsan, members of the Doard, I might Jjust
say in preparation, this docket 161, of course, is the
gealed gob that we would propose in conjunction with the
panel units that we've just besn discussing, outlined in
blue on the map. Of course, the Doard has praviocusly
approved sesled gob units on our application, the BDUNME]
and pual, and thie will be very similar to that. We
will try to move along as tapldly asg we can and, of
couree, please stop us if we're moving along too quickly.

Mo. McClannahan will do the guestioning.

WE. MeCLANMAIAM: Mr. Les Arrington i@ our first witnean.
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Mit, CHATPMAM; 1 will just resind you that you have been

eworn.

SLEY E. ARRINOTON

s witness who, after having been previcusly eworn, was

exanined and teatified as followa:

PIRECT EXAMIMATION

OY WO. WcCLAMMAHAMN

Qr
A,

> D

> O

Les, will you please state your full name for the record?
Leosley K. Arringtaon.

And you are esployed by Consolidation Coal Company, i@
that correct?

Yaa.

And you are the permit speclialiast?

Yen.

Your educational background quickly?

I have an Asgociate in sclence and mechanical enginesring
and a Pachelor of sclence and civil engineering technol=-

oqy .

MR. CHMAIRMAM| You can just stipulate that with your wit-

neooem.

Q.

(Ma. McClannahan continues.) MHow were the names of the
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potential owners of the sealed coslbed methars goh gas
identified for the BUMN] unit?

It was collected from title opinicns, field research, and
sapping.

gince the developsent of the mine began how much of the
coal estate is controlled by Pocahontas GCas Partnarship
in the BUNE1 unit?

Approxisately 99.4750 percent of the Focahontas #) seanm
and 92.2724 of all coal below drainage less the Pocahon=

Ltag 8] oeaml,

MO, MeCLAMMAMAM: We have again prepared a book of our

exhibite. Exhibit 1 shows the coal control by Pocahontas
Gas Partnership as Mr. Arrington has just explained, And
1'1]1 ask him if that is Exhibit 1 to the hearing tran-
script.

{Ma. MeClannahan continues.) Along with the coal, Mr.
Arrington, what percentage of the oil and gas in thia
unit 18 controlled by Pocahontas Gas Partneraship?

089.%7%9 percent.

And what percentage of the coalbed metlans Qgas 19
controlled by the Partnership?

92,2724 percent.

Are thege the same ownership control percantages Lhat are
linted on the applications as they have been filed?
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Q.

A,

M .

Do the plant and acreage totals on tha exhibit reflect
the relative contribution that each tract listed om tha
map is expected to sakes per total BUNE] production?
Yen.
Who are the owners of the coal below the Tiller seam in
this particular unit?
Mugh Macrae Land Trust, Consoclidatien Coal Company,
Yukon-Pocahontas, Salyers, Pocahontas Coal Company,
Buchanan Coal Ccepany, Georgis Pacific Corporaticn and C.
L. Ritter,
And do you have cosl leases from these coal owners?
Consolidaticn Coal Company has a coal lease from Hugh
Macras Land Trust, and we have a sub-lsase from Island
Creek Coal Company for the Pocahontas #3 seam on the
Yukon=Focahontas tract.
Exhibita 2 and ) that are in the booklet, they list your
oill and gas control and coalbed methane control, is that
correct, am you've described thea?
2 and 3, Yen.
MCCLANMAIIANT 1 would subelt thoese as 2 and 3 for our
hearing.
(Cas & O1]1 Control Map marked as Exhibit 2.)
(Coalbed Mathane Control Map marked aas
Exhibit 1.}

({Ma, MeClannahan continues.) Did you mail a notice of
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nearing to all the parties that are contained in the
application for establishment of the unit?
Yes, I did. I mailed the hearing notice by certified
gall return receipt requested.
And is that Exhibit 4 in the booklet?
Yoo.
MecCLAMMAMAN: I would submit that es Exhibit 4 to the
hearing transcript.
(Hearing Motice for BUNE1 marked as Exhibit 4.)
(Ma, McClannahan continues.] Do you have the returned
receipts from the certified mailings that you didr
Yea. They have been submitted to the Inspector and they
are cshown as Exhibit 5.
Those are coplies of those receiptas, right?
Yea,
And the originale have been subsitted to the Inspector?
Yeo.
McCLANNAHAN: T would introduce Exhibit % in the book as
Exhibit 5% to the hearing transcript.
((Return Receipts [rom Motice Malling marked as
Exhibit 5%.)
[He. McClannahan continues,) How were the persons whosoe
namsp and addresaes are listed as unknown notified?
py publication in the Virginia Mountaineer, the Bristol

courter and the Dluefield Dally Telegraph newspapers
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HH .

published on 10/21 and 10/24 respectfully.
And do you have proofs of publicatiocn for those notices?
Yea, I have. That has aleso bsen submitted to the
Inapector,
HcCLAMMAJIAMI: Those are the questions I have for this
particular witneas.
CHATEMAN: Any questicons, mesbers of the Board?
(Witness stands asida.)
MR, CHATRMAM: Mr., Fuleer, will you confirm that you have
the returned receipta?
FULMER: Yes, oir.
CHAIRMANI ‘Thank you.
McCLANNAIANT Mr. Albert is the next witnees I would like
to call.
CMATRHAN: T would remaind you that you are undsr oath.
HCCLANHANANT Mr. Chalrean, you requested that we just
stipulate to his qualifications from the previcus
hearing, Docket Nuamber 160.

CHAIRMAN: Ts that suitable for the Board? Thank you.

RANDALL M, ALDERT

A witneaa who, after having been previocusly sworn, was

oagined and teatified am follows:
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PIRECT EXAMTMATION

BY MO, McCIANHANAN:

> O »*» O »

=

Hr. Albert, you've indicated in previocus testimcny today
that Consol began the development of the Buchanan #1 mine
and the Pocahontas #) geam in the Spring of 1988, is that
correct?

That 1is corresct.

Actually I believe Mr. Morgan indicated that earlier.
That is correct.

When was construction of that facility cospleted?

In 190%.

That Exhibit B=] to our application and Exhibit 7 in the
book that 1s en the slide projector, is that the mine
plan applicable to the unit area as it has been oub-
mitted?

Yes, 1t im.

Mr. Albert, could you please locate the VWM wells on this
Exhibit 7 that have been drilled which you plan to
convert to gealed coalbed methane gob gas?

That would be VVile starting at the most southern panasl
there. It would be 314, 42, 44, 45, 46, and, if it
Pleage the Doard, the rest of the welle that are shown on
that exhibit.

Can you please explain what your plan for developsent is
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for these sealed coalbed sethans gob gas wells?
Yes. 1t will be such the sase as the BUNON] or the BUBI. f
We are permitting all of the wells. 1Im all likalihood
and based on the short time that we've had to experisent
with your BUWM] area, we will only produce out of cne of
those wells bores per panel. BDut this is so distant 1n
the future, rather than cose before the Board =-- Lry
today to tell you which well we are going to produce out
of five years from now, we are including all of the wells
gince they are going to be converted to CEMS.

could you explain the timing on when the sealed coalbed
methane gas will be developed in relation to the other
kinds of preductions that will come from the areas that
ara contained within the unit?

Yes, I can. The sealed coalbed methane will be the last
of the phases that Mr. Morgan talked to you about thig
morning to be produced. The sealed coalbed sethane will
be produced after mining ie completed of that area. The
noaln are erected underground to isolate that area from
thie underground ventilation system. Then we will begin
producing each of the sealed panel == sach of the sealed
area via one or msore welle per panel.

could you explain where the seale will be locatsd for
this particular area?

Yao, I can. The seals am we propose them now would ba
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located along the boundary lines of the units. If you'll
resesber, the BUNM] boundary, it comes to the middle of
the main. 8o we simply brought this from over to the
(Inaudible.) @0 there would be no gas. The seals will
actually be built either right up through here or
depending on the conditicns in the mines at that timse
they possibly could be built across the mains here. This
set of maine here because they will no longer be used for
active mining., In all likelihood this panels will be
sealed, one set of seals here as cpposed to our previcus
method of mealing each individual panel. The effect will
be the same., It will just be less seals required to do
the same thing. Like I say, the mining will be completed
and once mining is cospleted I would imagine the noraal
time frame would be about a year after this panel ias
finighed mining. It would take ue nearly a year to
recovar the squipsent and get tha seals erected and be
ready to be in production with the sealed gob. Dut as
shown by Mr. Morgan this morning, during that time period
we Wwill be producing active gob gas from each of these
panels.

How do you make the decision about where to locate Lhe
seale in thepe particular boundary areaa?

The seals are simply located so that wa can isolate the

active mines from the part of the mine that is minad out.
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At what depth has gas producticn from the pool underlying
this particular sealed area bean found?

We have found gas production in all seass below -- from
the Tiller seas and below.

What volume of methane do the cosl seams below the Tiller
seam contain?

The coal seams as we know them todsy contain from about
230 to 700 cublec feet of methans beginning increasing
with depth.

The process for the field coalbed sethans production 18
fdleacribed on the crose section maps at Exhibit 8 and 9,
is that correct?

Yen, 1t 1m.

Mr. Horgan diecussed these exhibits earlier this morning,
but can you please explain how these relate to the sealed
coalbed methana production?

Yoo, I can. The seale are in place. This is a croas
mection cutting acrosea the panels from north te south.
The enale are in place acrose thoese development entries.
The entire pool le In communication with each other by
these entries which are open between the panels and
around the perieeter. The entire area needs to be
conaldered as one pool as discussed in previous testimony
before the Poard. 1In fact, I think as I stated the last

tiee, If you so desire it would be possible, possibly not
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feasible fros a mine safety view point, Lut certainly
poseible from a gas production standpoint to probably
cose in here and produce something less then each panel
and still be able to drain the gas frocm ThAt area. This
ig a cross section running length wide of ths panesls
sisply depicting the rubble zona as Mr. Morgan stipulated
to this serning. The rubble zone is that ares that is
gubsided after the longwall minsr pasees and the coal 18
repoved,

Will this proposed programs fit into other projected mine
plans whera large gob areas will be formed for the
production of sealed coalbed pethane gcb gas?

Yen, it will.

What ig currently being done with the coalbed methane gas
baing produced by the Buchanan #3 mine?

It ia vented.

And this BUNM] pealed coalbed methane gob Qas proposal
would eliminate the venting of the gas, 1s that correct?

Yoo, Lt would,

Mo, McCLAMNAIAN: 1 have no further questions of this witness.

HH

HA .

CHAIRMAN: Any questions, members of the Board?
MeOLOTHLING Mr, Albert, can you go back to DB-17 ©On your
gealing of the area, between the longwall mine out, is
there a block of coal in there that's going to seal each

longwall area from the other?
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ALEERT: These are develcpseat entiries. IC's not wery
wall depicted cn this map. From here to bare 18 the
longwall bleck itself. This area {rom Bere Lo Rere are
the davelcpaent entries or what's comacaly referred to is
the pining indostry as the gate road. These blocks stay
in place. They're not second mined. That's the davelop-
msent of mining. They're mined wp. The blocks are lefr
there for roof support between each longwall panel.

This panel here -- this ares froa bere to bere along this
iength 18 the coal that (s rescved by the longwall
mathcd.

. McGLOTHLIM: In the block 18 there & cut and [iller

system in there? Mined and then a pillar of coal?

. ALBERT: Tes. 1If you could look, it is the same system

that's used here. The entries are this area here and 1if
you can look closely you can ses the solid white 18 the
block of coal that's left as the entries are developed.

MCOGLOTHLIN: S0 gas could migrate from cne longwall area
to another longwall area?

ALBERT: Tes, alr.

MCGLOTHLIN: ©On the allocation of cost between BUMN1 and
BUNMI, how are you golng to allocate where they adjoin
there, the cost of the sealing?

ALREET: That's a good question. I would imagine ==

you've put me cn the spot just a bit, but these seals
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MeGLOTHLING  Thank you.

CHAIRMAN: Any other questions for Mr. Albert, msembers cof

McCLANNAHAN: WwWe would call Mr. Carmody.

are in place asd that cost has been recouped TRYSugR our
ipitial BUNEN] proposal. S0 thare would be Bo further -- I
if, in fect, thase seals are used to, 1n effect, saal
this area there would be po further cost for the adjoin-
ing seals. However, mining logic would dictate that waan
this ares is done this set of Bains is po longer needed.
go instead of having to bulld seals all the way up
through here, as I stated earlier, we would more than
likely come here across this main snd simply build seven
soale as opposed to == there are four entries each tise
times elght or nine places. That's thirty-five or forty
ala. We can accosplish the same thing be building
seven seals. 8o it will be much cheaper this tise than
sealing each individoal panel. The reason we had to seal
up through here i@ this seal 1s part of the
== this is now part of the active mine. Once we're
finiehed mining in this area, this is the end of reserve
in the north end and these mains are no loanger needed.
Put we are very sensitive to the cost issues and we will

find the most equitable way to do that.

the hoard?

(Witnees stands asids.)
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MR,

a witneas who, after having been previcuely eworn, was

oamined and testified as follows:

Y MO, HcCLANMAILAM

. CHAIEMAN: I would resind y-u Lhat you are still under

oath.

MCCLANMAMANM! Mr. Chairman, may we also stipulate to his
qualification questicns for purposes of this bearing
from Docket Humber 1607

CHAIRMAN: Yaa.

MCCLANNAIAN: In additicn, Mr. Carsody’s questions are, of
course, all geologic and don't change from the last
hearing for Docket Humber 160 because what hs was
testifying to are the same formations underneath this
unit as the BUMM] that waes propcsed for 160. Bo If I may]
just agk him If that's the case, than perhaps we won't

need to go through all of his testimony either.

ENNETH CARMGDY

DIRECT EXAMINATION

Q.

Mr. Carmody. i@ it true that the testimony that you gave
for the previous application, Docket Mumber 160, would

aAleo be the same for Dochet Mumber 1617
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Yes. That's Crus.

And the exhibits we have submitted as Exhibits 10 through
1) represent iscpac and stratigragphic column maps

showing the coals underlylng the unit aresa kacwn as the
BUNE] for Docket Mumber 161, is that correct?

That 1s correct.

And your testimony during the hearing for Docket Nusber
160 about thoge particular exhibits would not be changed
in this hearing?
It would not change,

(Witness stands asids.)

McCLAMNAIAM: We would request that the Board stipulste to
his testimcny from Docket Number 160.

CHATRMAN: Any problem with that, sembers of the Board?

Woe will allow you to stipulate that.

EVAND: 1g there anything that you would like to add? Are
there any additions to Mr. Carscdy's testimony, this
versus the other?

McCLANHANAM: T don't think so, sir. The unit areas are
just a little different. That's why I asked him to
teatify ae to the unit area. Was don't have any other
witneeses for this particular applicationm.

CMATIRMAYN: Questicns, meabera of ths Board?

KELLY: 1I'd like to interject this. Your unit or your

boundaries of your total area here are different from
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your previsss docket item, your group of tem units as
cospared to the curreat coe for the pesled gob area. And
we just had a discussicn ca correlative rignts and
related igsues which coovinced se off == I bhad no

probles with the original proposal cn the othar ites.
However, I would like to bear how you recencile the
differences batwsen the out boundary of the initial ites
and this item as far as a break down of the cbvicus

differences in the distribution of royalties.

M. McCLANMAMAN: Could I just call Mr. Albert back to answer

that?

