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Marcb 17, Ule:l 

2 Tbt1 ••tter CIAI en to be beerd on tbla tbe 11tb day of 

3 Marcb , 19tZ beforo tbe Virginia 011 and Oil Doard at tbe 

• aoutlnr11t Virginia 4•1! center, AblJIQdon, Virginia, pur1uant to 

a eeotlon 45 . 1•361 . 1t .D and 45.1·36•.Z3.D . 

0 

7 MJI, CIWRMAHI Good aorn1Jig, Hy DIAl il BIDDY Wgplar and %'• 

1 Ala1atant Director for H1n1ng for tba Virginia Deparc.ant 

e of H1Jia1 , Htnerale and anergy. I'll Alk our 011 and 011 

10 Board to tntroduc:a tbuaalva1. 

n I DOAJll) IOHDIRS ltmlODUCID. ) 

II 
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,. 
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17 
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Zl 

22 
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1 l'I'IM % 

2 

3 Hll. OIAlRHAN I 'l'ha Urlt iua on the aoenda toc1ay i• a 

4 petition for tba ••tlhli•h8•nt of a oo•pul•orv pooled 

& lon;well drilling unit fro• Poolhont•• 0111 Partnar•hiP• 

e and tbil 111 docket nuaber VGOB•82/02/18•0183. '1'1111 wu 

1 continued fro• rabruarv. 1 would 11k the partiea that 

e w1eb to eddrau tba Board regarding tb1• •attar to plena 

e ca.a forward to tba tabla. Anyona 11111 llare that'• not 

10 at tba tabla that w11ba1 to addr••• tba aoard in th11 

11 aattar? Mil. Hcclennahan. 

12 Ma . McClJ\HNAIWh U tba Board will re•Uibar, on rabruarv 18th 

1l of tb11 yaar tba Board approved the south tonowall 5 UDit 

14 whlcb con11at1 of •so •• 78 acr••· 'l'ha Board raqua1tad 

1& that we change a boundary Una on tbil particular unit 

10 and therefore , we filed en uended foroad pooling 

11 eppUcatlon and that 11 what•• before the Board today. 

11 You cen ••• the uanded boundary Un111 on lllh.lblt 8 of 

1e the booklet thet we have 1ubalttad. Pooabonta• 0&1 

20 Partneublp controh eo .ue percent of the right to 

z1 develop oil and gae fro• the traot1 . lt control• 87.•e• 

~ percent of tba right to develop tba P•3 eeu and 100 

n percent of all coal below tba Tillar eeu. 'l'he fir1t 

~ wltneu wa would Uka to call 11 Z.a1 Arrington. 

~ CLIRit (SWear• witn•••·l 

1 
I 

I 
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I 

LIILIY ~ARINGTON 

, a w1tneoe wbo, after bav1nv baeD duly aworn, wae ax .. ined and 

• talt1r1ad .. rollove r 

s 

• 
7 

DIRICT IIAMl~TION 

I Ill' IC5 • KC:CLAHNAJIAH I 

• Q • 

10 

" A. 

u Q. 

t) 

" A. 

15 Q. 

,, 
17 A. 

Kr . Arr1nvtoo, would you plaaaa 1daot11Y the axh1b1t 

aarkad for 1deot111c:at1oo aa lxh1b1t 1? 

Yea . That'• ay raauaa aod work hietory. 

Doaa that alao 11et your currant addraee and phooa 

oUIIbar? 

, ••• lt doll . 

Kr . ArT1nvton, bava you buo qualU1ad ae an IJCPirt 

wttn••• before the oae aod 011 Board? 

tea, I bava . 

, , KS. Kea.AXJCAI:tAHr Kr. Cbalraao, I aova the 1atroctuc:t1oo or 

,, 1Xh1b1t 1 lllt1n9 Kr. Arr1nvtoo•• quel1rtc:at1ooa . 

0'1) JO. CIAI:IIMAR: Okay. V1thout objec:ttoo 1t 11 1otroduced. 

Zl 

Z2 

Zl Q. 

C Leday Arriovton' • Qua11Ucattone aarkad ae 

bh1b1t 1. ) 

CKI . Kc:Cl •nnehao cootlouu . ) Kr . ArT1nvton, have you 

:. Q1YID DOtlCI 41 required by V1rQ1nla COda IJI.IIOtatacl 

~ eec:tloo 45 . 1•lt1 . 19 to eacb peraoa or entity 1cleot1r1ad 



• 

• 

• 

1 

t A. 

) o. 

on lxhlbit c or the foroe4 pooling application? 

Y••· wa bave, by certified ••il, return receipt . 

II t he exhlb1t •arke4 for i4ent1fioation e1 lxhlbit a 
• the notice or bearing that waa ••ile4 to tbe partial? 

a A. Yea, 1t il . Tbet wa• tba original not1c• or bearing. 

o K& . Hc~UUI1 Hr. Cbair.an, t •ove the introduction of 

1 lxhlbit 2, tbe notice or bearing . 

1 (Notice of llearinQ •arltlcS II lxhlb1t a.) 

• o. (Ka. HcClaonaban continue • • ) Do you bave tbe raturne4 

10 recetpU fro• your •e111ag? 

n A. Ya•, we 4o. Tbet ' • •arka4 -- for tbe or1Q1aal notice 

12 that ' • •arke4 •• &xblbit ) , 

, , Ka . Hcc:LAHHAHAHt t eave ror the intro4uot1on of lxhlbit l, 

tbe copie• of tbe returned receipta . 

IS (ReturneeS aacetpt• •arked e1 lxblbit ) , ) 

,, Q . I HI . McClanulban oonttnuea . ) II the exhibit •arka4 for 

11 i4entif1catton a1 lxblbit • the notice of aaen4e4 

'' eppUc:atton 1n bearing thet wu ••11e4 to the part111 

'' lUted on Zxhlbit c 111 tbe aaen4a4 forced pooling 

~ appltcatton? 

ll A . Tel, lt 11 . 

~ MS. Mc:CLAHHAHANI t I OVI tbl introduction of lxhlbit 4. 

n CHottce of Men4e4 App11oat1on in Hearing 

:• •arked •• lxblbit 4.) 

~ Q . (MI . Kc:Clannlban CODtlDUII . ) How Wll tbil •ailinO 

• 
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• 

I 

2 A. 

3 Q. 

• A. 

accoapUehed'P 

By certified aa11 , return receipt requeeted. 

And do you have tho•• returned receipte? 

Yee , I have . That•• aarkod •• lxblbit 5. 

a Ka. HeCLAKHAHANI I aove the 1ntroduotlon of IXblblt 5. 

• 
7 Q. 

• 
• 

10 A. 

, Q. 

~ ~ 

I ) ,. A. 

15 

I I 

17 Q. 

I I 

I t A. 

20 Q. 

21 

Zl "· 
2l Q. 

:• 

2S "· 

(Returned Reeelpte aarked •• lxblblt 5 . ) 

(HI . Meclannahan continuee . ) Were there any pereona 

who•• naa•• and addr••••• were unknown at the tlae of the 

aaUing? 

No, there va•n•t. 

Did vou publieh a notice, in any event, ln the Virglnla 

MoWitlin .. r, llrhtol llarald courier, and llluaUeld Dally 

Telegraph? 

Til, VI did . It VII 1n tbl Virginle MoUDtliDIIr, llrietol 

Herald , and BlueUeld Daily Telegraph on 2-27, 2-25, and 

2•25 reepeetfully . 

Have you filed peraite to convert the VVH1 within tbe 

8LV·5 llnit? 

Yee, we have . 

vera any obleotione to the perait application• ••4• by 

coal ovnera or operaton? 

No. 

Haa a drilling perait ben prevlouely refueed to POP on 

any of the tract• tbet aake up tb1e unit? 

No, 1t bae not . 

5 
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I Q. And wbet percentage of the coal riObta 1D tbe traota tbat 

~ coapriae thia ILW·& unit hea Pocehontll 011 Partnerab1p 

3 leeaed to date? 

• A. we control t7 .464 percent of the Poclbontoa 13 aeee. 100 

& 

0 o. 
7 

• 
o A. 

10 Q. 

" 
12 A. 

I) o . 
14 

15 

10 

17 

11 '" 

10 o. 
~ 

21 A . 

22 o. 
2J 

2• 

~ A • 

percent of oll coal below the Tillar aeee, 1111 the P•3 , 

And whot percenteqe of the oil and qao riqbte 1n tbe 

trectl that coaprila tba ILW-3 unit doe• Pocabontae oaa 

Portnareh1p control? 

80 . 836 percent . 

neve you obtained c:oelbed aathane qoa 111111 on ony 

portion of the ecroaqa within the ILW•& unit? 

Yee , wo hove. wa have 100 parc:ont of it le .. ed. 

Have you otatod on an eXhibit to the application tbe 

unloaaod owner• and tbe leoae bold owner• and •inerel 

ownera leeaod to othor pertlll wbo will be pooled ond 

their porcontoqoa of ownerebip in tba reapactive tracta 

for the BLV•S unit? 

Yea , we have . 

Are tho•• all llatad on 1Xb1b1t D of tbe .. anded forced 

poolinG eppltcatlonJ 

Yea , they ore . 

Are the c:onfltctinq clat•anta who•• fundi are to be 

••crowed 11ated on Zxhlblt 1 of the & unit .. ended forced 

poolinG eppllcatton7 

, ... 
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I Q, 

a 

:1 

Are you raquaating that tha Board pool tba interalt of 

the partial lilted on l xhlbit c of the 8LV•5 unit a.anded 

forced pooling application? 

4 " · 
Yaa , wa are. 

a Kll . Hcc:t.AN!WWI I Tholl are all t ha qu11t1ona I have for Hr . 

o Arrington. 

7 KR. ClWIUCAN1 Any qua1t1ona , auhua of tbe Board? 

1 IVitne11 etande 11141 . ) 

o KR. CHAI~I1 All right . call your next witn111. 

10 Kll . HcC:WINAHAH I Oil OUlanwatar. 

n CLJIIUt t (lllfaan witnall . ) 

12 

I) WILLIAM OILLINVATI-

•• a witnau who, after having bean duly IIWOrn, wu axuwd and 

t5 taat1f1ad a1 follow11 

10 

17 

I I 

DIRICT IIAHINATIOH 

18 IIY Hll . HcC:WniAHAih 

~ Q. 

21 

22 "· 
23 Q. 

2~ 

25 A. 

Hr. 01111nwatar , would you plaala atata your full na.a 

f or tb1 record? 

W1111 .. Dal t on Olllanwatar. 

And 11 your addra11 and currant phone nuaber l1ata4 on 

tba raau11 at lxh1b1t 6? 

Yll . 1 t 11 . 