M. CHAIRMAN: Yeo.

ALRERT: That is a qgquesticn that we struggled with
irternally for some time. In the end I will give you our
line of thinking on that. This again is & mine boundary
between ue and Island Creek, This time it'e thelr VP2
mine. At some point in time =-- and I see some represen=-
tatives [rom Jaland Creek in the audience and they may
have something to add to thie if I say somsthing wrong,
but 1 would assume that at some point in time Island
Cresk will mine this in a similar fashion to what we're
doing here by the longwall sethod of mining. And at that
point in timpe & gob area will be created hare.

EELLY: S0 that will leave a panel over thare?

MR. ALDERT: Yes, silr. 1 am paking an sssumpticn. It could
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have. Thal's what drove this decisicn. We spent
conoiderable tise in our previcus sealed gob applicatiocn
hearings. And sgain todsy we don't see draicage from the
gob area from pansl to panel or as we testified in rhe
Deatrice case, as we got close we saw no reductica 1in
pothans. Again, we felt that the proper place for
drainage of the gob was alcng that mine boundary line,
not only from & drainage standpolnt but by the fact that
{f we extended it to the B0 acre line we would, in fact,
be putting == these people would, 1B fact, get paid for
gas twice and 1 don't think that would be serving the
purposses of this Doard, because they would get paid for
it as we mined it and then when Island Creek mines this
and creates & gob unit they would gat paid sgain. The
gas ig only there once. BGo we felt that this was the
proper place to break the line, And I think that if I
look that 12 the prisary difference between the two
prorosale, The other difference is we bring it out to
the == include our mains here becauss, as I said, we're
going to seal it along here and include this. This gas
will be drained froa thie areas here. And also Island
creek in their VP2 reserve, this 1s their boundary again.
flo we tried to square this up not to gas production units
gay, but gob areas of the two coal cospanies. B0 that'a

why there are some differences betwsen the two and it 1s
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done == the larger part of the reason 1s that it's dorne

to reconcile the mine boundary between Consol and Island
Creek.

MO, MCCLANMAMAN: Is¢ it also true that this particular
boundary conforms to the boundary?

MR. ALPERT: Yes. AS previous testimony that we put on for
the BUN 1, this boundary does fall to those same pattsrns
of that testimony.

MR, KELLY: Well, I guess I1'm just trying to reconcile in my
mind your argument you just put forth on the northern
boundary there that you don't want to pay people twice
for the sase gas or for gas within that unit., 1Isn't the
reverss true for the boundary down the right-hand side
then? That, in fact, those people will be pald twice or
could be pald twice? 8ince those portions of those 80
acre units ara not included in the initial group of
units, you're including that in your sealed area. The
other half of those units are going to be in Island
Creek's mine, They could presusably be paid on an 80
acre basie or on some other basis when that's developed,

WH. ALDERT! That is true, but if you will notice agaln in our
testimony this morning, for protection of correlative
rights where at &ll possible we try to break the boundar=
tes of this unit only existing 80 acre lines so that we

d1dn't ereate the eituationa that Mr. Msson was pointing
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out where we ware takiug o bhalf or oo cf the unit. @0

along this lice hare, 1 dorn’t know if it's clear or nst,
but that is an existing 80 ascre field line. 80 we tried
to break it on that and then for the sealed gob, again so
that as Island Creek would go forward with == if they go
forward with a similar plan there would be scssthing in
place, a defined place, for them to break their boundar-
ies on.

KELLY: But 1t would be splitting up 80 acre unita?

ALBERT: Well, as much as of right now that the gob is
accepted from the 80 acre field rules it really woulda't
be, That may change with another proposal today, but as
of right now gob gas 1s specifically excluded from the
Oakwood field rules.

KELLY: In the area to the north, neithar of those areas
at this point =-- sorry, the area up to the right, oo the
rignt side that ls your developmsent entrieas?

ALDERT: Yes, sir,

FELLY: Which 1s being mined and the area to the north has
not bsen mined?

ALBERT: That is correct.

McGLOTHLING Mr. Albert, I'd like to reler you back to
your Exhibite 1, 2 and ) of Docksat Number 160, if that's
Ppermlaeible, Mr. Chairman.

CHATRHANM That's [ine with me.
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McGLOTHLIN: 1In comparing these with exhibits with 1, 2
and 3 of Docket 161, number one, the northern boundary «p
there which coincides with the Oakwood Basin, you have
the green as coal sublessed from Island Creek.

ALBERT: Yes, sir.

HcGLOTHLIM: That you had sublessed from Island Creek?

ALDERT: That 18 Pocahontas #) ceas is subleased from
Island Cresk.

., MeOLOTHLING And in the purpla?
. ALDERT! The purple i@ ==
. MCOLOTHLING ©Gas that you have subleased from Island

Creek, am I correct?

ALPERT: That is coal again owned or leased belew drain-
age. 1In the Pocahontas #) peas, that 1s areas -=- let me
rephrace that a little bit. Those ares Areas that wa
initially had all the coal below drainage under lease and
then we leased the ) seam only to Island Creek. To give
you a little history of what happened there, the boundar-
ies between Consol and Island Creek were not always this
way, Early on they were vary irregular shaped following
the proparty boundaries. Around 1980, I think, we
entered into an agreesent principally to straighten the
lines since we were both operating longwall cperations,
in other worda, to square up the boundary between us. In
thoge areas you find along the boarders, you'll probably
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find areas as evidenced here where we have either leased
three oeams to Island Creek or in snother srea a little
bit further to the west here where they had lessed threes
seans to us, BSo that is very comascn along the boarder.

MR, McGLOTHLIN: Okay. Let's move on over the oil snd gas ==
particularly to the coalbed mathane control maps,
Consclidaticn Coal Cospany and Pocahcntas Gas Partnarship
own/lease coalbed mathane.

MR. ALODERT: Yes, woir.

HR. McGLOTHLIM: Which takes it up to the upper most northarn
end, but yet you're going to seal your gob up. What's
going to happen with that gas?

MR, ALDERT: Well, from a sealed gob standpoint, as our
teptimony has indicated, we don't believe we'll be
draining past this line froms the sealed gob area. We
will, however, recognize that these wells being leonger
than any of the others will drain some of this gas. Bo
wa d1d accommocdats the 00 acre lins in moving to this
point, But from a sealed gob standpoint we don't think
it ir again proper to move it to the B0 acre lins.

MH, McGLOTHWLINI The deviations that are shown there, do they
belong to Consolidation or to Island Creek?

MR, ALDERT: The deviationa as shown belong to Consolidation
Coal Company == well, to Pocahontas Cas Partnerships.

Mi, McOLOTHLIN That would lead me to believe that socmewhere
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down the line Consol is going to longwall that or could
poseibly longwall that area.

ALBERT: We are going to longwall =-- this lice here 18 our
coal boundary, though. This will be the last locngwall
panel that we longwall.

HcOLOTHLIN: Mr. Albert, is dossn’t make senss for you to
go in and drill #$2%0,000 or #500,.00 welle whan you don't
own the coal up there. Will you explain that to ma?

ALBERT: What coal that we don't own or lease we have
subleased from Jeland Creek. 60 we do have a right to
mine the coal and that ig reflected in this pansl. We do
have the right to mine that entire panal.

McGLOTHLIM: Mow about the pansl north of that?

ALBERT: Ho, we don't.

McGLOTHLIN: DBut those are your deviations or
Focahontas =--

ALRBERT: There are no deviations north of right here.

McGLOTHLIN: Excuse me, HMr. Albert, you have theam listed
right here, 51, 52, 53, 5%, %¢. And you have juat
teatified that thoaes ares yours.

ALBERT: Mo, alr, You msisunderstood.

HeGLOTHLIM: MHo, elr., 1 asked you the question were those
your VWHe or Island Creek's VVHe and you said they belong

to you.

. ALBERT! Our deviations are denoted by the orange circles.
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And the nuabers VCHDG-60, 69, 70 and 71, thess I would
ipagine are simply tracts of land. This would be land
tract %1, 52, %6 and so forth. Those are not deviatlons.

HeOLOTHLING I mlsundsrstood you then.

ALDERT: And I may have answered incorrectly.

CIAIRMAN: Does that clear it up for you, Mr. McGlothlin?

McOLOTHLIN: I'®m totally confused now because 1t just
doesn't make =-- maybe ] don't undesrstand the econocaica of
mining coal in southwest Virginia as well as I should.

JONER: I think Mr. McGlothlin is correct. That is
confusing, those nuabers up at the top of that, and that
has confueed me before. Thosa look like thay are VVHs or
walle, but they're really not. Those are designaticns of
tracte of land apparently., Is that correct, Mr. Albert?

ALDERT: I think that 1s correct. Les?

ARRINGTONM: Yem. The numbers you see on the map are the
trac. IDs that you'll see in your exhibits. If you will
notice, the one that's on the slide has no numbers on iL.
The map up here and the one that was in application 1640
had little circles with nusbers in it and that was tract
IDe which were in there as == wa had the tracte in here
Wilhh the aceragen,

McOGLOTHLIM: 1 stand corrocted,.

JONER Hall, we apologlze for that.

McGLOTHLIN: That is very confusing.
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MA. CHAIRMAM: Any other questions? Ycd have called all of
your witneagea, haven't ycu?
MR, JONEB: Yes, 0ir.
MR, CHAIRMAN: Mr, Talgh.
MR. TEIOGN: 1'm Joe Teigh with Cabolt 01l and Gas. I may
have missed something here, but we've got a working
interest under part of this, as I understand it, through
our Georgia Pacific and Yukon lease., MY atatemant 1@
based on experience in other gas and oil atates, the
atates having some extensive experience in ordarly
development. Wa feel that we don't underatand why 1T
can't be done on the existing field rule as it is and
also why that with no more development that you have in
thet you already know how such increased density how much
increased density work you'll to do, I would just like
to make that statement for the Doard to consider, it you
would, becausme other working interests will have to be

" considered as far ao their future development.

Wil un. CHAIEMAM: Any questions, mesbers of the Board?

Ml wn. McCLAMHMAIAMT 1'd just like to respond to that. Bealed

L gob gas is not included in any existing field rules.

22l i, CHAIRMAM: Thank you. Any other comments? Any other

B persons wishing to address the poard regarding this casa?

- Any further questions from members of the Doard? If not,

what i@ your pleasure?
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MR. EELLY!: ‘d 1ike to BAkS t h the tio

“EEE“I!']-
MA. CIHAIRMAN; Wa have a motion to approve,
MR. EVAHB: Becond.

Wi, CHAIRMAM: A potion and a second. Furthar discuasicn?
If not, all in favor signify by saying yes. (ALL
AFFIRM.) All opposed say no, (MOME.] The moticn
carries. Thank you.
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ITEM 111

CHAIRMAM| The next item on the agenda 1s a petition by

Pocahontas Cas Company for establishesnt of longwall
drilling units designsted as SLW1, BLW2, SLW) and SLWE
for the production of coalbed mpethane and active coalbed
mothane gob gas. This 18 Docket Wumber VGOD-91/11/19-

o158,

HH. JONEB: Mr. Chalrman, docket nuaber 1%8 for BUS2 is, of

course, and i1dentical in principle and similar in many of
it's actual aspects to docket number 160, the BUNE]
panel. Again, in the interest of time, we would ask if
the Board would be agreeabl: to accept the testimony that
was given in docket number 160 for Mr. Graves, including
his cross-exemination, Dr. Kennedy and Mr. Morgan. Then
Hr. Albert can explain where there are differences
between this application and the application invelved in

160, 1f that would be agreeable to the Doard.

M. CHATEMAM: Let me ask the folks in the room to identify

Wi [l

MR,

themselves that wish to address the Doard regarding this

caan, dochet number 19%0.

OWARTZ: Mark Owartz. 1 think a reasonable suggeation has

just been made for you all to consider.

CHATRMAN: Okay. Any other people that wish to comment?

Is that suitable to the Doard? You say proceed on that
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JONES: Thank you, Wr. Chairman. I would also add Mr.
Arrington and Mr. carmody also =-=- 1 say not have mention-
ed their names, but they slsc gave testimony in regard to
the application 160 that we would like to include and be
accapted in this application. Hr. Arrington in additicn
will give some additicnal testimony that's particularly
applicable to this epplicetion in regard to the ocwner-
ship. Otherwise Mr., Carmody, Mr. Graves and Dr. Kennsdy
and Mr. Morgan's testisony including cross-sxaminaticn
would be accepted, as I underatand, as part of this
testimony.

CHAIRMAN: Yes. That's the understanding.

HeCLAMMANANT 1 would like to call Mr. Arrington as the
firat witnesa.

CHAIRMAN: Mr. Arrington, you are still under ocath.

MCCLANNANAN, Wa would like for the Doard to accept his
qualifications from the previous hearinge to which he's

toeatified.

LESLIE K. ARRINGTOM

A witnese who, after having been previously eworn, was

opasined and testified as followai
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DY M8, MeCLANMAHAN
Q. Mr. Arrington, can you please tell se Bow much of the

coal estate 1s controlled by Pocahontas Gas Partoarahip
in the BUS 2 pansl units designated as Scuth Loagwall 1
through Bouth Longwall 47
A. In all four panals we control 100 percent of all coal
below drainage.
C. And what percentage of the oll and gas 1s controlled by
Pocahontas Gas Partnership in esach of those unita?
A. one hundred percent in all four units.
Q. What percentage of the coalbed methane gas is controlled
by Pocahontas Cas Partnership in all four units?
A. One hundred percent.
Q- Are thegse percentages shown on Exhibite ] through ) as we
have submitted in ths bBooks to the Board?
A. Yes, they are.
MO, MCCLANMAMAN: 1'd move the Introduction of those three
exhibite,
MR, CHATRMAN: Without cbjection we accept tham.
(Coal Control Map marked as Exhibit 1.)
i0i]l & Gas Control Hap marked as Exhibit 2.)
(Coalbed Mathane Control Map marked as
Exhibit 13.]
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MR, BWARTZ: And I'®m in favor of that.

Qr

 EMARTZ: 1 dan't thiok I°11 be participatisg in this,

CHAIRMAN: Mr. Swartz, would you like Lo pove op Lo the

table?

thank you, but it sounds like we're QOLDg to go 1in
abbreviated fashion.
CHAIBMAN: [ think that's correct. I Baven't heard any

cbjection to that.

(M8. Meclannahan continues.) Are these ownarship control
percentages listed on the applications that you've given
here alsoc listed on the applicaticns as they were filed?
Yoo, Lhay are.

Do the plat and acresge totals on the exhibits reflect
the relative contribution that each tract is expected to |
make to each longwall unit panel production?

Yes, it 1im.

Mave all the parties in each of the units, South Longwall
! through South Longwall 4, exscute a unit and pooling
designation agreement?

Yea, they have.

Who are the owners of the coal below the Tiller seaa?
Hugh Macrae Land Trust and Cons.lidation Coal Company.
Are theece aleso your coal lessors?

Yen,

pid you mail a notice of hearing to all the parties that
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are contained in the spplicetica for establisheent of

each of the units?

Yos, I did.

And how was this accomspliskbed?

Py certified mail return recelpt reguestaed.

Do you have those returned recelipts?

Yes, I do. The original was given to the Inspector and a
copy of which 1s Exhibit 5.

McCLANMAMAM: 1 would sove the introducticn of Exhibit S.

(Return Receipts from Motice Malling marksd as
Exhibit 5.1
(Ma. McClannahan conticues.) In additicn, did you
prepare the notice of hearing that is listed as Exhibit
a7
Yes, 1 did.
And that is the hearing notice that was malled, is that
correct?

Yan,

McCLANMAMAY) I would move the introducticon of Exhibit 4.

(Hearing Motice for BUS2 Units marked as
Exhibit 4.)
(Ma. McClannahan continues.) There wers no unknown
partien for thie particular application, is that correct?
That*s correct.