' 
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I Q, 

~ 

3 "· 

• Q. 

a 

0 " · 

Doaa Bxblbit 6 raflact your work biatorv and qualifioa• 

t1ona7 

Yea. 

Have you been qualified aa an expert witnaaa before the 

oaa and Oil Board? 

Yea . 

1 Kll . KcC:LANIIAIWh Kr. c:llairaan, I aova tha 1Dtroduct1on of 

e &xhlbit 6 aa raflactlnQ Hr. Oillanwatar•a qualifioationa. 

I l(l , c:HAIIIHAN I Oka)'. 

10 

II 

12 Q. 

13 

1. "· 

15 Q. 

I I 

11 " · 

11 Q. 

11 

~ 

21 

22 " · 

2J Q. 

(Willi .. Oillanwater•a qual1f1cat1ona 

aarked aa lxh1b1t 6.) 

(Ka. KcC:lannaban continuea.) Where baa your e~er1ence 

1D obtaining aineral leeaea bean concentrated? 

coal leaainv . 

In your experience have you elao obtained coalbad aetbane 

leallat 

Yea , I have. 

In your experience obtaining leaaaa 1D aoutbweat V1rvin1a 

are you f .. iuer with tba fair aarklt value for coal 

leeaaa, oil and gaa leaaaa, and coalbed aatbana leaaea 1D 

tbe IILW•S unit arae? 

Yea , I u . 

How aanr ecrea beve you 111 .. d 111 Buchanan county ill the 

laat year? 

over 4 , 000 oil and gaa acraa • 

I 
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I. 

Q. 

3 A. 

& 

• Q. 

7 A. 

• Q. 

g " · 

10 Q. 

II 

12 "· 

13 Q • 

,. "· 

Vbat ara tba fair aarkat value taraa for a coal laala 1n 

tbll area? 

Ranging between three and a half and five percent of tba 

oro11 aalUng price with tba advance a1n1aal roya.ltiaa 

ranoing between •1 to •to per aora . 

for an oll and oaa laaaa? 

'' par acra per year and a ona-aigbtb production royalty. 

And for a coalbad aatbana laaaa? 

at par acre par year witb an ona-aiobth royalty. 

ADd wbat 11 tba atandard pr1aary tara for a coalbad 

aatbane laue? 

10 yean . 

on and 081? 

10 . 

15 Q . And a coal la81a? 

" A. 10 yun . 

11 Q . With n;arcS to the unlaued ownen that are Uatad on 

11 that south Longwell 5 unit aDandad forced poollno 

•• appl1cat1on, have you contacted thole lend ownara or 

~ triad to contact thea to obtain a laaaa? 

21 A. Yu. 

n Q. What klnd of ••••• have you offered aacb of tbaa? 

n A. A etandard oll end o•• laaaa . That includaa their 

2• coalbed aethane rl;hte, any clelaa tbay would bava . 

~ o. BY what aetbod did you contact tba• and offer tba laaaa? 

I 
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t A, verbal . 

a Q, were there any unknown ownara or owner• Vboae 144rlllll 

3 ware unknown at tba t~• of the f111D9 of tbia applica-

4 t1on? 

s A. llo, there wu no\:. 

o HB . Hc~D~s Tboaa are all the quaat1ona I have for Hr. 

7 Gillenwater at tbl• t~e. 

e HJI , CIIAIRHAJis AnY quut1ona, ••ab•n of tbe aoard7 

0 (WitDIU ltUda u14a,) 

tO KR , CIIAIRKANI Okay, Call your DIXt WltDIII. 

11 H8 , HcCLAHJIAIIAII I Rlladall Albert. 

12 CLIIUC I (IIVIIrl WltRIII . ) 

13 

RAHIIALL HARK ALBIRT 

t5 a v1tn••• vbo, after bav1n9 bean duly avorn, wu exu1na4 and 

tO taatl Ued •• follow• • 

17 

10 

10 

1!0 BY Hll . Hc:CI.ANNA)IAN I 

pilleT UAHJIIATIOJI 

21 Q . Hr . Albert, would you pleue atata your full nua for tbe 

:n record? 

~ A. Randall Hark Albert . 

2• g . And I underatand tba reau.a tbat 1• attac:ba4 11 lxh1b1t 7 

n in the booklet that wa •ve 1~1tte4 baa an incorrect 

10 
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I 

2 "· 

3 o. 
4 "· 

5 o. 

0 " · 

7 o. 

• 
0 "· 

10 Q. 

II 

pbona nuaber, 1a tbat correct? 

That 1a r1vbt . 

What 1a your ourraot p.hona nu.bar? 

4118-4512 . 

aut tbat 11 your currant addreaa? 

It 1a the curra.nt addreaa. 

And doll tba raeuaa at lllh1b1t 7 reflect your educational 

backvround, work b1etory, and quaUUcat1ooa? 

, ••• 1t doll . 

Have you b .. n quaU.Uad ea an •xP•rt w1ue .. before tba 

oae and 011 Board? 

12 " · Yea, I bava. 

13 Kll . HcCLANlWWII I aova tba 1otro4ucUon of Zllh1b1t 7 •• to 

14 

15 

10 

17 o. 
18 

ID A, 

20 

21 0 . 

22 " · 

23 

~ Q. 

25 

Kr . Albert ' • qual1f1cat1ona. 

CRandall Albert•• qual1f1cat1ooa 

aarkad aa Zxh1b1t 7.) 

(Ke . Hcc lannahan cont1nuae . ) Have wall work peralta bean 

eubalttad for the SLW-5 unit? 

Yea, tbay bava except for tba propoaad location for tba 

one add1tlonal wall . 

ror what type of walla ware the peralta aubaltted? 

To convert axuunv verucal ventllat1on holee to coalb14 

aotbana walla . 

You bava 1nd1caud ln the uandad forced pool1D9 appUca• 

tlon tbat the a1naral and laaea bold ownare for the SLV•5 

11 
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• 

• 

2 

3 

• 
II 

0 

7 

• 
0 

10 

" A. 

12 Q. 

tl A. 

I . 

15 

10 Q. 

17 

II A. 

unit Wbicb ara not 1ea1al1 or aaaigne4 to POP are Illan4 

creek coal coapany, coal Mountain Kinin; co•pany, coal 

Mountain 'l'ruat, Ruby llorne , boa Kea4owl, Rufu1 Kaadowe 

beire, Iva Kea4owe, ver;ie KeaiSowl, Leonard KeaiSowl, 

auntce atroutb, Ruby Kcoi;;an, Ji .. Y HeaiSowl, 1rne1t 

Hea4owe , Alica laith, 1111111 KeaiSoWI , Charlotte a•ith, 

Laverene Olborne, Lular Kea1Sow1, Donn• ronzy, Danny 

Kee4owe , Rufue HeaiSowe , Marjorie lltin, Linda oartb, 

Harland HIIISOWe, JllliCI OOOQOt and lloward HeaiSoWI 

betrl. II that 1till correct? 

No, it il not. 

Vby ie tbat not 1ttll a correct lilt? 

Since tba flUng tbe uen4ed 1ppUcat1on wa bava a.cqutrad 

additional inforaatton raoardtng the naae and addre11 for 

one of tbe Rufue Headow1 haira. 

And bave tbo1e reviled paoe1 been 1ub•tttel1 aa lxhtbtt 8, 

IXhtbtte c, D, and I to the application? 

Tee, they bave. 

11 tta . KcCLAHNAHAN t t aove tbe 1ntro4uct1on of lxh1b1t 8 Wb1ch 

~ ebowe that new a44reee . 

21 (Jtevill4 AI11Sre11 aerke4 11 lxbtbit 8.) 

22 0 · (He . Hc:Clannahan continuea .) llave you received anr 

written reepon1e1 to tbe .. ended or original forced 

pooling applicattonl7 

No, we bave not • 

u 



• 
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• 

o. 
2 

3 

4 "· 
5 0 · 
D 

7 

e 

0 

10 "· 
II o. 
12 

13 

•• "· 
15 o. 
IG 

17 

" "· 
10 o. 
20 

~· A. 

22 

Ia Pocabontaa Gaa Partnarabip the owner of tha dr1111n9 

ri;hta undorlytn; the •tnarol traota that are to be 

enC08PIIIId by thil unit? 

Yoa, wa era. 

Doaa the plat attocbad to the .. ended forced poolln; 

application filed by Pocahontaa Gaa Partnerabip 1n41cate 

tha acraaoa to ba e8braced within the ILW•5 unit .. 

approved by tho Doard at it'a February 18th, 1982 

haorin;? 

Yea, it do11. 

Doea the plat attached to tba .. anded torcad poolln; 

application tiled by Pocahontaa o .. Partnarabip 1n41cata 

tha ahapa ot tha acrea;a 1abrac1d within tba ILW·5 unit? 

Yll, it doll . 

Do11 thl unit follow thl boundary linea of tba long wall 

penal and it'a aurrouu41n; area tor tha •1n• that 

coapriaaa the Iouth Lon;wall 5 unit? 

Yaa, it doll. 

could you plana 141nt1fy the exhibit •erkad for idlntU· 

1cation 11 lxblbit 9? 

lxhlbit 9 ia 1 copy ot lxhlbit B·l ot tba Iouth Lon;wall 

5 aa1nded forced pooling application . 

2::1 HI . HcC1.AMNAJWJ1 Hr . Cbatraan, I aova tba introduction of 

24 lxbibit ' · 

2$ HJI , CIIAIIIHAN I Okay, 

u 
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• 

I (Copy or Exhibit o-1 aarkad •• lxh1b1t 9 . ) 

R HR. CIIAIIUWII I'd like to 90 baok to lxbibit I 1n tba 

3 app11oat1on ttban you ware talking about t.ba Rufu• 

4 Haadowa ha1ra . You read vargta Htadow1, I ba11ava, and 

a I had vargte Haadowa HcOSggtn? 

0 MS. HCCWlllAIIAJII 'Mlat 1 1 correct . 

7 HR. CHAIRHAH 1 II that oorraot? 

a H8. HcCWlllAIWII Uh•buh. 

0 HR . CIIAIIUIAJI I Okay. Go ahead. I'a aorry. 

10 Q. (HI . HcClannaban oonttnua1 . ) Ia Pooabontaa oaa Partner-

" ahlp tba owner of tha dr1111nv rl;btl Ulldarlys.nv the 

12 

ll A • 

14 o. 
15 

10 

17 A. 

•• o. 
ID 

20 A. 

21 Q . 

22 

23 

alnaral tract• that are batnv ancoapa111d by tbl1 Ullit? 

Yaa. 

Doa1 the plat attached to tbl aaandad forced pooling 

appl1cat1on filed by POP indicate tha acraava aa 1t wa1 

.. andad by the Board in it'l February 10th, 1992 bearing? 

Yll 1 lt dOll . 

Do11 the drllllnv unit eabraoa tvo or aora 1tp1rataly 

owned traotl? 

Ya1 . 1t doll . 

Are tba co1t1 and axptnaa1 for tba walla a1t forth on 

doto1lod wall aatsaata1 attached to tht .. ended forced 

pooling appl1oat1on •• lxhibita H throuvb J? 

Tbat ' a correct . 

llava thtra bean any rav1a1on1 to tha DWII for tba walla 

14 
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• 

• 

I 

ll " · 

3 Q. 

4 

5 " · 
0 Q. 

1 . "· 

that co1pri11 the Iouth LOnqwall 5 unit? 

no, there have not . 

Do thaae exhibito reflect the co1t of dr1111no the valll 

to total depth and co•platad for production co1t1? 

Yo1, tbay do. 

aonarally, bow did you calculate the co1t1 that are 

U1t1d in tl\1 DVII7 

ror tile ox11t1n9 velll thoy are actual co1t1 When 

t 1nvoic11 have been found. When invoical have not boon 

10 found they are a1t1•atad co1t . ror tho additional vall 

11 to be drilled, that 11 a1tilatad co1t baled on the 

t2 avar191 Of drilling COlt and CCiplation COlt VI hiVO 

ll aeon • 

14 Q . 

IS 

16 

t1 " · 

,. Q . 

,, 
20 " · 

21 Q . 

22 

z:J 

24 " · 

2S Q • 

Ara you requ11tin9 tllot tbl Board pool tho 1ntaraat of 

the partlll 111tad on lxbibit o of the aaand1d forced 

pooHuo 1ppUcat1on1! 

Toe, va are . 

And thot Pocahontea 011 Pertnerlhlp be deetouata4 11 tho 

vell operator? 

Yee, "' are. 

Tbat tile Board pr .. erlb• the tue and 11nner in vbich 

other 11neral end lo111 bold ovnar1 ••Y alaot to partioi• 

pate ln the operation of till velll? 

Til , wa are . 

Tbat parttctpatlnQ •lneral and 10110 hold ovn1ra bllr tho 



• 

• 

• 

2 

3 

4 A. 

II Q. 

6 

7 

I A. 

' Q . 

10 

II 

ll A • 

I. Q . 

roooonablo cooto ond oxpan111 connoatod to tho wolll in 

tho proportion which tho 1croovo tbay own hoi to tba 

total 1areovo in t .ha ILW•!I unit? 

Yao, wo ora . 

Aro you requaatinv that non-loae1no ainaral and 11111 

bold DWDirl biVI riOIODIIbll ICIOIII tO prodUCtiOn and 

tronoportotion recordl collootld by tbo Xnepector? 

Y••· we aro . 
Th.at the Boord aalto provia1on for tho papant of 111 

rauonllblo coot• of tba operation including a rouonablo 

.uparvlaion faa by all ainaral or 11110 bold ownara Who 

oloct to bo participatino ownor1? 

That•• correct. 

And that tho Board provide altarnatiVII to tbo ainaral or 

t 5 louo bold ownoro Who do not oloet to be participat1no 

11 ownoro in tho unit auch aa thooa oat forth in tbo 

11 V1ro1Dio Coclo annotated section t!l . 1·361.21? 

11 A . Tbat 11 correct . 

•• Kll . KcCLAIDWlAHI Tboao aro oll tho queot1ono I bavo for th11 

20 vitnlll . 

21 KJI . OIAUMAH I 

:!2 

Any quaationo , aaabaro of tba aoardt 

(VltDIII ltiDdl llidO . ) 

l!l Kll . KCc:l.AHNAHAH I Tho nut w1tna1a I bavo il Kr. Morvan. 

z• C:UU:I (SW.are witnau . ) 

2S 
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I CLAUOI D. HOR.QAN 

~ a v1to111 vbo, efter hev1ncr been duly IWOrn, Wll ex .. inld and 

) tlltlfild II follOVII 

• 
II 

• 
1 !Y Mil . Hcc:t.AHIIAKA)! 1 

ptRICT IIAHIIIA'I'ION 

1 Q. Hr. Horqan, would you pleue 1t1t1 your full nul for tbe 

• record • 

10 A. cleude D. Morqan . 

tl Q . And 11 the reeu.e tttacbed •• lxb1b1t 10 and aarked for 

12 identlUceUora 1n41cate your current ld4rlll arad pbou 

l l cumber? 

" A. Yll, it doll . 

•s Q. ADd doee it aleo reflect your aduoation•l baokcrroUlld, 

'' work biltory, 111d quelif1cat10nl? 

11 A. Yea , lt 4oea . 

•• Q. Have you baera quel1f1ed 11 an expert v1tn1e1 before the 

•• cu 1114 011 ! oard pnviouely? 

:o A. Yee, t bave . 

11 Mil . Hcc:LAIIliAHANa Hr . Chelraan, t aove tbe lntroduotlon of 

n &&blblt 10 reflecttncr Hr . Horcran•• quallf1cetlon• . 

~ Q • 

IHr . Horcrera• e Qui11Uoat1ou aerked 

•• lxblblt 10 . ) 

(HI . KcClannablll contlnu••·l With recrerd to the coet1 

17 
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S A. 

6 

7 

8 

10 

n Q. 

that are 11ated oo t bo DWBa that Roody Albert baa 

deacrl.bed and aub:aitted for the vella 1.0 the S'Llf-5 unit, 

bov do you propoae to allocate the coat uono the owner·• 

in the unit? 

Since the proposed well l within tbe unit w~ll be aervlno 

two ~fferent units over a life apan of about 19 years 

with 9 years heinq the approxiJiate lifo of this first 

unit desiqnation, we have proposed to proportion the coat 

of these wells to the unite baaed on the anticipated 

production froD the ~ different unite. 

And the two d.i_f!erent units t.ha t you • re referri.Do to ue 

12 the frack unit wbJ.ch u at axhi.bit 9 and tho aealed qob 

13 unit vbtch 1-s at E:xh1h1t. 12, 1• thae correce? 

•• A . 

IS Q . 

,, 
17 A. 

Tbat•a correct. 

And &xh1h1t 12 obows tbe propooed oeeled qob unit 

boundary line, io that rivbt? 

Tbae is correce. 

11 HS. McCLANNAHAN: I aove the introduction of Exhibit 12. 

,g HR . EVANS: Wait a ainute. I've oot 11 ae a 11ap, 12 aa a 

20 calculation 

21 HS. Hcc:l.Ah'NAHIUI: I"ll sorry. Sxll1.b1t 13. 

22 Hll. EVANS : Ob. okay . 

n Hll . OIAlRI'.AN: Okay. 

2• (Proposed Soa led Gob Unit Bouodary 

Line urked ao Exhibit 13. ) 

18 



I. 
I 

• 

• 

a 

3 

4 

& 

0 

7 

• 
' 

10 

" 
12 

13 

14 

1& 

10 

17 

II 

10 

20 

21 

n 

23 

24 

2'S 

g. 

"· 
g, 

"· 

g. 

"· 

g . 

"· 
Q. 

"· 

(Ha. HcClannlhan cont1nuea . ) Hr . Horgan, lxblbit 13 

raflecta the propoaad aealtd qob unit boundary, it that 

correct? 

Tbat ia cornet . 

could you pleaat identify lxhlbit 12? 

lxhlbit 12 ia a ohart depictinG tha pro4uction ellocation 

and tbe ••nn•r in which we arrived at tbe percentage to 

allocate tbt coat of tb••• welll to thl different unite • 

And could you plea•• explain tbe ctlculltion at it'• 

ahcwn on lxbibit 127 

lxbibit 12 ebowa tba production fro• SLW-~ unit durin; 

the frack, borizonal, and active gob phaae ae 

1,434,000,000 cubic feet. Tbe production fro• thil , .. , 

area 1n tbt aaalad oob pbaae ia eat18ated to be 

1 , 055,000 , 000 cubic feat. Tbe aua of tb111 two ia 

2 , 489 , 000,000 cubic feet . we dlvi4td the production fro• 

thil propo11d unit by the total production fra. tbla area 

to arrive at a percentage wbicb we would propoee to apply 

to the total co1t of the wella wltbln tbil unit. Tba nat 

coat would bt allocated to tbil unit on a nat acre b1111. 

And that percentage 11 !11 .1 percent, 11 that correct? 

That 11 correct . 

And that percentage of the total co1t 11 liated on tbe 

DWII hal been calculated, 11 that riobt7 

Tbat•e cornet . 

19 



• I Q , nov do you propo .. to charge tbe unit cnmen for the 

2 additional walla and than any additional welll that will 

' be drilled? 

• A. we are aaktng the Board'• approval for the co1t of four 

a walla. AnY additional coau we would propo .. to coae 

o back before the Board and tt would have to be 'u1t1f1ad 

1 on tbe ba111 of drainage, acono•tc1 , and whatever. 

e Q. And when you aay the co1t of the four initial walla, 

g you're actually referring t o 57.6 percent of tba co1t of 

10 tho11 four tnttial walla, 11 that correct? 

11 A. That il correct. 

12 HB . HcCLAtnWWII Thole are all the qu11t1ou :r bava for tbi1 

13 witn••• • • 1• HR. OIAIIIKAN I Any quoatton1 , •eabara of the Board? 

15 HR . IVANB I would you -- Hr . Horgan or whoever -- explain on 

10 Bxhlbtt ll the offaet for the •••led gob unit and the 

11 ehape of the --

" HB. HCCLAIRIAHANI Yea, air. I tbtnk Hr. Albert ie prepared to 

10 give you an explanation on that queatton. 

~ HR . ALBIRT1 Hr . Ivana , tbe off11t il an area tbat 11 davelop-

21 ad by •einl 1n the n aau. we brouobt the aoutharn 

n portion of the boundary over to ••tcb the axtatln; BUsa 

~ aealod gob unit that baa bean approved by tbe Board. 

z• Where you ••• tba offaet il tbe eat of exiatln; ••1n• 1n 

a the 13 aaaa • 

• 
ao 
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• 

KR . BVAH8 1 11111 tbat offaet be inoluded 1n lftlr' .. alec! fOb 

a unit or are tbo1e ju1t going to aa1D1 open for 111 tlal7 

:1 KR . ALBIR'l'a Thole will be a11D1 open for ell tlal. That will 

4 not be piller ained. 

5 H8, Hc:CLANJWWh In tblt oue WI WOUld Uqllllt that tbl llolrd 

• pool tbe int1n1U of all tbe parti .. Uete4 on IJihibit a 

7 for tbe 8LW•I unit . 

1 HJl , HAIIOH a HI". Cbai nu, 1 aova till approval. 

1 tea. OIAlRHAlh 111 have 1 aotion to approve. 