You did, however, make a publicaticn notice in the paper,
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ig that right?
Yen, 1 did.
And what dates and in what papers was & notice ot
publicaticn made?
=he Virginia Mountaineer, the Bristol Herald Courier, the
pluefield Daily Telegraph en 10/24, 10/21 and 10/24
respectively.
And do you have proofs of publication for those dates and
papera?
Yes. They were previously gubsitted to the Inspector.
McCLAMMAMAN! Those are all the questions 1 have for Hr.
Arrington,
CHAIRMAN: Any questions, sembers of the Board?
(Witness stands aside.)
CHAIRMAN: Call your next wWitness.
McCLANMAMAM: 1'd like to call Wr. Albert, please.
CHATRMAN: 1 would remind you that you are still under
oath.
McCLAJMAMAM We would aleo like for the Board to accept
the qualifications of Mr. Albert as previously accepted

in docket nusber 160,

BAMDALL M. ALDERT

4 witness who, after having been previously sworn, was

examined and testified as follows:
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Q.

O » O »

Mr. Albert, would you please look at Exhibit 10 as it's
listed in the book and also on the slide. Mr. Albert,
the red cutline that's on Exhibit 10, is that the ourline
of the DUS2 south Longwall panels 1 through 47

Yen, it 1is.

Could you point out to us which is 1 through 47

Yea, This is 1, 2, I3, and 4.

Could you explain to the Board the operation of this
particular DUS2 unit?

Yem, 1 can.

I'm sorry. The four panels that are within what we are
calling the DUAZ.

Again, ¢ similar situation to what we had in the north.
This panel 1o about thres-guarters of the way mined out,
The development is dons and egssentially done for the
second panel. 00 agaln we are in an active Bining phase.
Thie time we only have four panels that will be mined
precluded from continuing this set of panels further to
the east by geological fault, the King Mountain faule,
which may otep over and start over again. Again, a
Rimilar situation. Part of it's ained and part of it

lan’"t. The wells are all existing and we're simply
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asking that wnits be formed ca the locogwall pesnal basis.
rould you explain why these run in a porth/ecuth axis ass
the others are in east/west?

pure. Again, as I menticned, the KEing Mountain fault
cuts across the property about here. It sisply best fit
for the sine plan for the panels to be oriented north/
south.

Mr. Albert, are there any other differences betwsen the
south Longwall panels 1 through 4 and the Northeast
panels 1 through 10 that you need to polnt out for tha
poard at this particular tisa?

The big difference would bDe the time. As to here we are
nearly five years away from this last panel. Here wa're
not quite two years away froms mining this last pansl. 8o
the entire process will be done in less than half the
time that we were talking about up here. Primarily that
18 thae biggest difference, That caused a little bit of
difference in our drainage pattern and whars we stopped
our boundary lines, but that was about 1it,

Mr. Albert, would all of your testimony given in the
Mortheast longwall panels 1 through 10 be applicable to
the Bouth longwall panels 1 through 47

Yen, it would., The only exception would be that in the
northern most panel up here, because cf the time pariod,

we felt it entirely proper to include the entire B0 acre
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unit as part of that last unit., Here agaln because of
the short life of these wells, we are coofining that
drainage to the pansl itsslf. That's based soclely on
time,

And the other major difference betwesen these particular
units and the ones in the portheast arsas &re as Mr.
Arrington has previcusly indicated and that is that
Pocahontas Cas Partnership controls 100 percant of the
interest in this particular unit, is that correct?

Yes. We do control 100 percent. We do have a voluntary
agreement frcm all the parties to pocl this in this
fashion.

EVANS:, I've got one questicon. When is mining acheduled
to begin on thie unit?

ALDERT: The mining of this pansl here is about three=-
quarters compleate,

CHAIRMAN: Are you malntalning records on a specified
froquency of the production advance of and during the
longwall mining that's taken place in producticn of the
coalbed methans ganm?

ALDERT: Yens, olr, we are.

CIA T RMAN On what [requency are you maintaining that?

ALBERT: As, ap testified to by Mr. Kennedy, each well 1is
equipped with an orifice pater. We read the mater cn a

seven day == the production is recorded either on a seven
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day chart or 8 thirty-coe day chart. Those cRarts are
gent to our ressarch departsent for analysis. Esseatisl-

ly the production cn esach well is read every day.

ME, CHAIRMAM: Do you believe that the dats that you're

HA ,

MA .

M)

receiving on a cusulative besis will allow you to sore
exactly project the drainsge patterns and the life of
drainage for future wells?

ALBERT: Yes, sir. I think that in dus tise it will allow
us to have a better handle. Certainly as with any
process, the more data you have and the longsr ycu've
done 1t the more femiliar you're going to be with 1t. @S¢
1 think as time goss on we would be able to make a more
accurate model, 8o to speak, of what is happening in the
coalbed methane drainage.

CHAIEMAN: Froms the data that you've cbsarved over the
pagt peven years that you have been collecting dats, are
you noticing any changing trend now versus when you firast
started out?

ALBERT: Mo, sir. It has bsen falrly constant. Tha
typical production that we talked about up hers this
morning would be very similar to what we have encounter
down here. It has resalned f[alrly constant over the
entire sine area.

CHMAIRMAN: Any other questions, members of the Board?

EFLLY: One quick question. I understand your reascning

17%




]
i
i
L))

18
L
ia

Ll

n

P |

for nct incluoding the area to the south of this i the
units. But what 1a the projectsd status of that for
eining or what heppens to the scuth of that area?

MR. ALBERT: If I undsrstand your Question correctly, you're
poasibly asking e what about the 00 acre units we cut in
essentially in half --

Wi, KELLY: I understand your reascming becsuse of time for
not including the aresa om the scuth side. But what 1is
the status of that area as far as future development?

M. ALBERT: We, in fact, planned in 1997 drilling to come
south of cur active Bining &res and do scees stacd alcns
coalbed methane wells on 80 acre units. I say be getting
a bit ahead of syself here at this point, but if we
include a4 well 1n either of these units which is likely
we would probably come before the Board with a petition
that would ask you to let us include this area that we
did truncate with the aine plan unit.

MR, EELLY: BDut that is etill your leass to the south sida?

MR. ALRERT: VYes., mir. That is our leass.

ME. KELLY: 80 you will be doing the longwall. It's not a
property boundary or a another mine boundary?

MR, ALDERT: Mo, eir, it is not. It's still our lease.

MP. FELLY: You mentioned the King Mountaln fault on the saast
gide there. Is that aleo effected the development on the

north seida?
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ALBERT! TYes, it has. The King Mountain fault cut right

across this =-=- if you look at cur mine plan, the cne
thing that is consplcucus 18 there is & large wirgin
block of coal here. It is cut diagonally by the King
Mountain fault which precluded longwall developsent.

EELLY: Thank you,

CHAIRMAN: Any other questions, members of tha Board?

MCOLOTHLINI fouth of your longwall area does Consol ever
axpect to mine that?

ALBERT: I would refer that Qquesticn to Mr. Margan who can
probably anewer that better than I can, if that's ckay.

McGLOTHLIN:G Okay. I'11 wait £ill Elizabeth brings hims
up.

HMCCLANMAMANG Well, actuslly I think we had agreed that
MI. Morgan's testimony would just be taken from 160 and
accepted for this particular hearing. 8o You may need to
go ahead and ask Mr. Morgan.

(MB. McClannahan continues.) Mr. Albert, is it true that
the area south of the PUB2 Bouth longwall panels 1
through 4 are not in your present sine plan?

Hight. I can't anewer to this polnt. This 1s not in our
mine plan as of today. It certainly doesn't measn =-
naturally, economie conditions could change and thie coal
could be mined. Dut as of today it ie not in our mine

plan.




(Witness stands aslds.)

M3, MCCLANNAMANI: Mr. McGlothlin, you're welcome Lo ask Mr.
Morgan about future mining plans if that's ths way you
want to handle it.

MR. CHATRMANI I would just nead to stipulats that you'res
under cath in answering and responding to the question.
You can go ahead and ask him.

MR. McOLOTHLIMN: Let me ask you this. Is it pot true that
Consol's coal lease goes much more south than what wa're
sesing on thess mapal

MR, MORGAN: Tf I could refer you to Exhibit 10, I'11 show you
what we consider a minable limit of this coal reserves,
fies this mine that goes right along through here, that is
our plus or minus three foot line. Due to fanning of the
acam and coal quality we stopped our mining at this point
for thie time frame. We are leaving this set of mains
through here open as well as an accesse through here to
gal to == there'a another pocket over in hers. Thers 18
minable coal here. There is re-sinable coal here, but
not undar todays market. Dut we are leaving access to
that coal. I would expect it in the future to be mined.

MR, HcGLOTHLEIN! Could you give ms a rough estimate of where
your coal boundary ends in relationship to the map you
have Lhere?

ME. MORGAM: Our lesses extend beyond this. This is the three
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foot seam thickness which we consider cur mine cavelop-
ment, Our coal lesses do extend Leyond this.

MR. EELLY: Just a follow up on that. What you're saying that
Bines plans are at this point inconclusive and maybe even
not too likely in that ares, particularly where the fault
ig located. But it is not possible that the arsa could
still be drilled -- the coalbed methans production --
whether or not you actually includs that in your mine
plan.

MR. MORGAN: Yes.

MR, KELLY: A reasonable expectation as far as the development
of those other unita?

MR, MORGAN: As 1 stated, and 1'e getting a bit ahead of
eysalf, but in ocur 1992 drilling plan we do have plans
that include the drilling of this area.

MR, KELLY! Wwhat about the area to the north?

MR, MORGAM: As of present we have no plans to develcop that
area, That could change. That's been something that's
been on and off the table as an area because our mine
plan == even though it's cut by the fault, we're still
not certain what we're going to do in there. 1It's very
close to active mining.

MP. EELLY: Thank you.

HME, CMAIRMAM: Any other queastions? Do you have any other

Wwitnoopaaa?
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. EVAND: Yeob..

Albert's testimcoy from docket nuaber 160 also be

accepted focr this particular wait applicatioa. in
sddition, we would move the introductiecn of all the
exhibits that we'we submitted to you, 1 through 22, for
the South longwall panel units 1 throsgh 4.

CHAIPRMAM: Okay.

(Exhibits 1 through 22 of Scuth Lomgwall Pamel
Units 1 through 4 marked.)

EVANS: I've got one little question on all the exhibits.
It appears that you're showing the sealed gob unit as far
as the cutlines as opposed to just saking that -- is that
what 1'm lcoking at?

McCLANMAMAN: You pean cn the lsopac maps?

MeCLANMAMAN | They conly have the gob unit lines instesd of
tha ==

EVANS: I was making sure that that's what I was looking
at. That's the gob unit and not this particular unit.

S0 items &, 7, 0 those particular boundaries ars not the
unit boundaries that we're discussing right now.
HoCLAJMAMANG: That is correct.

EVANS: Thank you.

CMAIRMAM: 1I'1l ask you on the Board's behalf to restate
what you're asking the Board to do, the relief that




You're seeking. Tou're asking us to establish rules

regarded a number of VWVHs that may be ccavertasd?

MO, McCLANNAMAM: That is correct. And additicnal wells that

can be drilled within cnits sas long as they're 100 fest

from the unit boundary lines.

MR, CHAIRMAN: 1 guess what I want to specifically ask 1is i85

that consietent with what you've actually proposed for

us to do, Are you asking us for scmething different

than what we've heard testimony on ==

MO, MCCLANMAMAN: Than what we've proposed in the application?

MR. CHMAIRMAN: == the location of the wells and the propased
wall?

MO, HCCLAMMAMAN: Mo, sir. Ws have not changed that from the

application as it's listed.

MR, CHAIRMAN: I'®m trying to make sures no one gets any

surprises here. Any other questiona? Mr. Bwartz, did

¥ou have anything that you wanted to say?

MR. BWARTZ: Mo, Mr. Chalrman.

Hi. CHAIRMAN: Are there any other parties in the rocm that

want to address the Board regarding this case? If not,

what's your pleasure, Board?

M. MCGLOTHLIN: I have a motion, Mr, Chairman. T make the

BOLion _that we approve the application,
HE. CHAIRMAM: Wo have a motion to approva the uppllcltign.

ME ., EVANG Oocond
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MR, CHATRMAN

A motjon and a sacocad. All in favor sl

by saying yes. (ALL AFFIRNM. )

All cpposed ssy no.

f

The motion Carries.
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ITEM 1V

Wi, CHAIRMAM: ‘The next item on the aganda 1g¢ & petiticn by

pocahontas Gas for the establishment of & sealed coalbed
msethane gob unit designated as the BUS2Z., This is Docket
Husber VOOB-91/11/19-01%9, T would ask that all parties
that wigh to address the Board regarding this patter to

pleaase etate your nase.

JOMEA: Mr. Chairman, this is a sealed gob unit very

similar, of course, in principle to the application
submitted in connection with docket nuaber 161 with
regard to the north unit. And we would ssk if the Board
would agree that we might have accepted as part of the
teatimony here the testimony of Mr. Carmody who tenatified
in regard to the dochet number 161 application. What we
would propose then ig to again briefly ask Mr. Arrington
gome queations ahout the specifica of this application
and Hr. Albert to explain any differsnces betwean this

mituation and the sarlier one,

CHATRMAN: I@ there any cbjection, anyone that wants to

address the Doard regarding this? Is that acceptable to

the Board? Okay.

. MeCLAMMAIANT The firet witness we would 1like to call is

HMr. Arrington.
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LECLIE K. ARRINCTON

a witness who, after having besn previcusly sworn, was

exasined and testified as followas:

RECT EXAMINATION

NY WO. MWeCLANHANAN

Q- could you state your full nase for the record, pleasa?

A. Leslie K. Arrington.

MO. AcCCLANMAMAM: And the Board has indicated it will accept
his gualificetions from the previcus hearing.

MR, CHAIRMAM: That ls correct.

Q. {Ma, McClannahan continues.) Jow such of the coal estate
is centrolled by Pocahontas Gas Partnership in the BUB2
soaled coalbed methane gob gas unit?

A 100 percent of all cocal belew drainage.

Q And what percentage of the oil and gas is controlled by

Pocahontas Gas Partnerehip in thie particular sealed gas

unit?
A One hundred percent.
Q. And what percentage of the coalbed methane gas 1o

controlled by Pocahontas Gas Partnerahip?
A One hundred percent.
Q. Are those the sape ownership control pe'centages that

woie ligted on the application as you filed ALY
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Tes, they are.

Hove all parties in the BUS] ssaled coalbed methane gob

Vas unit executed & unit in pooling designation agree-
B#ntL?

Yao, they have.

Will each of the tracts in the BUS? sesaled onit partici-
pate on a surface pParticipation basis?

Yab.

Are the plat and acresge totals that are listed cn ths
oxhibit aleso the relative contribution that sach tract is

expected to make to total pus2 production?

Yem, it 1is.

Who are the owners of the coal below the Tiller sean?
Hugh Macrae Land Trust and Consolidation Coal Cospany.

And do you have coal leases from both those parties?

Yen

Are the ownership percentages that you've just indicated

Lo us as shown on Exhibits 1, 2, and 3 of thse booklet
that wae have subsjitted to the Board?

Yeo, they are,
HCCLANHAHAN: I would pove the introduction of thase three
enhibite.

CIATRMAM: Without objection.