10 KR. BVAHIII IIIC:ODd. 

11 KR. OIAlRHAlh A aotion to approva and a aacon4, All in favor 

11 atqnlfx by aaxtna x••· !ALL AtrlRH.I oppoaa4 aax no. 

,, (Hone.) '1'111 aotlon carriea • 

,. till . tcc:Cl.AHHAHAHa Thank you. 

IS (AITIR A IIIUIF IUICIII8, 'l'lfl ltiAiliNO COH'I'IHUID A8 f0Lt.oll81) 

" 
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• ITZM ! 

a 

3 HR. OIAIRHANI We're back in .... ton. Unleu tbere•• an 

4 objection we ' re going to aove to %tea! on tbe agenda 

a thank• to tbe part111 Who ha~• worked out an agreeaent 

o bere. I will 111t1n i£ tb•r•'• any objection to 4o1ng 

7 that . With no objection, Kr count• , we have a petition 

e £or a well location exception by lquitable Re1ourc•• 

o lxplorat1on for VP-2340 end thi• 1• dooklt nuaber vaoa-
10 92/03/11-0199 . 

11 HA. COUNT81 Hr. Chairaan, we have before tbe Board today e 

12 requeet £or 11x 11p1rate location except1ona, Itaa• X 

13 through IV on today•a docket . ao 1n rront or you tbe • 14 Board aeabera wtll ftnd What we'll be ua1ng aa our 

IS lxh1b1t c which 1nd1catea all a1x of tb••• locettona 

10 co .. anctng with VP2340 which 11 today•• docket nuaber-

11 0199, 232S today•a docket nuaber 0200 , 2343 today•a 

11 docket nuaber 0201, 2346 todey•a docket nuabar 0202, 

'' 234S today•• docket nuaber •0203, and 2324 todey•a docket 

20 nuaber 0204 . 

21 HR . OtAIRHAN r Lit •• etop you there and 11k, ere tbera any 

~ partlll tn tbe rooa tbat W11b to eddr111 tbe Board 

D reoard1ng the•• aettere7 

24 Ha . CLIVIIIOER I I do. 

25 HR. OtAIRHAN r would you juet tall ua your nu•' 

• 



• tca. c:t.IVt"NaJRr I' • Nancy Clevinger. 

2 MR. OWRHAH r would you tell Ul which one of thl .. or do you 

3 object to ell of th111? 

4 Ka . CLIVINOBRr All of tbe•. I heve so eore1 end I beve four 

a tractl of lan.d and 1 live on U4. 

11 lilt . OWRHAH r II thet 1n tbil area? 

7 tea. Mc:ol.OTIU.INr We're on Ito 1 of tbe agenda . U4 -- where 

1 do you live? 

t MS . CI.BVDfCDRr I aean that'l the route that I live on. Rowe, 

10 V1rg1n11, Drill Mounteln. 

n tea . CHAIJUCAN• Mr . rulaer, vould you go back and obeok end 

ll ••• --

1) lilt. rvLx .. r U you llve 1n Rowe, thil bu nothing to do with • 1• aowe. Tou•re 1n lliee county. 

tS Ka . ~Rl Slr? 

11 lilt . at.URHAH: abat~ ber an the DIP wbat we • re dealing w.t.tb --

17 MR . ~~ I don't knat~ vbetber tbat vould be the bllt •IP 

11 to ahat~ her. 

11 MR . CHA1RHAH1 Vell , look et ber peper1 that ebe bae there and 

~ ••• · I th1nk 1b1 ' 1 intereated ln the oa111 that ocai-

~ dental Petroleua h .. , but I'• nat 1ure. 

22 KS. a.rn.NaZRs Vell, I own coal and gu and oU on 124 here . 

n ADd II laneS creek ancS Penc.c ancS ell of the• , you knat~, 

:• u aovtnq coal and they• re up there drllllnv now near ay 

zs fana ancS it von•t be drilled on .t.t • 

• 
23 
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t KA. CHAIAKAHs Ka'aa, I think that'• later it .. • on tbe 

2 avenda. 

3 Kll. CLZVIIIOIIAs Wall , I juot brouvht that paper. A ne19bbor 

4 veve it to •• and that'• how I knaw about thil •••t1nv. 

5 Kit. rvtJIIAs That would be 1112 -- yeah, •h•'• on a different 

o cue. 

7 KA. a~IAKAHt Okay. That will be ca••• tbet we'll call 

e later, aa•aa . 

0 Kll. CLIVliiOIIAs All riqht . 

10 KA . O!AlAKAHs But we'll •akl 1ure that you qet • chance to 

11 addnu the Board on tbat. Thank you . AllY otbare? Tbe 

12 record will 1how there are none. Kr . count1, you ••Y 

u proceed • 

14 KA . COUHTS s Thank you. Kr . Chainaen and ••llbere of the 

t5 Board, 1 would requa1t to handle th••• in two eeparate 

tG ••ttera bavtnntnq with tbe ae1tarn •c•t three well• firet 

11 which wa1 abown on tha coaburn field ana •ap wbicb would 

' ' ba VP-234G and VP-234~ and VP•2344 and tban I would like 

tO to eddre11 tn e 1eparata application the weetern •o•t 

~ three Willi, VP•Z340, VP•2325 and VP•2343. 

21 KA . CKAIRMAJI I Okay . 

~ HR . COUNTII s Thank you , •tr . Let the record 1bow thet tbe 

n well• addraaaad will be avain VP-234~, VP-2346 and VP• 

2' 2345. Hr . Cbatraan and ••&bar• of the Boerd, tbil i1 

~ part of our continutnv effort to davelop oil and qae froe 
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within tho boundariaa of tho u.s roraat aarv1oa. Thole 

w1111 were provioully pel'llittacS by AJia. at th110 apaoU1o 

looationo in order to ba con1iat1nt with tho environ• 

aentel iapaot otateaent and aubaequent anvironaantol 

aubltanoea which thia DoarcS hal provioualy board taatl• 

aony tn regard to . lquitabla now aaaka a tranafarring of 

tho operating rtgbtl u a ra~ult of it' a acqutattion of 

tho AJIR proparttal . Tba taettaony will indlceta that tho 

unita invo1vacS aa wall aa tho raotprooal or offaat 

location• within 2, &40 foot of tba propoaacS location 

axceptionl ara each laaaad 100 percent to tho Roar1nv 

rork partnara which lqutt&bla aa operator. Tbua tho 

corralattva r1ghta wtth acS,acant partial are protactacS 

baaed upon tho coaaon ownarahip. Tho ia1ua ia therefore 

woulcS waeta raeult in the avant tb110 locattona axoep• 

ttone are not approvacS. 1 would oleo like at tbla tiaa 

to introduce the exh1b1tl. The liB and Coeburn UalcS aap 

ar11 wbtch you bava ona tn front of you, Hr. Cbatnan, on 

tho tabla thoro ancS add1t1onally behind Hr. rulaar, thta 

abowe tho coeburn area ftald tnaar t wbtcb wtll ba uaad aa 

lxb1b1t c and tn addition ahowa tho outline of tba 

anv1ronaantal tapact lighting Which waa approved in 1988. 

lxb1b1t D will ba tba topographic aap which again ahowa 

all of tho location•. wa• ra now concerned with tho 

aaetarn throe aoat locattona for tba location axcaptiona 
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----------

denoted bere by the orange dotl on tba Dep. Wa will than 

2 a44rall tba we1tarn ao1t tbraa location exception•. 

3 lxhibit c will ba tba coeburn field area DIP wbicb all 

4 tba aeabar1 of tbe Board 1bould bav1 in front of tbeD. 

a W1tb your approval, Hr . Cbairaen , I'd like to oall ay 

o tlrlt W!tnea1. 

1 HR. Clf.UAKA!fl Go ahaad, 

I HR. COUNTII I Hro Lea Talbot . 

8 CLIRXI (SWe&rl WltDall .) 

10 

" Lll TALBOT 

11 a wltoell wl1o, after bavlnv been duly IWorn , wa1 exaainad and 

l l telt1f1ad a1 follOWI I 

,. 
IS 

10 

DIRIC'J' IIWiliiATION 

17 IIY KR . COUHTII I 

,, Q. Hr. Talbot, who an you eaployed by end 1D wbat cepac1ty7 

18 A. My n .. • 1e Lee Talbot. I ' D IDployed U Land A4D1Diltrat-

iiO or of lqultable AeiOUrCII IXP10r&t10D , 

21 Q. Hr . 'J'elbot, beve your qual1f1cet1on• 11 an expert witne•• 

22 wltb regard to land relete4 Dlttera previoully be 

ll accepted by tb11 Board? 

2. A. Yea . 

2S HR. CCUNTII l Hr . Cbalraen, I'd Uke to offer Hr. Talbot u u 
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IXPirt Witnlll in tbil •1tt1r. 

2 HR. CIIAIRIWII Okly. 

3 

4 

5 

I 

1 

• 
t 

10 

, 
12 

13 

,. 
15 .. 
17 

•• 
10 

20 

21 

22 

2l 

2' 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

(Kr. count• continue•. I Kr. ~albot, do you re•pon11blli• 

ti1a include tbl lan41 involv•d hire and tbl IUrroundinO 

lfll? 

And are you f .. illar wltb the appllcetion for location 

.. c1ption1 for well• Z34S, 2344, and 2346 and tbe relief 

requ11t.ed? 

, ... 
UllnQ tbe colburn field area aep, 11Cb1b1t c, would you 

lnd1cate for tbl Board tbe relief requeeted, 1howlnq the 

locetlon exception welle and the reciproael welll and tbe 

ISJJt&nCII to tb011? 

ror well 2344 it'• 2, 002 feet fro. IRBI well V-2352 or 

10971 and 2, 262 feet froa ex11tin; well 133110 or 

prev1ou• nuaber 10945 . ror well 2345 we ere 2,311 feet 

fro• ex11t1n; well 133SU or pnv1ou1 nuabtr 10005. We 

ere 2, 023 feet fro• propoeed well V•2346, previoUI 

nuaber 10924 . We epproxiaetely 2,325 feet froa exiltlDQ 

well 1l35G, prevloue nuaber 101127. ror well VP-2346 

vb1eb 1t'l preV10UI nuablr Wll 101124 WI &rl 2,023 flit 

fro• propo11d well VP-2345, prev1ou1 nuaber 101131. And 

2 ,l5l feet fro• ex11t1nQ well 133541, previoue nuaber 

10005 . 
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' 0 · Hr. Talbot , ara thaae well location• currently under 

2 par•it to A!IR Production co•pany and are you 111kin9 • 

3 tran1far of the par•itl to lquitable7 

' "· , ... 
a Q. And have all partiaa baan notified •• required by lection 

e Uneudibh . 1 of tba Virginia ou and au aoard ravula• 

7 tiona? 

e A. They have. And Kl . Davia b11 received copiae of tba 

0 

10 Q. 

11 " · 

1~ 

13 Q • 

1& " · 

10 Q . 

11 

11 " · 

10 Q . 

20 

21 

22 

lJ " . 

2• Q . 

25 

certified •ailing• by cover latter dated Harcb Gtb, 1992. 

And who ovna the eurfaca underlying each location? 

surface owned by United statal roraat service and all 

drill 11t1 locationa . 

Doaa tba Roaring rork Partnarahip own 100 percent of tbe 

wrklng 1nterut under aU three location axcaptiou? 

Yea. 

Doll the Roaring rork Partnerabip own 100 percent of tba 

working 1ntareet w1th1n 2, 6t0 feat of each propoeed wall? 

Yu , they do . 

Band on tba11 facta ia it your profalllonal opinion that 

the cor relative r i ght• or each of the effected part1aa 

wi l l be protected by t ba granting of tba location 

except10nl II requaatld by lqu1tlbll? 

Yae , 11r . 

Hr. Talbot , w•• an envtron-antal t.pact etudy conducted 

on t he r oraet sarvtca property where the propoeed walla 

21 
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II 

0 
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• 
0 

10 

11 

12 

13 

1. 

15 

10 

17 

A. 

g . 

A. 

Q. 

A. 

ara locatedt 

, .. , 11r . 

With ra1pact to each 1nd1v1dull wall alta , What f1ctor1 

did tha anv1ro~entel 1•pact 1tata•ant con11dart 

Thay con1idarad tha confo~1ty of t he aXiltlng 1981 III 

archaolog1cal con11darat1on1 , aoil / watar con1arvation, 

tha topography, the road locat1ona, tha location of tba 

ox11t1ng tillbar and with regard to currant a11111 roaCS. 

and al1o tho location of tha p1pal1nal with axi1t1Dg 

tillbar . 

Hr. Talbot, hal the rora1t sarv1ca raviawad the propo1ad 

location• for VP•23••· VP·23•5 and VP•Z3•6 and 1pprovad 

each location a1 baing con11atant with t ha anviroa.antel 

1• pact •tata•ant and tha onviroa.ant 111a11•ant pravioul

ly conductod by the rora1t sarv1ca? 

Yaa , tbay hava . And tho final liS atata•ent wa1 111uad 

rabruary 12th, 1988. 

1e HR. COUNTS& Hr. Chal~an , 1 have prav1oUilY provided the 

1u Board with cop1al or the 1990 lnv1roa.antal A11111•ant 

l'O end Dac11lon IIOt1CI and allo tba 1988 DaOlllOD HOtlCI 

21 wblcb 1•Pla .. ntad the uaa 118 and wa raquaat that tba 

n Doard incorpor ate t h111 into tba record 1t tbll tl••· 

n HR . CliAlRHAtll Any obloct1ont Okay . 

(Hr . count• cont1nuae .) Hr. Talbot , in your profa111onal 

" op1nlon ora theaa l ocation axcapt1on1 naca .. ary ln or4ar 
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a o. 
0 

7 

• 
0 " · 

to coaply witb tbe plan of developaant approved by tbl 

enviroaaental iapact etateaent and 1ub1equent env1ronaen• 

tal auu•••nt? 

Yel, 1ir, they are , 

Ia tt your profe111onal opinion tbat theae well location 

exception• are required in order to 1afeguerd the 

environaent and acaouodate other aineral iatereat1 and 

effeative land aanageaent practice•? 

Yea , lir . 

10 Hll . COUNT81 Hr. Chairaan, I have no further qu .. tion• of tbi1 

11 w1tne•• · I will next be calling Hr. Bob Dahlia, the 

12 geolog1at . 

13 Hll. CHAIRKAH1 Any qu .. ttona , aellbero of tb1 Board, of tbil 

V1tDell? 

15 Hll. CVAN81 JUit by way of explanation, in the vicinity of 

10 VP-2344 would you 1xpla1n real quickly, 1ince it'l not on 

11 thtl, voa-&~ ju1t north? 

11 Hll . TALBOT 1 , .. , •lr . That•• a plugged and abandoned well. 

1e Hll. CVAN8 1 Abandoned? 

20 Hll . TALJIOT I Ub•huh. 

21 HJl , CVAN81 And 118•4A 11 the uae? 

22 Hll . TALBOT I The IUe ltltUI, 11r • 

2J KR. CVAJI81 118•5A? 

N Hll . TALBOT I Allo. 

~ Hll. CVAN8 1 Thank you. Tbet'• all I needed • 

30 
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MJI , CHAJRHAH1 Okay, AllY othar qu .. uou? 

2 IWltJIIII ati!Uta lli41. ) 

3 KA , CHAIRHAHI You aay call your DIXt WitDIII, 

4 KA, COUNT81 '1'1111111 you, 11r, I'd Ulca to cell Kr , BOD DabliJl, 

a CLIRXI cawear• witna•• · l 

a 

7 DO! DAHI.tH 

1 a w1tn••• Who . aftar having baen duly aworn, wa• a ... load and 

0 tllt1f11d a1 follOWI I 

10 

II DIR.IC'f IUKINATIOJI 

12 

13 BY HR . COUNT8 1 

u Q. Mr. DahHn, who ora you eaployed by and in wbat oepecity? 

15 A. I'a an oparationl IPICialilt at lqultabll AIIOUrCII, 

10 Klna•port , Tenn••••• · 

17 Q. ~d what 11 your educationel beclcaround, llr? 

11 A. Geoloa1•t as dear•• froa vvu . 

10 Q. And have you prev1ou1ly tlltlflad before the Board and 

~ your qualification• ae an expert w1tDIII been excepted? 

21 A. I have , 

n KR . ccnn~B • Hr. Cha1raan , I would 11Jca to offar Kr . DabliD a• 

~ an expert witn••• in thil aatter. 

24 KR . OIAIRHAHI Okay, 

2S Q, IHr. count• cont1nu•• · l Kr . Dahlin, would you 1uaaari11 
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A. 

Q. 

A • 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

briefly for tbe Doard frow lqu1tabl•'• proapact1va tbe 

purpoae of th••• app11cat1cnl? 

Tbl atudy waa done ao 01 to a1D1•a11Y t•pact tba environ• 

•ant. aanerally, 1t'a a continuation of tbe prev1oua 

ptrait opp11cationa. 

And ora tha11 locot1ona nacaaaary 1n order to prevent 

waete of tha bydrooarbona underlying tb111 tractl? 

Til, tbay ore . 

In tba avant the•• location exception wella ora not 

drtllad, can you pro,act tba aatiDotad loaa of raaarvaa? 

rro• between zoo and 500 •i111on cubic feat par well. 

lbould all foraottona fro• tbe aurfaoe of tba ground to 

tbe total daptb drilled ba covarad by any order taaued by 

tbe Board? 

Tea, tbay abould . 

Hr. Dahlin, would you briefly indicate for tha· Doard ao•• 

of tba foctora which ••k• aach of tba location excaptiona 

neceaaary? 

Prt•orily topographic conatdlrationa, apaotng at the tiDe 

of the porait oppltcotion, and drainage -- aurfaca 

drainage of the waterwaye . 

It tt alto neceeaory in order to ba 1D conalatent w1tb 

the III and the deairea of the u. s roraat larv1ce that 

theae vella ba located to tha extent poaalbla on tba 

ridge topa in order to avoid or •inlDi&a the anv1roa.an-



• tal l .wpaot with raoard to aon1tor1nQ atatlona un4er1J11111 

2 watarwaya? 

3 A. Tbat •a an accurate atateaent . 

4 o. In your profeaaional opinion ara thara any other faaaibla 

& location• whlcb will allow any of tbaaa Willa to ba 

e drilled without requirinG a location exception? 

1 A. No, there are not . A44it1onally, any other •ovaa would 

e require a441t1onal archeolovical aurvaya , 

• o. ADd ln your oplnloa wlll tha vranting of thaae location 

10 axceptlona be ln the beat intaraat of pravantinQ wuta , 

n protactla; correlative r1;hta, aaxiaila tha recovery of 

12 ;aa raaervaa underlying walla VP•2344, VP•2345, VP-23467 

13 A. Yea, air • • 1• KR. COUNT& t Hr. Cbalraan, I have no further quaat1oaa at tbia 

15 tt••· 

te KR . CHAIRHAH1 Any queetiona , ••abau of tbe Board? 

11 (Vitne .. atanda uide . ) 

11 KR . CHAIRHAH t Okay. Call your next witnua . 

~~ KR. COUNT& t At tbia t1Jia I would raquut that the Board 

211 approve tbe l ocation excepttou for VP-2344, VP•UU, and 

~~ VP· Z346. 

~ KR . EVAN&t Nr. Chelraan, I aaka a aotlon that we accept 

n IRES' • petltlon. And let •• ••k Hr . rulaer one qpeetlon 

2• l n tble . 

25 KR. CHAliUQII t Okay • 

• 
33 



I 
• 

• 

• 

KR. 1VAN81 Do•• it ••k• • dlff•r•nt on 2le& and 2l'l for 

I yoUr ord8r Wbioh 11 In 8XCtption fro• Vblcb? Do we n81d 

~ to ltipul•t• thlt or 2u1t •t th••• loo1tion1 •• --

4 KR. rvLKIRI W•ll, for th• purpo•• of th• order, th•x'll h•v• 

a to r•clproo•t• ••ah of the• •• • writt•n ord•r •• done. 

0 HR. IVAH81 Oklf, 

7 KR. fULKIRI 'rhll[ 11111 [IOlp[OCIItl . 

e HR. KAeliN I !•ah of the• 11 •n ••c•pt&on to tbl oth•£· 

• KR. CUAXRHAHI , ... 
10 KR . COVNT8 1 Tb1t would b• our U!J!! .. t in •4dit1on to tb• 

11 flv•, th•t ••ch il •l•o •n ••c•ption to 1ll5el or 10001. 

11 KR . IVANS I In that a•••1 Kr. Chli~en, I •ov• tb1t we eacept 

ll IRIX'• petition for loaetion ••c•ption • 

14 KR. KASOM 1 second. 

IS KR. CHAIRHAHI WI haV8 a •otton and I IICODd. All in favor 

10 alpnUy by IIX1nq XII. (ALL ArrtRM,) All OpPOIId IIY 

17 no. (NOHI . I The •otton carri ... 