(Coal Control Map marked as Exhibit 1,)

(011 & Gam Control Hap marked as Exhibit 2.)
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(Coalbed Methans Control Map marked as
Exhibit 3.)
(M8, McClannahan contifues.) Was a nctice of hearing
pailed to the parties that are contained in the applica=-
tion for establishment of this drilling unit?
Yas.
Ie that hearing notice that was mailed listed at Exhibit
47
Yes.
McCLAMDAMAN: T would move the introduction of that as
Exhibit 4 to the hearing transcript.
(Hearing Motice for BUS? marked as Exhibit 4.)
CHAIRMAM: Oksy. Mr. Fulser, will you wverify that?
FULMER: 1 verify that.
(Ms. McClannahan continues.) The notice of hearing, how
was it mailed to each of those parties, Mr. Arringtcon?
Certified mail return receipt requestad,
And do you have those returned receipts?
Yeas, 1 do, The originale were given to the Inspector.
FULHWER: 1 verify that, Mr. Chalrman.
(Ma, McClannahan continues.) And are copies of those
receiptas listed at Exhibit % of the applicaticn?
Yes, they are.
McCLANNMANAMT I would pove the introduction of Exhibit 3

ag liated in the book pubmitted.
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(Peturn Receipts frcam Notice Hearisg marked as
Exhibit 5.)

(Ma. McClannahan continues.) There were oo unknown
persons or addressed for say perscns for this particular
unit, is that correct?

Ten. that 18 correct.

Mowever, a notice publication was ijssued?

Yes, it was, in the Virginia Mountaineer, the Bristol
Merald courier, the Bluefield Daily Telegraph on 10/24,
10/21 and 10/24 respectfully.

And do you have proofs of publication for those publica-
tiona?

Yes, I do. That has also bean previocusly submitted to
the Inopector.
FULMER: I verify that.
HcCLAIMAMAN: Those are all the questicns I have for Mr.
Arrington,
CHAIRMAN: Any other gquestions, semsbers of the Board?

(Witnegs stands aside.)

McCLANHANAN: The next witness I'd like to call is Mr.
Randall Albert. The Board will accept his qualifications
from the previous hearing, docket number 160,

CHIATFAMAN: That 18 correct.
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PANTALL M. ALBERT

a witness who, after having been previcusly sworn, was

oxsmined and testified as follows:

DIRECT ETAMINATION

BY M8. McCLAMNAHAN:

Q.

Mr. ALbert, with regard to the BUS2 pealad gob unit as

it's been proposed I believe that is cutlined in the map
at Exhibit &, 1s thast correct?

Yen, 1t 18,

And as shown on this particular slide.

Yeu.

could you show us the outline of the boundaries for that
particular sealed unit?

Thie the boundary of the sealed gob area as shown again
to the wast. It matches the sesled gob area of BUS1 to
the south the mine plan boundary, I will call it, to the
north, the mine plan boundary, and to the west it is the
game line. Again, the mine plan boundary is as It was
with the panel by panel unit, very similar to the BUSI1,
the BUNM 1 or the BUNE 1.

llow did you determine to use these particular boundaries
for thie sealed unit?

Again the western boundary ie matched by the BUS]1 unit.




The gouthern boundary is the same as any bousdary.
Dehind the longwall we come to the edge ol the bleeder
entries. The western boundary is the same as we have
done in the past, particularly the southern end of the
BUM 1, again to the edge of the bleeder entries. The
northern boundary is to the edge of the malns that are
along the sealed line.

Where will you locate the geals in this particular unit?
The seals for this particular unit will be across hare,
across the bleeder path here, prcbably again across the
paina and possibly, depending on what our mine plan is at
the tiee, either across the mouth or across the malns in
thie area.

Will the production and developsent of this particular
goaled unit be the same as the production and development
for the BUNE ] mealed gob gas applicaticn that was
submitted as docket number 1617

Yoo, it will. Again we will in all likelihood from what
woe know today produce out of one well per panal. Each
panal again will be kept inactive at the 1 geam level,.
Wa will pay for whatever gas ip produced bassd cn the
entire unit mizge.

Are there any other differences between this particular
unit production and the Northeast 1 unit production that

you liaven't indicated to uas?
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Ho, there are no.
pesides the fact, of course, that you coatrol 100 percent
of the screage in this particular unit, is that correct?
Again that is correct. In this unit as in the lengwall
panel units, we do control 100 percent of the gas, oil
and cosl and coalbed methans and we do have a voluntary
agreemsent agalin with the parties for & unit designatico
pooling agreement.
With the exhibits listed at 0 and 9 as wa have gubmitted
and you've previously discussed for the Mortheast 1 unit,
would the development of the wells in this particular
area be the sape as those of the Mortheast unit?
Yes, they would. Those are the cross sections again of
the longwall panels. The discussion and sy Ctestimony
would be the sase for the scuth units as the north units.
McCLANMANMANG 1 would move the introduction of Exhibita 6,
8, and 9.
(UupGe Quad Map with Mina Plan markesd as
Exhibit 6.)
{Horth/Bouth Cross Bection HMap marksd as
Exhibit 6.)
(Eapt/Weat Cross Section Map marked as
Exhibit 9,
McCLANMAMAN: As previously indicated by Hr. Jonas, 1

would alego request that the NDoard accept Mr. Albert's
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testimony cn the BUNE 1 sealed coalbed methace gsb gas
unit application for this spplicatiocs acd also move the
introduction of Exhibits 1 through 13 as we have gui-
pitted to the Board for this particular spplicaticn. We
have no further witnesses.

CHAIRMAN: Any questions, sembers of the Board?

EVANG: I've got & questicn and it's more for =y owm
information, though, than anything else. You say that
there is a potential for further cocal recovery south of
thies unit and you're going to leave the mains open. How
are you going to maintain those mains with two sealed
units buttercupped against each other?

ALBERT: I feel it would be more proper for Mr. Morgasm to
answer that than msyself, if that plesses the Board.

MORGAN! Mr. Evans, could you repeat your question. I
couldn't hear you for the fan over here.

EVANG: A potential for the recovery of the coal still
exipts south of this unit and you've got two units that
are going to be sealed for the comment of area, how are
you going to maintain access? It's just a questiom -- I
want to know how we're going to get down there.

MORGAM: It's not really a common barrier. We have
adopted a common line betwsen units to elisinate any
little gap that runs through between the sealed unite.

There 1o a barrier to be left at each side of thase
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saing. There's atou: & 100 foet BarTiar Detween 3w
gatlas bete 18 ZBese malns and thare’s 300 o 420 fout
barrisrs betwees the malcy Bere a=d tRese [lzas. We
broucht the lize to the middls Bere Just U5 prevent
soybody [rom losing owt.

HMR. EVANE: Thazk jyou, elr.

MRE. CHAIRMAN: Aoy otiber guesticag?

ME. McCLASBIASAN: That's all we Bave.

ME, CHAINMAN: OChay. What's your plesascre, Board?

MR, EVANS: I Bowe we accept the spplicatics as submittsd.

MR, CHAIRMAN: We have 8 Botion.

MR, WcCLOTHLIN: Seccond.

ME. CHAIRMAN: A Bcticn snd a second. All in faver sigoify
sayin . [ALL AFTIRM. All RO,

(BONE.) The moticn carriss. Ms. McClapmaban, I would

like for you t2 prepars a draft of ths erdars for thasse,

pleass.
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iTEm VII

CHATEMAN: The next item con the agends Iis & petitica by I
OXY, USA, Inc. for the establishmsnt of driliing maizs in
the Cakwood Coalbed Methane Gas Field in Buchasan,
Russall and Tazewell Countiss of Virginia for cnsealed
gob gas, short hole gas, long bBole gas, and gas from
increased density wells underlyicg the subject lands
located in Buchanan County, Virginia. This is Docket
Huaber VGOD-91/11/19-0162. I would ask those that wish
to addresc the Board regarding this proposal to pleass
identify themaelves,

OWARTEZ: Mark Owartz and lNoward Salisbury, counsel for
OxY.

CHATRMAN: Any othare?

JONES: Mr. Chalrman, we reserve the right.

OWARTZ: Thie 18 an application for field rules that
ancompassed the ODakwood fleld. 1I've given you all an
cutline which is Exhibit X. This 18 a reference to sosme
of the testimony Lhat can expact to hear and an explana-
tion, I think, of the salient festures of the plan that
wa're proposing == the field rules plan that we're
propoeing today. 1I'd like to give you an introduction
which 1 think will save time. 0o I'm just going to

proceed with that introduction and given an over view of
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what this proposal contesplates. Mr. VamSalsa will
testify. Mr. Wilsonm will also testily with regard to tlll
characteristics of the field, socme draicege issues with
regard to the origins]l Cekwood order. HNe participatad
and testified when that originsl order was estered. And I
I will have some brief{ testimony as wall from Steve
Breeding of Island Creek Coal with regard ts mining
techniques insofar as they might ispact cn field rules.
The starting point of the field rules so that you
understand where we're coaing from, Exhibit A which was
submitted with the application is essentlally & copy of
the Oakwood field that was dealt with in the original
order of May of 1990, I'®m representing to ycu that
limites pcope of what we're asking todsay ls coextensive.
It 1e i1dentical to the Cakwood field and Exhibit A that
was tendered with the applicaticn is the gese grid. The
only difference, and there will be testimcny later,
between what you see on Exhibit A for these field rule
applications and the Oakwsod mep is that the units that
wa're talking about, the 80 acre units, which are the
sape grid, the sase size and the samss location, do not
have drilling units. You'll notice that this is not a
second gquare in here off set 300 feet. This applicatien
does not seek Lo have drilling windsws established for

short hole production, long hole producticn, increased
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density wells, or sctive gob. Acd there will tastimcaoy

that will explain to you why we thiok there a meed pot to
have drilling windows for those kinds of production.
These field rules will not change the Cakwood rules that
are already in plece. 80 if you come in and you drill a
CEM well in one of these 80 scre units under the Oakwood
field you're going to be in the drilling, yru‘re going to
have a drilling window to contend with, and ycu're going
to have that to contend with. These rules would only
come into play of there were secondary producticn. I'm
using that term in sort of a gensral sense. Bat if there
was production in addition to the initial CBM well that's
canterplated by the Oakwood rules, all of the kinds of
production that we're talking about in these units
erogentially are assoclated with mining because we're
talking about increamsed density walls dictated by mine
planes which can be located anywhere at the request of the
Bining cospany as the atatute provides. I'ms talking
about long hole and short hole gas and active gobs. BSo
the threes kinds of production that this ordar would apply
to would be production associated with a mining process.
Gur plan really has little, if anything, to do with
Bining in the sense that it's a uniform plan for the
whole field which I recall 1s about 100,000 acres, to

the extent it deals with mining and there will be




teptimony and there are exasples in the cutlice, [T doas
address how do you allocate productica from long boles,
short holes, gob gas unit, gob gas or active gob coming
out of longwall panels. How do you allccate it bDetweesn
80 acre unite and then also how do you alleccate cost for
increaged density wells. To the extent that thare are
going to be costs asscciated with leng hole or short Ecle
gases. 1If you want to allocats back to participants or
carrier operators, how do you allocate thoss costa.
Eesentially what we're talking about and will be talking
about in the application ocday is we would start with =--
what we're going to try to %o is show you the methodology)
that we have came up with «<hich wa belisve allows the
allocation of cost, ths alincs*.on of prodocticon, within
the 80 acre unite that were originally sat up for this
field and worke basically with any mine plan you've ever
cape up with. When we initially dealt with the Oakwood
field rules wé took mining into coneidearation and we
believed It would waork. Eassentially we are now getting
to a polnt where pompetime sarly next year there will be
production from mining or asscciated mining by Ieland
Creak Lhat we need to bring on in mining and we beliave
that our proposal accomsodates virtually any mining plan
you could imagine and allocates production for revanus

falvly between unita. It takes the relevant factors into
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consideration 18 allecating both production aad cost.
The kipds of things that you ses in minipng and you Bave |
alresdy heard about that. Fotentially =-- and these
address long boles. And long boles are holss that are
drilled into the ribs and into the face in & coal mine
where you'va Qot develcpment and this is an entry. and
you can drill a long hole the length of ths leagwall
panel. You can drill it in the proposed entries to drlln1
gas. B0 what we're Qoling to dealing with is how do you
allocate production from long holes in panels to a group
of 80 acre units. We also going to be talking about how
you allocate producticn from short holes to panels and to
groups of B0 acre unita. How do you allocats gob gas
production on an ongoing basis among the 80 acre units
we've seen. In sdditicn, and this is ths last thing that
we want to consider, is you start off with a prisary
developeent where you have CEM wells and these are in the
unit, but you have the conventional coalbed methane wells
that we've been talking about for about a year that we
can pool. And at some point as the mins plan point
begins to get closer you're going to drill increassed
denpity wella. What we have done here is shown some
lncreased density wells which we are calling == you
distinquish thems as VVile. We see that there's not a

gpacing In the panels driven by the line increase for
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these VWHs. And ycu have more of them and how ares you
golng to allocate production. Ecsentially what we are
golng to be talking about today is bhow do you take the
various sethods of production that come alcong as &
secondary phase of production into consideraticn and what
Is a sileple fair way of allocating this producticn to
units given due consideration to physical waste, eccncalc
waote, due consideration to correlative rights and a fair
share of the preduction frem any given portion of the
acreage owned Dy any given mineral owner. Ho that's

what we're going to be talking about today. And the
goal, 1 guess, ie to demonstrate to you that the problen
Wé need to be addreseing with field rules is not whether
Or not sining can take place. The statutes that we're
dealing with here give mining companies the absolute
right to say where they need a VWil and how Bany they
need. 0o that's not really -- to some extent the mine
Plan will call the shoots because of the way the ptatute
i worded. 8o we're not talking about whether or not
that'e going to happen. 1It's going to happen. But what
waé are talking about is what ip & fair way to dsal with
royalty owners, people who want to be carried, pescple who
want to participate, when you have this secondary
developsent, gfome of things that we nsed tu talk about

and think about are when is it fair to make pecple pay
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for increased depsity wells? Should scsecte who wants %o
participate in one of these units have Lo pay for all of
the VWMs and all the CEMs up front to participate or
should the CBEMs be drilled, participation occur, and as
increassd dsnsity wells are added as they are needed in
advance of mining, should there be a second participa-
tion? With regard to royalty interest cwners, there are
different sorts of royalties cut there on leases. BSose
of are escalated and they escalate at a point in Cise
when the lessee has recouped a certain asount of coats.
1f you allow all the costs to go in up front, that
royalty escalation 15 delayed perhaps for {ive years,
perhaps for ten years, because it‘s not going to pay out
until mine through comes. The same thing happens with
carried operators. If you load costs up front early the
amount of cost that have to recouped and the sultiple of
roat Lo going to be & greater nuaber that will not occur
but from mine through. The other problea =-- and this is
the laet thing and we'l]l move into the testimony =-- that
you need to focus on is mine plans change and cne of the
thingas that our proposal is attespting to do is what
happene 1f your mine plans change? If you go in, and we
know from the preexisting Oakwood order that all you need
under that order to drain one of these units is cne well,

po if mining doesn't occur in these wells or allowed to




last their life expectancy of fifteen Lo twenty years,
they're going to drain these units and you're goieg to
have a one well cost to do that. 1If you drill additicnal
welle to increased density and sine through does not
occur, you've got a well on there that didn't pake
economic sense that doesn't make ecocnomic sense that
increased the cost and if scmeone has been carried, will
it ever pay out? And the focus of our plan is that if
developeent is phased ysu are less likely to have
problemas down the rosd trying to == 1 Bean, 1f your mine
plans change and mining dsesn't occur bere, how do you
back all this out? Do you need to back it out? Do you
need to reallocate royalty? And essentially what ocur
pPlan takes into consideration is that mine plans occur in
stages, production occurs in stages, mine plans are
subject to change and the VVis do not go in until the
Bine plan is relatively close to {Insudible.) 8o the
chance that it's not going to happen or that it's going
to be changed ie lessened and that the Boney is spent
Bore closely in tise and allocated to participants or to
people who want to be carried more closely in time to ths
point at which it's likely to pay off. The increased
density woella are likely to pay out in event of mine
through. As production, is it going to make gense for

B0re than two wells or more than one well or three wells
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or four wells. With that introductiom, I'd like to call
glen VanGolen as sy first witness unless you all have any
guestions about where we're headed.

CHAIRMAM: Any questions? Ckay. Call your witness.

CLERK: (Owears witness.)

GLEN VANGCOLEN

a witness who, after having been previously sworn, was

exapined and tepotifled as followsa:

DIRECT EXAMIMATION

DY MR, AWARTE!

a.
.

Q.

ftate Yyour nase, please.

Olen VanGolen,

1 will remind you that you are already under osth. MNHr.
VanGolen, did you participate in the preparation of the
application for the eatablishment of drilling units that
are under consideration?

Yen, I did.

With regard to this application, does the application
cover the sxiating Dakwood fleld, the same area as the
edioting Oakwood fleld?

Yoem, 1t doep,
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Q.

A

And what geams dses it cover?

All the ses=s below the Tiller all the way through
incleding the Pocahcntas #2 seas.

Are those the same seans thot were covered by the
original Oakwood order?

Yep, it is.

Does the applicatiocn that's under consideraticn today for
field rules address the same pool or reservoir that was
recognized by the predecessor of this Board in the
original Oakwood order?

Yes, 1t does.

What kind of production is contesplated by the applica-
Lion that's under consideration today?

All the long hole, short hole and unsealed geb production
and increased density welles.

We have some dafiniticns of that and if you could maybe
put thoege on the screen and quickly tell the Board what
we're talking about in terms of the variocus kinds of
productiona.

I think most everybody has besn through scme of this
today, but eo te clarify to where wa're going here, this
ie basically straight from the statute. GCob preducticn
ls fros the D stress zone and it's after longwall mining
has gone through. The mined out area occurs dropping the

over burden and you change reservolr characteristics
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within that ares. You change perseabllity. TYou've gons
from a millidarcies to a darcies flow. TYou've done some
thingas there that alter your reservolr paraseters. The
active gob production In a non-sealed ares, these are |
wello that are sssocisted with this gcb area. Typically
vertical bore holes drilled in advance of mining from the
surface typically sake very little gas initially.

They're not stimulated, They can be stisulated in the
case of some operators. But after longwall mining occurs
they have tremendous flesh production, tresendcus volumes
of gas liberated, and we hope to be able to incorporate
that into our production scheme. These are the coalbed
pethane gas wells that are contesplated in the Oakwood
field rules. These were vertical bore holes drilled
either through the ) seam or on top of the J seas or at
gome point where you can perform a frack jeb, frack for
stirsulation and enhance permeablility, get flow, and
produce under noreal oll and gas sethods., Short holes,
you've heard some about this today and Mark's explained
scme of this, these are horizontally drilled wells
initially hooked up to a pipeline, brought to the surface
from a vertical well bore. As they are mined through
they are brought off line, they are fused with water for
duat control. They vary in life. Typically short holes

are in there for only a year. The length of time the
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. EWARTZ: Obviously. all thesse productions nesed to be

pare]l exists. But the gas is scd can bDe maintaised or
will be tried to be masintained pipelice guality aad can
be produced and brought to the surface and productics
hopafully allocated 1If we get sverything golog hare cn a |
longwall basis. This is scas technology that is currsnt-
ly being done or contamplated. These are basically ths
gams thing as short holes. What we're trying to do is
extend the length of these longwalls. What wa are boping
for is anywhere from 3,000 to 4,.000. If we can go 5,000
feer, great. It's the ssse kind of things., It's '
horizcnal drilling technolcgy and the whole idaa is dagas
prior to mine throughs and entry ways and long holes in
longwall penels. And this will be connected to the sase
pipaline systes underground and thsn brought to the

surface through the sape vartical bore hole.

petered In a way where we can allocate and distribute
production ascng all the interested parties. The thing
you've aleo heard some about today is the sealed gob
production, MNow, thies application does not contemplate
the pealed gob production. We're excluding that frea
this. We feal that it's better asddressed by what the
foard has previously epproved where there's a redefini-
tion of the area that's coentributing toc the ssaled gob

and we don't feel that this application will work for
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this. Let's move to the heart cf the satter in terss of
how these field rules address allocatiocn lasues. Teou've
got some pans there and I'm not real concerned what order
you takse this in, but I would like to explain ts the
Board -- one of things that you need to undsrstand is
that thie application requests specifically that the
Board spprove an allocation sethodology which would
require the filing of mine plana. In othar words, we
would be allocating based on mine plans. 8o you need to
understand that cne of the things we're asking in this
applicatien is that the Board approve a genaeric alloca-
tion of production methodology that would require filing
of mine plans on which the allocatiecn i1s based. So this
is not a hypothetical. 1In terms of your interest in it,
Wo're actually asking you to do scasthing along these
lines.

(The witness continues.) 1'm just going to doodle here,
oo If you guys have questions I will bring the scenario
up and then you can ask your questions. Basically what
wo're talking about here is just a production sllocation.
You've got 80 acre unita with longwall panels inside the
AD acre unite., Initially, as you see on some of this
diagram, we might have some CDMe in here that have been
fracked, have been stimulated and produced for a period
of time. They are under the Oakwood field rules. At
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some point in tise as this pian gets daficed -- as tRis
pansl becomes a defined ares, we ptartsd driving eatries,
we ses it's isolsted., There's a pericd in Rere wiere &
guy might have to cose in and drill a few Vils to help
out, you knecw, most likely. We're talking == esch panel
has anywhere [rom four to six =-- you've sesn seven VVH
panel this porning. These wells will be drilled. The
production will be metered at each of these points and
brought forth on this longwall panel and allocated back
to these 080 acre units. BSo, in other words, if this
panel based on surface screage has 20 percent, this guy
here has got %0 percent and this guy here has )0 percent

of the total acreage associated with that longwall panel,
you're going to take the production from all four wells

and 50 percent is going to get allocated to everybody in
thies unit. Twenty percent of all the production in this
panel will be allocated to all thes people in this unict,
The whole idea 1is here these people have participated in
an B0 acre unit and are entitled to the gas under that B0
acre unit in some panner. You're not going to distribute
across & new unit line, They've put their money up
front., They're participating. They've been pooled and
they've been carried. They're entitled to this gas.

Let me interrupt you for a second, Glen. TFrom a dralnage

ptandpoint the original Oakwood fleld rules were predica-
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ted on some assuEplicns with regard to the gesology im
draipage. Asd what happens to those assusptioms with
regard to drailnsge whenm you start isoleting leagwall
panels by driving eantries and so forth?

Obvicusly, if you had this well hRere and had frack
through 1t and you started isoleting this you've Dow
limited the length of that frack at least in that seas.
Your other seams, your up hole seams, still have your
frack, still have your extension. They're still effect-
ively draining this upper burdsen on top cof this 80 acre
unit, They're ptil] entitled that production of tha 4
gean and % ceanm and the 7 geas. As this gets ilsolated
production scenarics are going to change in that panel.
You've not got a4 == in the case that you start mining in
through here, you're going to start gob in this well
here. The pecple in this unit are sntitled that gas,
allocated amcong the same acreage basis hers amcong this
unit. HNow, you've cut this wing here and ycu have
limited production and also you have this tresesndous gcb
gan and you're still going to allocate to all the people
of this unit. Just because you put these fictitious
boundaries in there, they're still entitled that gas. II
you get another panel in here, the gas that's underlain
by this acreage here 1o going to be allocated back to

them The same here. It will be allocated back to these
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Fecpie based on the percentage of the leoaswall pasel.
MR, CHAIRMAN: What's to prevent you from =-- 1if you Rave

ownarahip of the acresge within the cester mait caly,

what's Lo prevest you from drilling your wells there and

still draining effectively the two outer units withous

any pay?

. EWARTE: These fisld rules.

. CHAIRMAM: How would they do that?

SWANRTZI: BRecause they would require you to allocate.

3558

CHATRMAN: Maybe I missed sosething. I thought he said

the allccation would be based on the nusber of walls
within that unit.

HWR. BWARTZ: MNo. The allocation will be based on the surface

@creage of this total panel. BSay this well's pot even

here. 1t wasn't even drilled. As you come along and gub

this area and continue to mine, essentially this gas 19

going to contribute to the over all producticn in this

panel. You're creating darcie flow. You've extended the

Ffeservelr parasaters beyond anything we could think of.

o the gans under this io also contributing to the over

all production in this pansel. This guy should reap in

the benefite of the production. MNe should also be

allocated aome of the cogt of the preduction in these

welle, operating costa, things like thet. He dossn't

only get the benefits, he also gets some of the coata




asgociated with it. And all the pecple within this unit
contributed in that. They were entitled that gas in the
first place.

‘| ma. mcoLoTHLIN: Joe Blow owns the entire C 80 acres and he

owna It in fee. And you come in and you mins and he

¢ doegn't lease to OXY, but yet 10 percent of the longwall
£ ieg underneath his ground snd he's going to get 10

' percent of the money. But you want to go back and chargs
' him 10 percent of the cost when he wanted nothing to do
L. with it to begin with?

"I WR. VANGOLEM: The premise here is that OXY OPC controls the

2 coal lease in which we are at least a claimant. Whom

L ever mining the coal 1s at least a claimant. It doesn't
o need to be OPC OXY. This unit would be coming before the
" Doard to force pool three units at cne time. When we

L came bafore the Board we would ocutline this plan, the

'f” nuaber of welle, the cost allocations, everything

- asgociated with those units. You would be able to see

" that the panel has been cutlined, the mine plan is in

0 place, the entries have been driven, here is the nuaber
n of wells anticipated, It BAy be that there's golng to be
o an esergency VVIl drilled there because the mine's getting
?1" in trouble. Chances are we're not going to have time to
»e get a permit to go and put a line in there anyway. It's
3 going to be done by the coal company. There's golng to
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be no way to get productios assccisted with that well.

In that incidence It's going to be bed. Unfortunately,
we don‘t have a mechaniss ts have an esargency persit.
(Mr. Bwartz continues.) Getting back to Kevin's gquasticn
though, is the fellow in € who owns the 80 scres in unit
C in fee going to be offered the election opticns
because he's going to be forced pocoled?

Yeo. )a's going to be forced pooled. He's going to have
the same elections opticn. Me's golng to be able to
participate in 30 percent of that unit. He's going to be
able to be carried, leased.

MCcCLOTHMLIN: Okay. The pame scenarioc. Let's say you're
at the center of the boundary of coal, betwaen ownership
betweon anywhere and Joe Blow again owna %00 or 600
acrea In fee and you drive the mine up right through his
properiy and you're getting the gas off that and you're
Yolng to bleed some gas from his profit. You don't have
It forced pooled, It'g ==

VANGOLEN: Let's pay that was a mine property boundary.
Thie acreage would also be forced pooled in this unit.
fo Joe Blow who doegn't have anything in this mine ig
aleo going to have the right to participate. Me's in
that unit., He's entitled to a production and share in
allocation of production.

HMcOLOTHLIN It'e coning together.
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MR, VANGOLEN: That's all the spplicetion 1s is an allccatics
of producticn. It establishes the same units end --
procbably the easiest one to first realize acd this alaso
explains why you really can't have a 100 foot off set,
when you start doing short holes and all this is brought
to some point over here not even in the same unilt, you're
going to be allocating production to these three 80 acre
units baced on this surface acreage. As You start mining
and yuu start dropping off short holes you're right by
here, this guy is still going to get a share of the
production of the gas. Likewise, whan it was procducing
under his acreage he was contributing to this guy who's
aleo receiving a share in production.

Mi. McGLOTHLIM: Cover the short holes and the drilling
windowes,

MR, YAMCOLEM; One other reason why you don't can't have
drilling windows is you've got these short holes in thas
middle of the panel and you can see that the short holes
are not dictated by any kind of a 100 foot window, 1
moan, they're going to be where they've got to ba. The
gsame thing might be with a VWH that's already there.

You can't have an off set provision for thesse kind of
productiona. It's dictated by the mine plan.

Mi. WcGLOTHLINM: Well, the drailnage area for short holes is

goilng to be what, thought? 1It'es going to be definable by
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VANGOLEM: Right. It's ths whole panal that the shart

the pansl that they're 4drilled ioto. IL's not tha 1
geology of the fleld.

holes are drilled into, the wiole length of the pamal,
where the producticn comes fros.

(Mr. Bwartz continces.) And we have & little different
proposal for long holes as I recall. OJlen, can you give
them an indicaticn of what wo ==

Long holes are a little different animal. To the extent
that you can dafine & drainage areas, they're drilled into
& previously isolated or anticipated isolated lengwall
panel or soon to be isolated longwall panel. What we're
recommending ie that you do it on a per foot basis. Bo
if this 3,000 leng, 2,000 of this long bole is in this
panel, 2,000 feet i¢ in this panel, and 1,000 feet in
this panel, this guy here is going to get two-fifths of
preduction. Okay. This guy would get two-fifths of
production. This guy gets cne-fifth of the production of
this longwall as it's setered right here. Just allccate
It on a per foot basie. The assumption is that basically
the pressure along that whole long hole 18 in virgin
area. The sechanise is going to be sssentially the same
along the whole long hole, diffusion rates are the same,
and you can allocate it based on a per foot basis.

Although sllecation of costs are not really an issue on a
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field rule, 1'4 like ycu to spend a mosent and we'rw pot
asking you to enter an order with regard to the alloca-
tion of cost because that coses up cn pooling, but 1
think for this tc make sense there has to scme explana-
ticn with regerd to cost. In general are we proposing
that there's to be an agreement in place with regard to
future develcpaant &nd cost alleccaticnas?

Wa're going to allccate cost the same way we're golng to
allocate producticn. In other words, if we've got four
woells in this panel that cost $100,000,000 snd in the
cage over hers where this guy docesn't have a well but
he's receiving preduction, he'‘s going to be paying fer 30
percent of the coat off all the cost of that panel. It's
not just this guy, though. It's everybedy in this unit
that's goling to be contributing in that. They're all
going to ghare in the preductions, they're all going to
pay their appropriate cost.

In terms of participation would the JOA that we're
recommending be incorporated in any pooling ordar? Mow
does the JOA handle participstion costs or how are we
proposing that it be handled? Are they all going to be
pald up front or are they going to be pald as development
procesda?

Mo, They're all going to be paid as developsent pro=

ceofla. And obviously as the panel 1la ilsolated and
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defined you're not locoking at a definable time. 1t may
be three years from now, They may be pooled this year,
but costs aren't going to hit till three years from now.
That's when you're going to have the JOA in place.
You're going to have the wells drilled and the approp-
riate costa and elections are made to each of the people
in those 00 acre unites. MNow, cne of the reascns we're
recomsending the JOA 1o it provides for the same type of
@lections an a pooling does. A guy can come in here and
participate in the first well. We'we got his coalbed
methane well right here. To the extent we've got an
increased density well coming in here, he might have
participated in this well. The JOA provided that he can
go non-consent in this well. If he dossn't 1ike it, if
he doesn't want to be any part of this business here, he
can go and not consent. It's the sama type of provision
na a forced pooling arrangesent till some pay off
calculation or )00 percent, 200 percent or whatever, then
he backs back in.

Let's put that in layman's language. If he goes non=
congent on the second well, once a multiple of 300
percent of the wall coste and 100 percent of some other
cost im recovered hn comes back in, ia that what you're
telling ue, into the revenue streas?