I I 

•• 
20 

21 

n 

lD 



• ITEMS XI, XII, XIII, XIV, XV 

2 

3 KR . COUNTS s Hr. Chair.on, tba next three walla that we will 

4 addr••• or• wall VP•23tO, VP•2343 and VP•2325. A;a1n, 

a theae valle vera prevlouoly par.ittad by AJQ ot tba11 

o epecific location• . lquitable 11 1t11l aeak1n; a 

7 tranefar of the operattn; rt;hte ae a raeult of 1t ' l 

• acquteition of the AJIR propartiea. Taatiaony will 

e indicate that the unite involved •• wall •• the ractpro• 

10 cal ora offeat location• within 2,640 feat of the 

, propoead vall location exception era laaead 100 percent 

12 to the Roarin; rork Portner• v1tb aquitabla 11 operator. 

13 Thue, the correlative ri;bta of the ad,acant partiaa ara 

• protected. A;ain, tba iaaua va would aubait to the Board 

15 11 whether waate would occur in the event theae location 

10 excaptlona are not approved. I a;a1n requeat 1Dcorpore• 

11 u on of the aue exhlbitl in the aue .. quence u 1D our 

11 prlor bearin;. 

18 KR. CJIAIRHAN s Okay . Thet•a approved. 

:x~ KR . comrrs s And would a;ain like to aak Hr. Lea Talbot, 

21 reDind Mr . Talbot that hl'l prevtoualy been evorn, and 

n bee alao praviouely provided taat1aony vttb re;ard to btl 

n eaploVDent end aek the Board if bie quallflcatlone at;bt 

:~ a;un be accepted in thie aotter •• an expert vttneu. 

~ KR. C11AlRHAN s tt 11 noted that they ora pravtoully accepted • 

• 



• 

• 

• 

I HR. COUIITII I Thank you, lir, 

2 

3 !.II TALDOT 

4 a wttn111 who, after bavinQ b11n prev1ou1ly 1worn, Wll 

a exaa1nld and tllt1f11d 11 follow• • 

a 

7 

• 
piRICT IIAHINATIDH 

• IT KR. COUIITSI 

10 Q. 

II 

12 "· ,, Q. 

14 

IS "· 
II Q. 

17 

I I "· ,, 
20 

21 

22 

2'l 

:• 

" Q. 

Hr . Talbot , do your re•pone1b111t111 1no1udl tb111 lan41 

and th1 •urroundinQ ana7 

Y1a, 11r. 

An4 aro you faa1111r with tho appl1olt1on• tor 1oo1t1on 

IXCIPtlODI to Willi VP-2340 , VP•2343 and VP•23257 

Yll, 11r , I aa. 

Voul4 you atoto tho roltot roqu11tod ua1nQ 1Xb1b1t c, tho 

coeburn f1ol4 oroa aap? 

Tho dtatancoa tor a well biQinninQ with 2340, prov1ou1 

nuaber 1095 , 11 2,550 fo1t froa IRIX well 133762, 

pr1v1oua nuabor 10925. ror w111 VP-2343 2,465 to1t troa 

lUX Will V1'•2325, PriVlOUI Duablr 10946 and it ' l aliO 

2,466 foot fro• IRII w111 33765, provtoua nuabar 10167. 

For IRIX Will VP•2325 , proVlOUI Duablr 10146, lt'l 2,465 

f11t froa lkll well 2343 , provtoua nuabor 10155. 

Hr . Tllbot, on tb1 locatiou for 11cb ot tb111 locat.ion 

36 



~ axcoption walla currently under perait to ANa and are you 

g aeeklng a tranafar of tho•• pe~it righta to lqUitable? 

3 A. Yaa, air. !bey•re axiat1ng pe~ita and preaently have e 

• pending atatua of tranafer. 

a Q. And have all intaraated partill been noticed aa required 

e by aection 4.8 of the Virginia Oaa and Oil Board a.oula• 

7 tiona? 

a A. Yl8 , air, tbay bava. Again, HI. Davia baa roceived 

o copiea of the certified aailinga of a cover letter dlted 

10 Harcb 6, 1992. 

u o. And doll tbe Roaring rork Partnerabip own 100 percent of 

12 tb• working intlrllt under all tbr11 location exception 

13 unitD? • 14 A. Yea, alr. 

10 Q. And doeo the Roaring rork Partnerahip own 100 percent of 

10 the working intereat within 2,640 feet or each propoeed 

17 111117 

11 A. Y11 , elr, they do . 

10 Q . Baaed on tb11e flctl ie it your prof111ionel opinion that 

20 tho correlative r1Qbtl of 11cb of the lfflcted part111 

21 will bo protectinG by the orantinQ of location exception• 

~ •• requeated here today? 

n A. Yoa, that•a correct . 

24 Q. Are the•• location exception• located on private tracta 

~ or on u.a . roreet service property7 

• 
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• 

I "· 
2 Q. 

3 

• 
a "· 
0 

7 Q. 

I 

0 

10 "· 
II Q. 

12 "· 
13 HR . 

1. 

1& 

1& KR . 

17 KR. 

II Q. 

10 

zo 
21 

27 

ll A. 

The 4rill lite 11 on in41vi4ual 1urface ownar1 . 

In your opinion are tho•• drill 1ita1 41otata4 bowavar 

by the anvironaantal lapact 1tataaant an4 by tba location 

of walla on u. a . rora1t service propertiaa? 

Y••· they are , in revar4 to total 111 ltat .. ent in revar4 

to axiltinv propoaa4 pipalina an4 acce110rie1 . 

Are tbe location of tbeaa tbraa walll lffacta4 by tbe 

a.nvironaantal lapaot 1t1taaent con4ucta4 wbicb an• 

coapaaae4 propoaa4 walls 2340, 232! an4 2343? 

Ya1, they era . 

When wa1 tho Ill iapleaente47 

A vain, 1 t wu iaplaaenta4 on rabru1ry 24th, 1911. 

COUNTI1 Kr . Cbainan, 1 nqu .. t tbat all taltlaonr froll 

tba prior haarinv concarninv the au ltu4y be 1Dcorpor1t• 

a4 into thia haarinv. 

CHAIRKAtl 1 Any objection? Okay. Without objection. 

COUNTS I Thank you, 1ir. 

(Hr . counta oontinuaa .) Hr . Talbot, b11 tba rora1t 

service raviava4 tba propoaa4 location• for vella 2340, 

232~ an4 2343 an4 1n41cata4 tbat 1ach location ia 

41ctatad by tbe 4avalopaent of tbe roreat service 

propertiea an4 the enviroa.antal lapact ltat .. antt 

Yea , air, tbay have. 

~ KR . COUNTS 1 Hr. Cbain11n, 1 voul4 ava1D req\l .. t tbat tba 1190 

25 anvironaental ....... ant notlca a.n4 tba 1911 4ac1e1on 
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• 

• 

DOtict 1aplutot1og t bl 1f88 III bl 1Dcorporttt4 intO tbl 

2 recorcs. 

3 tot. CIWIUWh okay. Without objection. 

• Q. (Kr , COUDtl CODtiDUII , ) Kr , Tllbot, il your profeii10Dil 

& optnloo thlt tbtll well location exception• ere required 

a 1D or4tr to aafaguar4 tha aovirolllltnt and eoc-"'te 

7 other atneral lotareatl and effective 1an4 aant;eaeot 

a practlcta7 

• A. Yaa, air, tbay ara. 

10 tot . COVN1'81 Kr. C'halraan, I hiVI DO further q\llltiODI Of Kr , 

II Talbot. 

'' tot . CHAnKMI Ally qutltlooa , atabera of the aoar4? 

U (VltDIII lt11141 1114e,) 

•• tot . CHAiaMAHI All right. Call your next Vltnlll . 

ts tot. COVNT81 Nut vitntll vUl ba Kr. Dah11o. I ru1od you 

•• that you ' ve prtvlouly biiD avoro, Kr . Dahltn. tcr. 

11 C'halrllao, I would allo Ukt to requeat Kr. Dahltn'• 

•• quallf1catlona aa an expert v1tn••• baaed on prior 

~ te1t1aooy be accepted 1D thil aatttr. 

::-.1 tot . CHUJDCAH: Oka J' . 

:t 

BOll DAHl. tN 

2l a vtto••• vbo, after having bean previouely avorn, vat 

~t uutned and t11t1Ued aa follOVI I 

:IS 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Hr . Dahlin, 11 the prillary reuon Why thue looauon 

exception• are beinq roquoatod by lqultable in order to 

prevent vaata and •axlalzo recovery of thoao roaourcaa? 

Yea, air . 

In the evant th111 location exception vella are not 

drilled, can you project tbe eatlaated loaa of ruarvea? 

Aqain, botvoon zoo and 500 •illion aubic foot per vall . 

Bbould all for.ationa fro• the aurface of the ground to 

tho total depth drilled by covered by any order iaaued by 

the Board? 

Yea, air. 

And would you indicate briefly for the Board What factora 

•Aile thlll loc:atlOD IXCIPtlODI niC:IIIIrY on a V.lll by 

vall boaia ualnq tho coeburn field area aap, lxhibit C? 

Avain, pr1•ar11y the topoqnphic conddlratlona , a.xlattnq 

pipalinaa , and vatar run-off potential daaaqo. 7baae 

vella are all located on aurfac:a atructural blqhe in 

relatively flat area ao •• to be located not on eteap 

llOpll . 

In your profallionll opinion are there ony other feaeible 

l oc:ationa vblc:h v111 allow tboao valle to bo drilled 

Without raqu1r1nv a location exception? 



• No, there are not. 

t Q . In your opinion will the ;renting of th11e looetion 

3 exceptionl he in the h11t 1ntere1t of prevention of 

• weJte, protecting correlative righta, and aax~i&ing the 

s recovery of gu re11rv•• underlying well• u•o, 232!1, and 

1 23U7 

7 A. Til, 11r . 

1 KR. COUNT8 1 Kr . Cblinan, I have no further queattona of thia 

t Wltn .. l . 

to tea . CHAIIUCAH1 Any qu11t1on1, ••uera of the Board? 

11 tea. 1' \aOM I Vlth r11pect to 23•0, I 111ua1 -- 1a thll aap 

tl oriented north, 111t, lOUth, Wilt to the 1quere of it? 

tl KR. DAHLIN I APPrO~Itlly. You'll notice the •• • ,. KR. KAaON• okey. Vell, with re1pect to thia well, why 

t5 couldn't that well 3uat hi aoved aouth and a little bit 

11 weat to avoid thtt reatrvt? 

t7 KR. DAHLIN! I don ' t htUIYI I UDdlratand your qu .. tion, 

11 aouth and nat to evoid --

'' KR. KA.SCN I Vtll, II I UDdtratand lt, tbl only atatl Wide 

~ wpaclng probleaa 11 with rtiPICt to va-262, 11 that 

:tt correct? 