Right e comes back in and It bacomes hig working




o

17

Fi

HEB .

interest owner proporticon to Lhe ghare of this 80 acre
unit. If he went mon-consent in this and he decides that
hey, this is a pretty good desl, T want to gat into this
gob gas businsss, he wants to participats in this well,
the JOA provides that he first back in or go back to bhare
and participate in the first wall before he has a right
to participate in the second well. And this 1s pnorsal
oil and gas increased density JOA type language.

MeGLOTHLING If he slects to go back and participats in
the tirst well can he be carried on that first well as
wall as the secocnd one?

VAHGCOLEN: If he originally deemed a leass, 1 guens ha'se
always deemed a lease. I don't know. He's asgigned his
acreage to you, so he really dcesn't have an electicm on
the second well. If he wanted carried on the first wall,
then he's got an =lection in the second well. He can be
carried again or if he wants to participats in that one.
go back and pay ais tair up front costs in the first and
get thema aven.

MeOLOTMLING  Dut he doesn't elect to participate in the
COM well and now you're putting in a gob well and you
offer the participation there but ha's got to go back
and participate in the first well, can he say okay, I
want to participate but as a carried participant?

AWARTL: What Glen's trying to tell you is it depends on
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what he did in the first instacca. 1f be elected La
lease he's leased for all tise. Bo we've got to Chrow
those people out of the eguaticn. If Re's desmed to have
leased initially. his electicn was that he was deemed to
have leased, he's not going to get an cpportunity onder
the JOA. How, that's scsething that you say want Lo
tinker with, but as the JOA is drafted that's the way
it's drafted. If he elected to be carried or participate
in that firet well he has an congoing cpticn to be carried

or participate or elther one as It prograsses.

MR, VANGOLEM: 1If he slectad to be carriefl in ths first one

ho'e just a delayed working interest owmer for whatevaer
happens in that unit. That's all carried is.

ME. McGLOTHLIMN: GRay. Lat's tinker with that.

Q.

(Mr. Owartz continues.) Let's sove off of cost. 1
wanted to give you sopa gense of how they can be allocat-
ed and how we would suggeet that they be allocated with
an agreement. Let's move on to questicns of == wa have
aleo asked for scme relief with regard to sxisting waells
and we have also delineated a mechanism for dealing with
exioting wells that have been forced pooled or unite
that have been forced pooled. Could you explain to the
Noard those two and if you need the applicaticon to refer
to 1'11 lend it to you, but can you explain to ths Doard
what we're talking sbout dealing with with regard to
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exloting welle or existing persanent walls in terms of
this application of these proposed rules?

To the extent this CEM is not effect by any part of the
mining process, it etill]l continues to produce under the
Oakwood fleld rules. 1It's had little effect to itL.
People have participated 1n it or been carried in it.
It's going to continue to produce especially frca the
geamg, It's going to continue to go on. To the extant
that this CPM which was originally drilled under the
Dakwood fleld rules 1o effected by a mining process, 1t
would now be covered under this spplication, once It's
isolated and once it's defined, entries driven around
this panel, and socmsthing has besn done to isolate it
from the Dakwood [ield rules.

Are wa aasking or contemsplating that bsfore you can
produce anything other than the prisary CoM out of that
unit 1t would require another trip to the Board to forces
pool under these fleld rulea?

Right.

Jo the people would have another kick at participating or
not participating and at the coat jessuesn.

All these wells that were previously pooled undsr the
original Dakwood field rules are going to need to be re-
pooled under this new order.

Only in the ovent, though, that mining ispacts 1t?7
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Only in the evert that mining ispacts it. Thsre's naw
elections. Thers are other things that are contesplated
and they have a right to ktow how their productiocn is
going to be effected.

For the future with regard to == gsssentially we are golng
to have two overlying units. We're going to have
traditional CEM units in the Cakwood field crder and we
would have these seccndary production units. For future
poolings, units that have not been pooled as yet, would
you contesplate that in sost instances both interests
would be pooled on one trip to the Board?

Yes, it would. Hopefully in those instances we would be
able to come forward to Board and show mine plans
egpecially in those units that need to be handled in that
Banner .

With regard to tws ipsues I'1]l identify the isgues and
then you can take thes in any order. To what extent have|
you coneldered drainage and corralative rights and
economic issues in recommending these rules or deviaing
this mechanios and recomsending it to ths Board?
Correlative rights, let's take that one first. We've
studied drainage patterns. ODr. Wilson can also provide
more testimony to that. We understand the corralative
iogued within the B0 acre unit and how they need to be

protectad at least under the Oakwood [ield rules and how




that carriers into thess other prodscticns that thasa
pecple are entitled to thelr gas. ¥e fee]l that this
pechaniss of allocating amsng the unit allows for equal
distribution of revenues and equal distribution of gas
and all parties are protected. 7You dsa't have any ==
you're not leaving this guy out of the equaticn. Ha's
part of thst unit. You're not lsaving these pecple cut
of that equation. They're participating. 8o wa feel
that this is & sechanigm that protects correlative
righte.

Orainage?

Drainage. Decause gbvicusly once the panal 18 isolated
drainage issus ig pretly easy. consol’s had testimcnoy
today. Our testimony really doesn't deviate frem that.
We pee the sape things pretty such. Once we've got this
panel thers nseds to be a new ordsr in place. You can’'t
just go under the Oakwocd field rule, That's why they're
limited to conventional production. That's why we need
this ordsr. 1t protectes drailnage and allocates drainage
and gas all through there.

What are Lhe economic considerations that you've reflect-
e upon in proposing to Btay with ths 680 acre unite in
teres of participation costs and other costs allocations?
one thing it allows us to do 18 it allows people who have

interests in these unite to continus o participate, to




continus to enjoy their estate and participate and resp
economic benefit under their estate. If they don't want
to participate, they don‘'t have the poney or theay sese
gomething they don't like, then they can elect similarly
under the forced pooling to reap some benefit through a
royalty mechanies but not have to contribute any money.
Economically these walle =- thers are several classifica-
tions here. To the extsnt that the wall already exists
and has been drilled for mining purposes, as an oil and
gas company if we have to buy that from cur coal company
for some fair market value you can get into a pretty good
argusent of what that is, but we think 1t's a liability
to them., They think it‘s worth a bunch. But to the
otent that we have to buy that from them at a reascnable
rate, obvicusly under a prudent operation standard we're
not going to do anything excessive. We think it's going
to be ecanomic, then that'as the rate we're golng to pay
for that and that cost should be allocated in that. To
the enxtent that we can demonstrate that to drill four
wolls economically produces this longwall panel, drill
new wallo == new CPM welle in this panel, and we can
desonetrate that, then all of those coats cught to be
included in that, To the extent we can only desonstrate
that four wells economically drain there but thare needs

to meven in there, prudently I can't come before you and
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ds that. B¢ you're going to allecate four wells eof
whatever you think we cas demcastrats.

In ternss of correlative rights, could you focus oo either
gituation where you have aa escalating royalty or you
have scmeone who opts to bDe carried and the initial CEM
wall i8 drilled and thesn two or Bore iscreased cansity
wells are drilled within the unit asd the econoaics of
the ups and downs silde of the mine plaa changes as it
might impact on that fream 8 correlative rights and
sconomic waste standpolint?

one of the things that we have, and there is a pumber of
escalating royalty lesses, it's the samse way with carried
interest, the more you throw into the f[remt end of this
thing the longer the delay is going to be for the pay
back, the longer the reversion is. In scaes of our
leases it's & sixteenth escalates to a fifth. That's a
gignificant jusp thers. To the extsant that you have cne
of these welle with the B0 acre units and you have thesa
increased density wells come in later, you're not going
to allocate thoge costs until this well is isolated. BEo
if that'e not isolated, that pansl isn't isoleted five
yeare from pnow, that's when that goes back into that pay
of{ calculation or that's where iC goes back into thes
carried interest calculation.

Do you want to actually set a sum care in when you drill

1
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increased density wells co any given 00 acre mait if
you're going to pay sttantion to correlative rights and
economic cocasidersticns in relatica to mine plana?

Yeah., Obvicusly whan you put in these ccets and dapend-
ing on the royally sitcaticns yocu've got cocrrelative
rights issues that need to be protected. TYou have to
look out for your royalty cwnaers. And this mechaniss
allows you to do that.

For example, if you'wve got three wells on that unit A,
one regular CiM well and two increased density wells, do
You have an cplnicn as to whather or not those three
walle are likely to pay out or the royalty is likely to
egcalate in the absence of a mine through and gob gas
production?

It ila doubtful. 1If you had three wells there that are
not silned through at some polint you've got a mine plan
chenge. If you just have a panel that would change and
this well now ends up in an entry, all of a sudden
economico hit head, you're going froa 6350 foot panels to
1,000 foot panels to 1,200 panelas. You've effected
what's production. You might have had the best inten-
tione of all in the first place when you drilled thess
wello You've tried to beat a tax credit. You've put
all these wells next year at the anticipation of not

rolling thea in for another two years into this provision
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and also you've got a mine plan change. This well i3 =9

longer mined through. Yeou've had a significant impact omy

that well. It should Be included in calculaticas. It
won't be econcmic If it's pot simed through.

Then reflecting back on the LBpact on scmecns who has an
escalating royalty or scasone who elected to be carried,
if you had sultiple wells and you wind up not mining
through one or eore of those wells is it likely that the
increased royalty will ever kick im if you've put those
coates in or ie It lJikely that they'l]l sver participate?
Ho. In fect, you've delayed the participation in tha
royalty interest. It's doubtful that guy would ever
revert. It's doubtful anybody carried would ever back
in.

If mine plang change I agsume from what I'®m hearing frea
you ig that costs may have to be revisited?

That'e correct. If mine plans change you‘rs going to
have to do a reallocation of what == basically you're
going to come before the Board in this pooling applice-
tion, coming lorth with cost and well placesent. To the
eitent that that changes, we're revisiting the whole
scenaric of proeduction and we're going to have to come
back,

Ie it your intention and do you have the capability to

keep the Kinds of production records on an ocngoing basls




and the cost reccords so tbat 1f geme costs ceed to be
bached cut or productlion peeds Lo be factored in that !ﬂﬁ
will have an ability to do thBat {n =he event that pleas
changa?

Yes. This is not unlike snything that we &0 1n our
business dealing with Federal royalty uait, participa-
tions all the time. Each well is Rept individual.
production is kept individually. ¥You can add thas
togethsr or subtract thes, rearranges thes, turn thes
around. Accountants don't like you, but you can do 1iC.
Just a couple of wrap up questions and I°'1] turn you CVer
to the Board 1f they have any questions. Is it your
epinion, Glen, that the field rules and the allocation
sechaniss that we are asking for 18 a fair and reasscnable
way to accomsocdate and protect correlative righte in the
Dakwood [1leld.

Yyea, it is. 1 think sc. 1 think it protectis all
interest within the 80 acre unita and all the correlative
rights within those 80 acres are protected.

in devising the proposed fleld rules and the alloccatlion
procens have you considered economic waste, have you
considered drainsge issues, changes in drainage dictatsd
by mining, and have you attespted to factor that in ao
that thoce ilesues are fairly dealt with in this plan and

in the allocation pachanion?
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Yes. The' wos the whole thing =-- LEe answer 18 yes.

That is what brought us to this scenario.

How pany other scenarics have you locked at =- has OXY
looked at == in terms of variety of ways to deal with
thie and how long have we been struggling with this?
Probably before we even considered the Oakwood field
rules we had had == (t's very different from what we're
conosidering here. We've had ideas and concepts and
that's why we had the incressed density included in the
field rules. This has been about a two year struggle in
figuring out how to do this. One thing that is isportant
here is, just like Conscl descnstrated, there is a
tremendous amount of gas being wasted right now that
needs to be incorporated and needs to have a mechanism to
allocate royalty. Every day that's wasted in pipeline
and not getting our work dons here is anywhers from
$25,000 to 150,000 a day going up in the air.

Why has OXY filed thim application now as opposed to
walting to ecPe time next year? WwWhat are OXY's plans, if
any, that ==

We've had scee enlightenment and it's besn resl recent.
For the last two to three weeks we've been trying a
nusber of thinge with Island Creek on their gob gas
program. There is no question that anybody felt that the

amcunt of gas liberated was tremendous. The question was
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plpaline gquality, whether it could be sarketable. And we
think we've got scee scensrics now thet we're Resping
these wells in the 98, 99 percent methane ramge, 97, 56,
into the sarketable ares that can be blended with other
gap that we think ip going to have & tremendcus ispact
for us out there and for the Commonwealth and the
royalty owners and everybody involved. Wae've moved this
and accelerate this in our schedules because we're
looking at a cospletion date of somewhare in February or
March for a pipeline systea. Like I sald, $29,000 to
$50,000 a day. The quicker you can g0 thare and get it
you're saving gas from golng into the alr and saving
dollar bille from going into the air.
OWARTI! That'a all I have of Mr. VanGalsn.
CHAIRHAN: Any questions, sembers of the Board?
MCOLOTILIN: I have a few. Mr. VenGColen, if you would
indulge me on a couple of technical questicons. 1In a long
hole and a short hole what methed do You plan to get the

Ja@ out or how do you plan to get the gas cut of cthara?

- VANGOLEW: Well, short holes typically are what's done as

they're anywhere froms %00 to 800 feat depending on the
panel width, rotary drilled frea the face, FBC liner put
in, grounded arcund the edge, put right through a
pipaline syetem. Gometimes depending on water problema

they eight have to put a little separator in thare. 1It's
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really pretty easy. An undsrgroucd pipeline systes 1is
all it 1s.

McOLOTHMLIN: A perforated FVC line? F

VANGOLEN: A perforated PVC line sosealines. GScaetines
just 100 foot of liner setuck in an 800 foot hole.

McGLOTHLING What's the diameter of the hole?

VANGOLENM| Threa.

McGLOTHLIN: And pretty well the ssme principle on the
long hole?

VANGOLEN: It'm pretty well the same principle for the
long wall. Different technolegy in the long hole, it'nm
kind of a drilling motor technology., a dyna-drill
technology, where you're not rotating the atring, a msotor
typa thing.

McGLOTHLIN: What's your sargin of error of allocation to
each B0 acre unit?

VANGOLEM: 1 think it'e going to be minimal, I mean, this
in done daily in the coal business to allocats production
in whole. The numbera are going to be real similar.
You've got underground surveys that are going to tie this
panal together, tie it back to our title opiniens, for
all the conflicting plane in the stages. The margin of
orror is whatever the surveyors have on their instru-
ments, I guess, and you know sore about that anyway.

McOGLOTHLING  Plus/minus one and less than one percent?
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HR. VAHNGOLEN: Yeah.
MR, McOLOTMLIM: On your allecation of cost to the wall itself

on the longwall, what are those costs? WwWhat do you see
those coots to be?

MR, VANGOLEM| Wa don't anticipate cwning anything under=-
ground. And I don't think that anybody who participateas
in the well wants to own anything undarground as a
working interest owner. We're taking custody of tha gas
at the gurface and ocbvicusly if Island Creek gpends this
poney down there thare's going to be sose kind of an
operating fee that's established for them to ba coapen=-
sated on capital expense, things like that. But I really
don't want custody of assets in the mine that I can't
touch. B0 the operating fee ils what it is at ths surface
and that Le yet to be defined.

ME. McGLOTHLIN: Dut the tangible cost ie going to be the
underground pipeline, for the bore holes, and ==

MH, VANGOLEM: That'e all capital. 1It's currently done in the
mine. It's currently not anticipated that it's golng to
be recouped in any manner other than an incentive fee [or
lIaland Creek to continue to produce this gas in pipeline
quality.

Mi, OWARTI: Let me give you a really short answer. If theres
ig & charge for underground facilities on long hols and

ghort hole It will only be in the terms of a service [ee.
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There willi be no capital, no participatica fee assigned.
It would go into an operating charge as opposed to a
participation sccount.

McGLOTHLIN: What are you anticipating that cost to be or
have you even ==

VANGOLEN| We haven't even negotiated it yet.

BWARTZ: Let me ask Glen another question on that., Wwhat
care, If any, does a mining company give to preducing low
Oxygen content in the methane they're evacuating current-
1y?

VANGOLEN: Their whole mode is get it ocut of there, get it
quick, suck it hard and get it going. And cbviously when
¥ou want to try to put it on & pipeline you can‘t do
that. You're golng to have to put some gaskets in your
flanges and there's a little more cost associated with
all that and a little bit of change in operating pressurs
or philosophy. 1Instead of sucking the heck out of it at
the surface you might back off that a little bit and ==

HCOLOTHLING 1 just didn't want Island Creek going in and
gaying it's going to cost §100,000,000 -- whatever ALt
cost for the longwall.

VANGOLEN: I don't want to own any assets undarground and
I'm sure that anybody who participates in this doesn't
Want to own any asgets underground.

McOGLOTHLIN: 1 have a couple more and thess go back to the
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correlstive rights. The top left hand corner, A up
there, you have & surface cwner in the bottom right hacd
corner there. Let's take the whole 60 acres of thatr 80
acre unit, about where you bave that line golng through.
There's what, 100 fest from the end of the loaogwall
gection to the next owner.

VANGOLEN: Okay. 100 feet between here and Eare?

. McGLOTHLIN: Yeah. We'll just say it's 100 feet all

around this. And you hasve the gob area now and as 20
percent of that 80 acre unit does the 40 acre cwnar otill
get hie share of the 20 percent?

VAMCOLEN: Everybody in this 80 acre unit have shares in
everything sssocisted with this panel to the extent that
it's allocated based on percentages.

OWAKTZ: There's & two otep allocation. What you've sean
thus far, when wo come In with a pooling application you
see a break out of interest and that will exist for a
unit, Then there will be an allocation of preoducticn or
dollars to that unit which will be split by the interest
gwners in that unit. It's two atep. The preduction is
allocated out of the longwall, but once 1t hits the unit
it'e allocated among the people who will have tracts in
the unit.

VANGOLEM: BSo if this guy has 10 percent he's going to

get 10 percent of the 20 parcent.
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MCOLOTHLIN: But it's not his cocal and the gob is mot

pulling gas from his coal?
VANGOLEN: Yeah, but he's part of this unit and ks was
entitled to get the gas somehow.

MR. McGLOTIHLIN: This questicn just popped in By bead. Yy

MR .

MM,

MM

HR

MAE

hNext and last one, If the mine plan changes and you have
a VWl out there that now becoses cboolete, you've drilled
It in anticipation that it would be mined and it's not
mined or they moved the mining area, do you think that
the people participating on ths 80 acre tract should be
help accountable or liable for that Bistake? They're not
Participating. They're just == well, I guess they've had
to participate,

VANGOLEN: You get into a couple of issues thers. Ones is
if you're mining to this polnt then you stop, you've been
allocating royalty to maybe these pecple who have deemed
the lease the whole tims. We'd have to come back In and
do a reallocation of royalty and back adjustment in that
Cage .

MCOLOTHLINM: Put the VVils that ¥You had went ahsad in
anticipation and put in where the longwall would have
baen.

VANGOLEN: Thims one up hers?

MeGQLOTHLING  Right. You're etill going to ==

VANGOLEN You'd have to back that out. We would do
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dogathing ==

MCCLOTHLIN: Charge that off against the participanta?
VANGOLEM: You wouldn't charge that off sgainst the

participants.

« HcQLOTHMLIN: OIY would =--

VANGOLEN: Yeah, or ot gome point thers you'‘re goling to
have to make a cable production maybe. Maybe do a frack
Job on It now.

MCCLOTHMLIN! I wasn't sure when you first explained that.
1 wanted to check that out. Thank you, Mr. VenGolen.

CHAIRMAM; Any other questions, members of the Board? Mr.
VanGolen, why do you feel that you need to modify all of
the Oakwood field rules as opposed to an area that
specifically accommodates your plana?

VANGOLEN: 1It'e really hard for me == I'wve besen associated
with this project for about two years and it's hard to
Get my coal company to project two weeks ahead of time ==
no. Hine planes change. There's just gan == with one
Uetting ready to shut down or there's no telling when
it's going to open back up, It could be next year. It
could be two years from now. We Just == there's other
VWiis that are previously drilled that fall under thie
Within that area that'e already been msined out. There's
change in sine plans, extension, combining mines,

There'sm thinge that we can't plan for. As an o1l and gas
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oparstor 1 can't plan for == it's hard for me to that to
predict. The best thing to do is just get the whole
field encomspassed and then as those plens change than
wo've got a mechanism to change with it.

MR, CMAIRMAN: Any other quastiona?

(Witness stends asicae, )
MR, OWARTZ! Our next witness would be Weldon Wilson.
CLERK: (Oweare witneas.)

WELDON J, WILBOM

a witness who, after having besn duly sworn, was examinsd and

testifiod as follows:

DIRECT EXAMIMATION

NY_MR. OWARTE!

Q. ftate your full nase for us.

Q. Weldon J. Wilson.

q. Who are you esployed by?

A. OXY, UBA, Incorporated.

Q. Where are you from?

A. I live at 1212 Froxlife Lane, Edmsond, cklahoma and I work
out of the OXY field office in Oklahocmsa City.

Q. Do you have a title.
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{ am an engineering sdvisor.

Advieing with regard to what?

special technical projects, particularly 1o regards to
reservolr engineesring that tnvolve complen reservoirs
that are outside the scope of usual petroleun tnnln#lrlnar
expertise, hydrsullc pressuring and stisulation, reser-
volr modeling, maybe pomse gpecialized testing.

iave you been involved in this coalbed methane project
for southwestern Virginis that OXY is proceeding with for
pope pericd of time?

vYep, 1 waa initially involved with it, 1 gueass, at
conception about 1987 when OX¥, USA got involved.

were you invelved in the prosulgaticn of the Oakwood
field rules at all?

yes., 1 testified befors this Board during the hearing
tor the acceptance of those rules.

Was it your opinion that the seams below the Tiller sees
when you testified in May or before the May order of 1990
that the collection of seams in associated structure
fros the Tiller on down through the Pokie 1 were, in
fact, of such character that they should be considared as
one pool for the purpose of coalbed methane productien?
Yea, And we so testified during those hsarings.

pid you undertake to do an analysis with regard to thie

nakwood field for the original Oakwood field to Ery and
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cose to & conclusicn as to what a fair unit size would
De, unit slie meaning vnit arcund cne well, give cor=-
relative rightes issues, drainsge issuss, and economlc

and cost iscsues?

Yesm, 1 did.

And what was your recomassndation in that regard?

The recommendaticn was that the coalbed sethans walls
best suited to those purposes should drain an 00 acras
gpacing.

And did you look at & larger area than 80 acres in
reaching that conclusion?

Yes. In the study I considered a 320 acre study arss and
looked at various nusbers of CBM wells and at drainage in
A total 320 acre area to look at the relative merits of
production, both ultimste recoveries, the economice
asgsoclated with it end the drainage areas associoted

with these other wells.

Just in a rough sense, 18 it true or false that if one
wall 18 good two is double and better and three is triple
and better? Te that true or untrus?

In general it's not true from an econoaic standpoint ==
after an ultimate recovery standpoint you resch of
diminishing return as to how much gas you can physically
suck out and you also resch a point where it comesn

uneconomie tu drill an extra well to Baybe get a tenth of

21%
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a percent more gas that you have gotten with ons and
fewar wellas.

Absent mining, the impsct of mining on the OCakwood [ield
80 acre units, would it still be your cpinicn that cme
woll per 00 acres 18 the sppropriate eccnomic correlative
rights mechanism for development of the Oakwood fileld?
Yea, 1 do.

And when you studies the OCakwood field did you find it's
characteristica were generally uniform?

Yes. That was studies and it was so testified in that
previous hearing.

When you ptart sining in a reservolr such as the Cakwood
field what happens -- what are the things that happen to
drainage or other factors that would be relevant to you
that would cause & need for the rules to be amended in
terme of allocatien of production or allocation of cost?
Well, for cne thing you'd have cne fewer seams in which
coalbed methane ie going to be coming cut of. That's an
immediate consegquence. The gob process which produced a
rubblized zone above the mined out area is an area of
enhanced perpeablility and enhanced relative perssabllit-
ies that are pignificantly different than the original
virgin condition reservolr properties. Bome of the other
mechanisss that are typically used in the mining process

in teres of short holes and long holes have a much




different geceetry froms the orientaticn of the well bore
and their density and their drainage pattarns thas what's
conaidered in the Oakwood field ares.

Would it be fair to say that once you begln mining in the
ares in the coal seam and start rutblizing seass perhaps
in the lcongwall that you can look at sine maps and
basicelly say that this line is where drainage begins cor
enda?

Tes, to a rough extent that's a good statesant.

And would thet be something that was not true when you
looked at the field before mining that wa's much hardsr
to drow a finite line and say drainage begins here or
ends here?

That's correct.

Have you reviewed the application that's been filed with
the Doard that they're considering today?

Yeo, I have.

Have you looked at the allocation recomsendation and are
¥ou fas‘liar with the process of the recomsendsticn that
we're naking to the Doard with regard to allocating
production asscciated with msining?

Yea.

Do you have an opinion as to whether or not it ia
practical and workable as a mechanism to sccomplish the

goal of allocation of production?
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{ belleve it's very practical and it's very similar to
the kinds of things that we typically do, although mot
necesparily in coal mins projects, but in otber areas
where we have falr share of recovery or other kinds of
things. It's & very flexible proposal in By copinicn and
that ig a big merit in view of the potential of changing
pining plans.

In addition to looking at whether or not the allocaticn
process is practical and would worked, have you looked at
whether or not the allocaticn process that's proposed as
a part of thie field rule that we're considering today or
at least drilling units that we're considering today,
have you looked at whether or not in your view if
correlative rights appear to have besn considered and
protected?

Yee. 1 think that's == really the key ilssue to me in tha
development of thie plan was trying to look at all
poesibilities and ways to protect the corralative rights
in view of an ongoing project that may alter it's scope
and plans during the course of the project.

llave you looked at or attended to cost aspociated with
increased denslity wolle?

Yen, 1 have.

And with regard to those increased density wells and

participante or people who elected to be carried or
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pecple who have sscalating royalties, wiat are your
thoughts or concerns and how does this plan, if at all,
appear to you to address those problema?

The allocation of producticn is basically coe in which
you Are saying that the gas that's criginally there
belongs to the participants or the owners in that 80 acre
unit and you try to allocate that back to them as
purported to what is possible regardliess of the sechasniss
in which you produced it. In addition from an sconomic
side it is more of a pay as you go plan in that the
increased density well dces not have to be isplemented or
paid for until one is such closer to the actual mining
through the region that requires increased density and
thereby one has the actual expenses much closer to what
hopefully ils the enhanced production that you will get
from that well once the well goes into the gob and that
well goen into gob production.

Did you consider or reflect at all on whether or not the
proposed units that we're applying for today and tha
allocatlion mechanien that's proposed was sufficliently
elastic to accoapodate virtually any kind of mining
technology in gas production from virtually any kind of
mine design?

Yeo. 1t should be a plan that is indspendent of mine

geometiry, pansl lengths, widths, orientationa even in




. ' respect to the unit. Those things were consldered. I

d also believe that it's sosething that -- cbvicusly mining
4 technology doess not stand still asd there say Ce sose

‘ technique that is developed in the mear or far term that
' we haven't considered here, but that this plan prebably

’ of fers as good a plan as any that we cién come up with

F today of giving a falr allocation of costs asd produc-

’ tions.

°

0. Lastly, is it your cpinion that these proposed drilling

L units are essentially secondary recovery, short holas,

it long nole, active, gob, increased density == I realize

" it's not technically sscondary recovaery, but a pecond
. n phage of recovery. Do you have an opinion as to whether

o or not thie ia & reasonable plan to allocats production,

18 protect correlative righta, rid of both economic and

- physical waste?

48 I Yeo. 1 believe it in a reasonable plan. It's not

L necegsarlly the only plan that could acccaplish the same

" ends, but I belleve it is a very reascnable plan and one

0 that has cartainly had a let of thought put into it to

" try to address those iseues.

U un. owARTZ: That'e all I have of Mr. Wilson.

BY un CHATEMAN: Any questions, members of the Board?

= |Mitness stands aside.)

a3

MP. OWAETEZ: The last witness 1'd like to call and hopefully
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the questions get shorter le Oteve Breeding.

CLERK: (Owears witnesa.)

ETEVEN BREEDING

a witnesa who, after having been duly sworn, was exasinsd and

toatified ap followa:

RIRECT EXAMINATION

OY MR, BWARTE!

2 O O » 0

Ky

Would you state your name for us?

My name io Dteven Dreeding.

And you've been sworn?

Yes, 1 havae.

Where do you live, air?

171 Mutton Otreet, Abingdon, Virginia.

Who do you wark for?

I'm eeployed by lsland Creek Coal Company.

Do you have a title with tham?

My official title la coalbed methane coordinator.
Do you have a degree in Eining enginser?

I hava a Dachelor's of sclence degree in civil engineer=
ing fres Virginia Military Institute.

llave you had experlience in mining engineering?
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in the nelghborbocsd cf filteen years.

Have you designed mines?

Yen.

In Buchsnan County?

Mot in bBuchanan County.

Where?

Wige County, Dickenson County. 1I've probably dose one oOr
two,

in the design of mines that you've participated in have
you had opportunities to taksn into considaration vVarious
degas pechanisms to degas the cosl in advance of mining?
Yes. I'®s familiar with the deges operations in Buchanan
County.

Pecause I think I need to lay sose kind of predict as to
what kind of miping 1's golng to agk you a few leading
queastions and if the Board has some questions we can deal
with thoss. Are yocu familiar generally with the Cakwood
field and the parameters of that field?

Yaa.

noes leland Creek have coal leases within that field?
Yen, wo do.

po you anticipate that taland Creek will be doing =-- 18
1eland Cresk currently longwall sining in that field?
Yoo, Lthey are.

fa Ioland Creek currently developing portions of mines oOr

142




doing any mining esxclusively by continuous Bloers as
opposed to longwall?

We do our development work primarily by ceontinucas
mining.

In addition to using continuous miners in longwalls
moving to degae efforts has Island Creek drilled VWHa?

Wa drill VVHs on a continuous basis.

Mas lesland Creek fracked any of the VVHe that they have
drilled?

He've done some experismental fracking of scas of our
vertical ventilation holes, but as & norm we really don't
frack thoese holes,

ias Ioland Creek drilled short holes into longwall panels
to agoilat in degassing those panasla?

That's a major portion of our dsgas program, the drilling
of the horizonal short holes.

And then you run it into a pipeline underground and you
get It above ground and currently vent it apparently?
That'm correct.

Mag loland Creek done any long holes or experimanted with
long holea in terse of degasaing?

Wa did somo sxperimental long holes several yesars ago.

We are currently getting ready to undertake an experiment
long hole progras. We will try to drill long holes up to

4,000 feot for the purpose of degasifying some of our
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Aevelopsent work, the continiLsus Biners.