22 KR. DAHLIN: Yll, tlr. 

Zl Kl . KASOH I Vhy can ' t thlt Will bl IOVId lOUth •• lfbat would 

l • 1t take, uo feet? 

zs KR . DAHLJN1 Again , it'• pr1Jiar1ly • topoqrapbio couidlra-

• 
u 
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• 

• 

tiona . It'• a littla bard to ate, but tbe 400 topo on 

2 the far vall indiaatea tbat tbat well 1a on a atructural 

3 raature. AnY •ova aouth will atart to put you ovar the 

• rid;• top and atart you doWn tbt alopaa and again, the 

s 4ratnave vlll all contribute to tbt -- evatn, tbt 

e datrl•ant of tbt vatar r .. ourct 1n tbt area. It'• 

7 prt.arilY a topo;rapblc cona14erat1on. 

1 KR. HASONr Tbt raaaon I vaa aakinv thla la both thia vall and 

a Vl•260 are not 1n ltate foreat land and 1t would ,, .. 

10 that it wouldn't be too bard to •ovt thoae tvo walla to 

11 Qlt the• out of thla co•pllx. And than aalUnv your 

tz attantlon avatn to Vl-60, vby that one couldn't ba •ovad 

u vaat, tbara avaln you could •ove it vaat vlthout an• 

14 croachlng on Park lervlce property. 

IS KR. DAHJ.Dir It could ba •oved v .. t. That partlc:ular location 

11 ia 1n a hollow. It'a not on a ridge top, hut 1t 1a -- if 

11 you can nottce bow tlght tba contouring vata directlY 

11 vaat of tba dot tbara on 260, you would be on ••tre•ely 

1t at"P topography at potnt. AllY other aurfaca 41nurbance 

:1!0 t.n tbara wa would faal -- that would contribute cUrectly 

tt to tba aonttorlng atatlon on Quartar Branch wblch la 

:2 U.adiataly luat into tbt aurfact . 

n KR. HASnNr .Ul the roraat aarvlce . 

:a KR. COUNTS & .Ul tha .. walla, Hr. Haton, are locatad lD an 

~ attaapt to ba conalatent vlth tbt roraat 1arv1ce vlth 

u 



• 

• 

• 

I 

R 

regard to their aonltoring .cauona Where they era 

aonitoring the quality of water Which il going into the 

3 vaa grubber , aubeaquently into the olancb Where there il 

• the potential iapaot upon the endangered epaoiaa 1Dclu4-

e ing tba white water aoocaain . 

G HR. HASOIII 110 what you're eayinq 11 if YOU aOVI thlll iDto 

1 ate1p1r terrain it would have a biqbar potential tor 

1 eroaion related problaaa beoauaa of the topography? 

o HR. COUIITII 1 That il correct, 

10 HR . DAHLI111 Yal , lir. Thera il only one other feature that I 

n would point out . In that area it would ba in the canter 

12 of tha three locationa. Thera•• one other ridge top. 

12 That'• tba only other 1urfaca location that•• available 

IS 

10 

to u1 to not daaave the eurfaca. And curr1ntly, 11 

aapped, we would feel that that would have 1 very high 

r11k to ba drilled 1110. It would preclude the 4rill1Dg 

11 of each of tbaaa three looationl. 

11 KR . KA.aoll t And you thlnk that would ba a waatlful u1a or 

10 th1a area? 

:0 HI\, DAIII.IN I Ablolutaly, 

21 HR. MAllON • Any other quaationat 

n IWitnall atanda eaida . l 

~ HR . Hco&.ont&.IN t Hr. counta, you oan direct thil to one of the 

:• three. In previou1 haarlnQI wa•va beard how the tapaot 

" on the env1ronaent 11 a1nu1culad wltb thil 4rill1nq and 
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1 WI biVI b .. D 1J1 11tUat10DI dlrl tbl topOgrapby bu beiD 

2 •te1p1r and a bit aore ••v•r• than tbi•· An4 oow you•re 

3 IIYlDO that Walt a alDUtl, WI Will 1-.PICt tbl IDVltOO.IDt 

4 if we 4o it there and if WI 4on•t 4o it tfbere we•ra 

a ull1no. I ••• a 4ollble •tancler4 tbere. 

7 

• 
0 

10 

, 
12 

1J 
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I Kl , COUNTSI Vall , let •• IUOOIIt, if I aay, Kr , KcOlotblitl, 

tb1t Urlt off the oU and ou operator il tb.e Urat 

p1rty tb1t waot• to trv to aax1a1z• tba racovarv tfb1cb 

••an• to try to atte•pt to be cona11teot w1tb tbe w111 

IPIC1no pattlml II c11otete4 !IV tbe State , So tbe 

operator ba• a 110U1f1cant concern and eacb tt.e ooe of 

tbale well• ba• to !Ia 4r111e4 clour that tfbat uutino 

•tatew14e noulatton• are, tbe potential for t.pacting 

tbe n1erve• 11 •tonlflcant and tblt 11 extrully 

detr1aentll to tbe operator. aecon41y, we 4o !lelieva 

thlt tbue operation• are conducted iD ao env1ronaantelly 

ufe end aound a11111er. Jlowner, tfbat we've atteapted to 

do bare -- aoato , t beae location• are approv1d locat10DI 

11 of r1obt now. 'l'bey have been previoully apprond. 

Vhlt ve ara atteapt1ng to do 11 to drill tb111 location• 

con111t1nt w1tb tbe envirooaental iapaot atat1a1nt. ADd 

even though they are located oo private 1urface, tbey are 

nonetbllua eutntlaUy 41ctated 11 a reiUlt of tbl fact 

that tb la 11 tot1llJ' 1urroundl~ by roreat lervica 

property end 11 you can taU froa the aap at axll1!11t A 1t 



• I il ba11oallY in the ai4dle of tbe envtrona~ntol iapact 

a 1tudy 1r11. ao th1ro w•ro 1 nWiber oe coDI141rlt1ou• 

3 taken into place. Da•1oally, it w11 not • qu11t1on of 

4 tho eaot that the environalnt would bo herald, but it Wll 

e 1 qu11tion of trying to ain1ai11 tbt potential environ-

o aental iapact. And th111 location• eccording to tbt IU 

7 and 1ccording to tho atato blltd upon prior re;ulationa 

a wero location• Which would ainiaizo the iapaot upon tbt 

o anvironaent, be coDiilttnt with the offortl of tbo roro1t 

10 service in t1r111 of v11ual iapaotl, 111 tbe other are11 

11 wo •ve gone through, in addition to e1ch of th11e 1treu1 

12 i• flowing toward the ;ue1t iD a wo1t to o11t aiDDir ID4 

13 ovary att .. pt i1 being aade to coaply with tbl roreet • " service 10 that thlll aonitor1Dg 1t1tion1 aro not 

15 iapactld what1oover and that thor continuo to aonitor the 

10 potential iapact upon the ondaag•r•d and threatened 

11 1pooi11 with tho ainiaal iapact •• po11Sblo 11 renlt of 

11 oil and v•• operation• . 

10 KR. KcOI.O'flfLINs would the for11ter with Joffenon National 

20 ror11t have any input into the location of th11e wel11? 

21 KR . COUliTII s The rorelt 111rvice would have no jurildiction 

n with regard to being ablo to require that the11 welll be 

~ located here . They oro c:onliltent wlth tho onvironaantll 

2~ lapact otat11ont, but tho roro1t llorv1ct could not 

25 require -- thly can 11k, ther can 1ugg11t, but tber 

• 



• 

• 

• 

cannot raquira . Tbay don't bava that ~ur114iction. 

a MR. HcO~~INI I'll aak tbat. waa tbara a au~vaat1on on 

a their part? 

• HR . COUI1TII 1 .1\ccordinv to tha ror .. t aarvica and aoc:or41DV to 

a tba oonvanatlon wa bad with Hr. Holntvra y .. t.ar4ay tbaaa 

e location• wara oonailtaat with tha aav1ronaantal iapac:t 

1 atata•ent and ware 4iotatad by tho u.s . roraat aarvica 

o location• on tba u.a. roraat aarvic:a propertiea. 

o MR . HcOLOTHLltl l waa there any auvv .. uoa fro. the roraat 

10 Dopartaant •• any of tbair peraonaal •• to the location 

11 of the .. we1117 

12 MR. COUIITII I llo, air, thara waa not. Not that I u aware of . 

13 KR . HcOLoniLIII I Okay, Tbank you • 

14 HR. COUIITS I I don't baliava they would heva been involved in 

r5 thh pro c .. a . 

ro HR . OI.IIIRHAJI1 Other qu .. ttoaa? 

11 HR . COUIITSI I would 11ka to requaat to tba Doerd that tba 

re location axcapt1ona for VP-2340, VP-2325 and VP-2343 ba 

ro approved with raapact to tba traaefar of tha ax1atin~ 

~ por.lt t o tha tranafar to lquitabla Raaourcaa. 

ar HR . EV~I81 Hr. Cba1raan, I •aka a aot1on that we accept 

n IRBX' a patltlon for parait tranafar and for tba location 

n axcept1ona for thaaa three walla . 

a• KR . CIIAlRKAN1 A aotion to approve. 

25 KR . KA80l1 1 l!ac:ond • 



• 

• 

• 

1 KR. CHAIRHANt eecon4. All in favor e1qn1fy by eay1nq x••· 

2 !SOKI AFFIRM.) Oppoll4 IIY no. !ONI DINIIS,) ~~ 

l aotion oarri••· 

• Ka COIJ)ITS t Tb.eok you, Hr. Cbl1nen ao4 aeaban of tb1 aoarcS. 

s Ka. rvLHIR• ror tbe purpo•• of olar1ty on th1e, in thl future 

1 epp11oatioo• froa IRIX for trao1f1rrin; tbl well I didn't 

7 bear a1 pert of 23•5 ani! it aay have, and excu1e •• 1f 

a they have , but there wae an exception a1k1d for froa 

e tonn 
10 KR. COIJ)I"fS I Yll, eir. 

" Nil . rtn.KJar AD you're aakin; for an exception froa 10925? 

u Vbat I'a tryto; to vet at, Hr. Cbalnan, th .. l are 

u axiltlo; welll out tbere tbat tbey bave not yet filed for .. uanafer of ani! I want to aake eure that the lloar4 ttbiD 

IS 1t 4oal approve th111 PltitiODI aliO apprOVI tbOII •• 

11 can a.l•o be tranlfer.re4 without bav1o; to coae back to 

u the aoercS. 

11 KR. CHUIMAih Okey. Tbll 11 docket ouaber VOOB•U/03/17•0203 

•t tbat•• b1ln9 d11CUIIId for tbe record. 