You've been here during the testimony today with regard
to these drilling units that we've been talkicg about and
we've talked to you == I know Mr. VanGolen has talked to
you over the years and I've talked to you before. Given
what you've heard about these units today and the
sllocation process and so forth, can you tell the Board
whather or not it is your cpiniocn that Island Creek's
sine plans and their degas efforts can be accommodated by
the proposed drilling units that have been undar con-
sideration?

Yes, it appears to me that they can,

would you agree or does it appear to you that the generic
allocation formula in the 80 acre units that we have in
place are spufficiently flexible to at least take into
conesideration current mining technigues and current
dagaa?

Yeo, thay are.

GUARTZ: That's all I have.

CHUATRMAN: Questions, pembers of the Board?

HeGLOTHLIN:  Just for personal knowledge. Under short
hole/long hole cases which do you find is batter to get
that gas out of the coal?

PREENDING: Bhort hole ccepared to long hole?

MeGQLOTHLINT Yen, oir.
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BEEEDINC: Well, I really can't s cospariscn becasss
really right pow the technology bas changed since we 414
the initial leng bBoles. There were Prebleas with
Baintalning the direction of the hole. The technology
has changed substantially simce we did thoge geveral
¥Years ago, pricr to sy being with lsland Cresak. The
Program that we're getting ready to start now is an
@xperimsntal progras and there's several different
€riteria. oOne of which is malntaining the proper
direction, horizon and vertical coatrol these long holes.
8o cnce we get through the exparizental stage wa'll be
able to tell you. I can envision assuming this long hole
is succesoful, I can envision incorporating both types of
drilling into a Bining plen, In some aress one type
would be better and in scme areas the short hole would be
bestter.

MCOGLOTHLIN: Thank you.

CHATREMAN: Any other questiona?

(Witness stands asida.)

CHAIRMAN: Do you heave other Witnesoes?

EWARTZ Mo, 1 do not. what's Your pleasura?

JONEA| Mr, Chairsan, Jim Jones for Focahcntas Cas
Fartnership. I wonder if I could ask a question?

CMAIFRMAN: Yea, you Bay.

JOHEA Directed to Mr. VanSolen. MNr. VanGolen, in

FLL]
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MR .

HR

response to a questicn from the chalrsan abogt == you
indicated that you had included in your application a
lerge area and not a specific area because mine plans
pight change, is that correct?

VANGOLEN: That'~” correct.

JONES: But, io fact, the spplicaticn includes the entire

field, does it not?

. VARGOLEM: 1t sure doen.

JONES: 8o it includes the [ifteen or twenty percent of
the field that the Pocahontas Gas project sy clieat
controls == that has an interest 1in?

VANGOLEM: That is correct. This proposal 1s a uniforms
development for all operators.

JOMES; Ie there any reason why it should not be limited
to the area in which OXY has an interest?

VANGOLEM: Mr. Jones, I belleve it could but in the ever
changing time of corporate owvnerships I's not sure cne
would want to limit to that. OXY may be Consol, Consol
Bay be OV next week,

JONES: Would there be any problea with excluding [ro=
your plan those areas in which Consocl or Pocahontas Cas
projecte affiliated ccepany has a mine plan [iled?

VANGOLEN: 1I'd rather the Doard make that decision.
IONER: That wouldn't do any harms to your as you see 1t to

ll'r.n“‘ -
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VANGOLEM: HNo, HNot at this polnt ino time, BO,

., JoNEs: I have no other guesticas.
., CHAIPRMAM; Mr. Teigh, any comsents?

. TEIGH: WMo,

SWARTL: Let me correct that a little bit, though. 1In tha
areas that were effected on the boundaries and to the
extent that our screags does fall in there, then I think
that would have some impact.

CHAIRMAM: Are there any other parties in the rcom that
want to address the Board regarding this matter?

JONEB! Mr. Chairman, again on bebalf of my client, we
don't have any cbjection to the proposal that OXY has
made except to the extent that it effects the ares which
may be controlled by ey elient, Pocahontas. Again, 1t
may ba the systes that Pocanhontas wished to uge in the
future, but wa really feel that we need a little time to
look at that and the Board has already proved today on
two applications that we've filed a different systes.
obviously those areas would have to be excepted [rca what
0XY'ns asking for today. And we feel that really all of
the interest that Pocahontas has now ought to be excluded
and not include the entire fimeld.

OWARTZ! Just to regponee to that, OXY has gcme acreage
under consideration in the units egual to that. I mesan,

anybedy can come in and say don't do that becauss it
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aignt effect me. My understarding of what happesed today
with the Consol epplicaticos was that they came up with
soas specific spplicaticns to create very specific unitse
driven by their mine plans and those wers approved.

Bince those units 4o not exlst under any field rules or
under any sechanism, if that's what they want to do in
the future they 're going to make & return trip regardless
of whether or not cur applicaticn is granted or not
granted and to the extent that they can offer the kind

of evidence they offer today and convince You that it
Sakes sense, I asaume you'll do what you did today. I
really do not think it is fair from the standpoint of
UXY's developsent plans to suggest that scmehow our
proposal should not be ieplemented aor delayed because
frankly when I look at what they did today that's wnat
they're going to have to do in the future if cthey want to
develop along the longwall units that wers craated today
ond 1 don't see that this application or the pPre-sexioting
Oakwood field rules prevent them f{rea doing that or make

that any more difficult,

MR. CHMAIRMAN: 1Ig it at the same time unfair to you to
restrain your application to those areas effected by
Ialand Cresk, OXY?

’ MR. AWARTL: Jow are we going to define those areas and why

would we want to? One of the preblems that I ses here
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and 1 think we've gotten gaflected a little bit, and 1'®
not == 1 told you all earlier and I still feal this way,
that to the extent Island Creek or to the extent Island
creek has development plans that they want to carve cut
to make sense for thes and saks sense for you all, 1
don't mes these things as neutrally exclusive. But the
gtatute that we're working under and the statute that I°'m
petitioning the poard under says, *"To the axtend reascn=-
ably possible drilling units ghall be of unifors shape
and size for an entire pool.®" [ mean, 1 sort of started
thie enterprise, 1 think we all d4id, with an idea that we
ghould attespt to come up with something that worked In
the broadest possible dimenslions and that's what we have
tried to do because I think that ls the dictate of the
atatute. I'm not taking this lightly. We've been over
this in the past. We belisve we have &8 genaric proposal
for this second phase of recovery that virtually accomso-
dates any =ining plan and we think that the statute
dictates that to the extent it is unifors and can be
uniforely applied That's the first goal. We start
carving stuff out of 1t, I think we could do 1t. It
that's your policy declalon we could 1ife with that, but
{ think we need to =-- the ptatute drivea us in the
direction of uniformity and broadest possible rational

application, 1 don't think it makes Lhelr iobh anymore =-
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I don't think it reguires theas to do anything othar than
what they've already done todey if they want to contioue
to do the kind of development we've seen. But at least
from your standpoint yocu've created a unifcrm systea just
like you have uniform 80 acre units for this secocodary
development. 8o for the pecple like lsland Cresk and
others who want to develop, they've got the rules in
place, They don't have to reinvent the wheel. They can
come in and utilize it. I mean, I think there is &
statutory intent expressed to do it on a uniform basis
and not to carve around. Also it would be very difficult
to isolate OXY's lease hold interente because they're all
ovaer the place == or 1 should say Island Creek and OXY.
There not just totally confined to one Area. You'rs
going to find little bite and pleces esverywhere. You
look at the titles of the Consol spplications and you can
seam that. I think you're going to find that anywhare.
Put again perhape to ward off further remarks froa
councel here, I as not suggesting arguing or contending
that what they have Indicated as their at least curremnt
development plana that we've seen and they*ve disclosed
ie inconmiptent with what we want to do or what we want
to do 1a going to pravent theam from procesding with a
pace with their plans to the extent that they want to

continue to come In here and create panel drilling units.
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ME., CMAIRMAMN;: MWr., Albert?
WA, ALDERT: Mr. Chairman, If I might address tha Board on

I hope that answered counsel's question and your ques-

tion.

this igsue. 1 think what we're asking for is certainly
not unreasonsble that we ]limit what OXY is asking for to
their ares and exclude from that the aresas which we
currently have mine plane for. One of the things that's
cauped us a lot of what's going on today is the fact that
the A0 acre rules were prosulgated on the acreage
controlled primarily by us. Without belaboring ths polnt
prisarily without our knowledge, I think it would be
behoove us at thie point to avold those type of conflicta
in the future 1f we would sieply exclude the areas that
we're asking for. 1 don't think it's unreasonable.
Cfertainly we do have areas of control that overlap in the
Island Creek property as well as they have control that
laps over into our property. 1I'm cartain we've had a
good hietory of working these things out between us in
the past, I'® certaln we can do that as we go f[orward,
In fact, we're right now mutually trying to do a trada of
oll and gae and coalbed methane rights to look after
that. 0Go 1 certainly would urge the Board to excludae
thoee areas for which we do have a mine plan on file for.

The other thing, as I look forward, our Murricane Branch
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property or RCP's Hurricane Branch property to the
eastern end of Bochanan County currently bas no field
rules, no unite cn 1t. We Day sisply want to axtend 00
acre units into that area acd may oot want to be burdened
with the plans that's known here. 60 I would ask that
the Poard take cur consideration mot lightly.

MR, SWARTZ: I tnink that's a policy decisica you all cesed Lo
make. And OXY can live with any declision ycu make, but I
think 1t's a policy decisicn in terms of uniformity that
you all need to make and it's your call. 1I's not arguing
against it. We can live with AT.

MP. CHAIPMAM: Any other questions? WwWhat's your pleasurae?
ME, EELLY: I'A like to maks & motion. I'd liks to move that

further action on_this application be deferred until at

least the December mesting to allow the Board to have a

little pore tiee to review the ln!nrllt!pn that'as basn

presentsd and to consider the isplications of the

application in this situation and further to request

that OXy subait some more detailed !nlnEr.tlanl l:hlnr-

tics, whatever might be appropriate for the vast scenar=-

ioa_envinioned by the presentation today involving

participation election and various methodologies involved

in_production allocation of royaltiss.

Wi, CHATEMAN: You'wve heard the mation.

Ml HMcOLOTHLIN: wMr. Kelly, could 1 offer an asendsent to your




Botlon in thet Pocakbontas subsit a legal Asseription o

the land that they would ssk to be enempt from this

lans as of Hovembar

19ch, 18817

MR. CMATEMAN! Do you have any problems with that?

MR. EELLY: J have no real probles with that, I don't guena.

MR, CHAIRMAM; Okay., We have s moticn as assndsd.

MR. EVANG: 1I'l]l second it,

HR. CHAIRMAN: A motion as apended and a second, All in faver|
pignify by saying yes. (ALL AFTIPM.) Opposed ssy no.

(HOME.) The moticn carries. 1 have one other quick ites

| want to brief the Board about and then I'l1 oet you cut
of here. The thing I want to talk to you about is the
eacrow. The Department received [ive responsss to tha
eacrow RFD. They are Covran Bank Corporation and Trust,
Crest-8tar Dank, Signet Trust Co=pany, E. R. King
Financial BDervices, Premiere Dank Shares Corporation.
The Departeent has certified the contracting officers,
one of which would proposs to be on a comaittes that's
already been going through these and have already check
Lo gae are they a Virginia corporation and did thay
legally mest the minieum responses. 1It's rY understand-
ing although I don‘t have anything in writing from thams

that these five have mesast those. Thies is a couple of

optione of how we eould handle this. The poard in it's
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RFF hed listed five evalustion criteria. This ccemittes
sade of Bred Sispeco with the Gas and 0il Office. Don
Conklin who's the contracsting officer through the
Department, and frank Haspton, a financlal services
perscn, could go through these utilizing this evaluaticn
€riteria and then narrow it to the best offer, even
conduct interviews down to the point that they could
Bake a recomsendation to the Doard for us to consider at
tha next meeting or 1f you want to do it any differencly
I want to make sure we discuss it and try to bandle it.
We have to make sure, of course, we maet the legal
contracting provisions of the Department and I'ms trying
to minimize the amount of work the Board has to da, but
At the pane time make sure the Board gets what (t'e
apking for.

EVANS: Well, obvicusly I'®s epeaking for myself. I don't
know squat doodle about what makes a good -=- I don't
have the basie knowledge of how to do escrows and all
that. 1 guese for me any recomsendation, I would have to
depend on experts to make a recosmendatien.

CIIATEMANT  They could create a record for us that I could
bring back to the next mesting based upon their evalua-
Lion of these utilizing this criteria and who they would
Narrow it to and we're still not bound by any of that.

HEGLOTHLING  If they could do that aa to why, you know ==
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EVANS: yeah. that would sult se, but I would still would
like == I think the Board skould be the one that chocses
thee and inte:rviews thes Lo pes what they want to olffer.

McGLOTHMLIN: 1 tel]l you what, for me to sit up here and
interview scesbody he could tell se anything. I wouldn't
know good from bad. Bo I'm just goling to tell yocu right
up front my ignoranca is phencosenal when 1t comes to how
to get 1t up and what's good, bad or indifferent. I just
don't know.

CHMAIRMAN: Let me agk you this. Is 1t guitable to see how
thig goen and then if you determine we need to Intarview
and get you copien of what they proposed and what this
compitten comenm up with and then you decida that == I'm
saylng the door won't be closed to that, 1f that's
acceptable.

EVANG: Let's have them evaluate the criteria, your
coamittes. Do you need a motion to form the committee?
CHAIRMANI: I don't think so because we're legally author-

ized to do that as a Departeent. I jJust want to make
nure that I'e doing things in accordance with the Board‘s
wicshea, If they do an interview we'll have the results
of that interview, We'll be able to evaluate what they
anked, what the responses were. Because if they do an
interview they will be interviewing based still upcn a

ahowing of these criteria. They can't move from these
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evaluation criteria legally. TRey're bound to these.

MR. CVAMS: If all five applicants or respcadsnts meet the
legal criteris to respond, since there’s just five could
they interview all five of them? I sean, 185 that over
burdening sosecns or ==

MR. CIAIRMAN: Well, it depends on == I think they are i
cheching like are they a Virginia corporaticn licsnse, do
businese., 1'm not gure now that they've evaluated, did
they meet everything they had to meet in here. BSo they
all five may not have done that, but they may very well
interview all five.

MR, EVANS: Right. 1'd like to see tha f[igures on what
they ==

MR, CMAIPMAM; Wa'll produce a record on eavarything.

MA. EVANB: Could you send us just the soney proposal stuff,
not so much ==

MR, CHAIRMAN: On all fivae?

HA. EVANO:! Yes.

Mit. McGLOTHLIN: Who'®m going to charge what for what sesrvics.

MR. EVAND: There was a couple of exhibits that they had to
supply. It was basically jJust f£ill in the blank types.
fend those out to us if you can do that.

MR, CHAIRMAN: That's exactly right. Absolutely.

HE. EVANG: That would sult me. And then we can call you and

make comBanta?
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Yes, sir, absolutaly.

{End of
Hovember 19, 1991.)

for
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CERTIFICATE

COMMOMWEALTH OF VIRGINIA
COUNTY OF WASHINGTON

I, Tamara L. White, Motary Public in and fcr the Cosmon-
wealth of Virginia, at Large, do hereby certify that the
foragoing proceedings of the Virginia Gas and Oil1 Board
seoting held on November 19, 1991 at the Southwest Virginia
4=l Center., Abingdon, Virginis, were taken by me and that the
foregoing 18 a true and correct transcript of the Depositico
go given by her as aforesaid to the best of my ability.

I furthar certify that I am not a relative, counsal, or
attorney for eithsr party, or otherwise interested in the

outcomps of thie action.

GIVEN under =y hand this 3ird day of December, 1991.

NOTARY PUBLIC

My commigmion explires January 11, 1991.