2ll KR. c:otnn'S : Mr. Cbatraan, Wltb riiPICt to tbl teltlaOD)' OD 

~ tbe locetloo exceptlona for VP•23•s, it wa1 requeate4 to 

2:1 be an exc:.ptlo.a fr011 ex1et1nv well toooe, froa propolld 

;o well nu taaedlately to the eaet, and froa tb1 well 

1• Wbleb Mr . rulaer refer• to, 10827 located to the north• 

25 Melt • 



I. 
I 

• 

• 

t'nM It 

2 

' KR . CHAtRKMII The next ita• on tba 191nd1 11 a petition for 

4 tha aatablla~ent of a eoapulaory pooled 4rill1n9 unit 

a fro• OXY, USA, tno. for a CDH V-34 , docket nWibar vooa-
o 92/03/1?•0191 . I would aak that any partial that wlah to 

1 addraaa the Board 1n tbla •attar to co•• forward, 

a plaaaa . 

o KR. SWART&! Kr. Chalraan, Hark awartc and Howard 8al1abury 

10 appearing on bob aU of OXY, U8A. 

" KR. CIIAlltHAih Are than ony othara Who wllb to addrau the 

12 Board on docket nwaber 0191? 

,, K8 . CLI!VIIIOIII I Well , I wont to a44reaa the Board, but t don't 

14 know what docket I'• on . 

•s KR. CIIAlltHAlh Okay. Maybe WI can try to help you hera . 

1G MS. CLilVIIIOER I Okay. 

11 KR. WI1tTH 1 Kr . Cbalraan , I ' ve looked at tba aap and aha ' • on 

'' Route GZ4 Wb1eb 11 vary raaota fro• tba un1ta that are 

10 ootno to be talked about all day today. But aha baa a 

:o qenual atate•ent aa to the oU, 1111 and coal la What aba 

21 wanted t o •aka to the Board. 

22 KR . CIIAIIIHAIII Ha'U, ao that WI don't 81aa •• 8ayba you WOUld 

n wont to co•• up to tba tabla and aa WI qat into tbla 

2~ tea t 1•ony -- ao you can bare co•• on up to tba tabla. At 

25 hut you can bear batter what' 1 qotno on • 

•• 



• Hll, CLIVIIIOIRI Okay. 

2 HJl, CJIAIRHAfll Do you have 'uat • vanaral atatuant tbat you 

3 want to aaka? 

' Hll. CLIVIIIOIRI Yaa , I want to aaka a olala tbat I own tbl 

& ooal and tha VII and tba o1l on 024 . 'l'bat' 1 RoWe 

o Hountaln. And thay•va bean taarinv avarytb1nv I'Ve vot 

7 up and I juat want 1t atoppad. I can't vat nothing out 

1 of notblnv and thay•ra wantinv to oa.a in and dr111 --

• ParHao 11 . Now, I don't kllow U you all c:oDDactad, but 

10 I QUill IODI of you era With PirKle. 

11 Hll. IIVAJI'l'Z I No, 

12 Kll . CLIVlNOIRI ADd thay era drilling at a)' nalgbbora bOUIII 

I ) and they add that -- I got it fro• a lawyer that they 

• •• WIDt to drill on •Y property. But I want to tbaa and 

15 tbey llid they didn't •• Wlln 1 t GOing to do anytbio; on ,. ay property. But tbay dr11lad a wall and tbav found 

17 aeveral aeUI of coal 'uat going down too feat . 

' ' HR. OIAIRHAfl l I n11d to vet vour nua , aa•u ·- your full 

ID Dill, 

20 HR . CLIVINOIR 1 Vall , could I ahow tba papar7 

~~ HR. OIAIRHAfl r could I ;at your nua, phlll? 

2:1 H5 . CLIVliiQIR l Nancy clavin;ar. 

2J KR . OIAUUIAII r , ... vou aay . You ••Y a how ua tba paper . 

2' Kll . CLIVliiOIRl 1 never did do tbil blfora. I don' t kllow 

M anything about it • 

• 
•• 
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• 

• 

1 KJI , CIIAIIUWII We ' ll try to help you, Tbl only tbing WI Call 

2 dtacuaa today, •a•aa, are the caaaa that are on the 

3 agenda . If tbare ia any of your property that 11 

4 involved in any of the oa••• today and we oan detaratna 

e that, we'll certainly try to 1alt1 aura we Uataa to you. 

e Otberwua, we really can' t bear tbe oa11 that•a outaida 

1 the Doard' a agenda today , 

1 HS. CLIVINOIRI 8oaaona lUit gave II I paper ID.d it laid 1f 

o anybody wanted to •alte a clata that tbey owned it to eoae 

10 up bare today and tbat•a the reaaon I e .. a by. 

11 KR. CIWIUWh Okay. That' a for the 01111 tbat are involved 

12 on tba Doard•a agenda, Now, I'• aura that •• you 111tan 

13 to the t11t1•ony 1f you bear anything that involve• your 

I . property -- fro• what I'• bearing it appaara that it 

doean•t involve your property. aut if it doaa than we'll 

10 llaten to wbat you have to aay . 

17 HS. CLZVINGIRI Vall, eho I would like to Ilk all of you, 

11 before you 11n1 coal, gaa or anything aren't you accord• 

10 lng to the code of V1rglnla get your conaant in writing 

20 when t hey 11na under you or gat gat or anytbing froa 

21 under you? 

n KR. C11AliUIAN 1 Ka' u, lt dapendl on your lea11a and -- I ••an, 

~ thoaa are thlnva that are beyond our lurladlot1on, but 

:• 1t would depend on what your laaaa r1gbta ware and tba 

~ laaaa rlvbta of tba coapantaa involved. aut I would 

so 



• 

• 

• 

think tbat courtaay would d1otata that you would ba 

contacted. 

3 MS. CLIVlHaiRI Vall, nobody baa -- navar. 

• KR. CKAtlUCAH I Yw'ra walcoaa to lit up bera Wbara you can 

a baar batter and liatan to Wbat•a votnv on. 

I MS. CUVIJIGIRI Okay, 

1 KR. OIAilHMI Kr. awarta. 

e KR. IIVUTI • orant McQUire Who repraaantl Aabland aakad •• to 

• 
10 

II 

l l 

ll 

10 

IS 

16 

17 

t.l 

•• 
2!1 

-- and 1 think ba aant tba Board a latter to tbia affect, 

but aakad •• to tall you tbat ha will not ba appaarinv 1n 

paraon today. No ona will be appearing on babllf of 

.Uhland with regard to tb1a particular unit . ADd ha baa 

raqueated tbat tbe Board conaider tba written objection 

Wblch be filed Wb1cb tbe Board, 1 think, will notice ia 

.ucb eborter than tbe on11 wa•ra uaa to a111ng and be 

aakld ae to convey tboaa two tbinva. ona, tbat tbay will 

not be here and they ara ataply raly1nv on tbe written 

oblectton and written papera tbay bava fUad and 1 u 

talltav you tb.at ae I &Qrlld. The Urat vitn111 1 would 

11ka to call la llaa Gordon. 

1t Cl.&UI (lllflara WltDall . ) 

ll 

IAHUIL IDW.UD GORDON, Il 

:• a vttnua Who, after bavinv bean duly ~m, waa uu1nad and 

8 taat1f1ad •• follow. ! 
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:1 

p1UC'1' llW41NATJOH 

• BY KR. IVARTll 

II Q. 

0 A. 

7 Q. 

I A. 

• Q • 

10 A. 

II Q. 

12 A. 

13 Q. 

,. 
IS 

10 

17 A. 

,, Q. 

,, 
20 

21 A. 

22 Q. 

23 

z• A. 

25 Q. 

would you 1tate your n .. e for the record, plaa11? 

a .. ull ldward Gordon, 11. 

Where do you Uvef 

Tazewell, Virginia. 

llbo do you vork for? 

% vork for on, uv., Incorporated. 

And do you heve a title with OKY? 

Regulatory lfhira coordinator. 

Do your dutiel •• regulatory affalrl coordinator inoludl 

the preparation of poolinG applioatlou and daaling with 

the paper work nece11ery tO pre1ent pooling applicatiODI 

to thil Board? 

lt doel. 

Old you participate in the preparation of the notice of 

hearing, the appUcetlon aod the exh1hita wbic:h pertein 

to unit B·l4 that we ' re telkinG about nov? 

I dld . 

wee a notlce of hearing prepared aod aatled ae required 

by tbe code? 

It wa1. 

tlave you rued a proof or aaUing -- tvo copiel of the 



2 A. 

3 Q. 

• A. 

5 Q. 

6 

7 A. 

8 Q. 

9 

10 A. 

, Q. 

12 A. 

13 Q. • 14 

15 A. 

16 

17 Q. 

18 A. 

19 Q. 

20 

21 A. 

22 Q. 

23 

24 A. 

25 Q. 

• 

proof of aaUing with this Board? 

Yea, I have. It vu fUed vith Kr. FU.laer•a office. 

And vu that identified u lbcbthit n 

It vu . 

u the only reapon4ent in this application Aahlend 

Exploration? 

'l'hat 18 correct. 

Did you cauae a notice of publicatJ.on to be fUed With 

regard to this unJ.t? 

'faa, I dJ.d, vith the VirgiDJ.a KountaiDeer. 

And on what date vu that published? 

Pebruary 27th. 

ADd have you fUed two copies of the certificate of 

publicatJ.on vith this Board? 

Yes, I dJ.d. Again, I sent it to Mr. l"Ulllar'a office on 

Karch Jrd. 

ADd that would have been JU.rt.ed aa Exhibit E? 

That is correct. 

With revard to this - soae qeneral questions With regard 

to OX'f. OSA, is OX'f a Delaware corporation? 

It 1a . 

Is OXT authorized, to your tnovledve, to do bua1Desa in 

the Commonwealth of Virg1DJ.a? 

It is . 

Has OXT registered vith the Departaent of Kines, MiDerala 
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• 1 

2 

3 A. 

• Q • 

5 

6 A. 

7 Q. 

8 

9 A. 

10 Q. 

11 

12 

13 A. • ,. 
t5 Q. 

t6 

17 A. 

t8 

19 Q. 

20 

2t 

22 A. 

Zl Q. 

2• 

25 

• 

and B:nerqy and does it bave a blanket bond on file with 

regard to 1t • a oU and gu operation.a? 

It does. 

Do you v1ab to c:l1n1sa any respondents or add any 

re.apondanta to the application that we bave fUed? 

Not to th1a application, no. 

And bave you listed -- 1s the 11at of respondents set 

forth 1D Bxbihit B accurate? 

., •• • 1t is. 

What 1a on• a 1Dterest 1D tb18 unit that cauaea 1t to be 

a clai.llant 1D your judgeaant and g1vea 1t atand.ing to 

aake aPPlication? 

on currently baa 100 percent of the coal cnmerahip under 

laue . we have 10 percent of the oll and gas and -

When you say oU and gas, 1B that coalbed aetbane 

apec1Ucally? 

That • s coalbed aethane. And then we bave all the oU and 

gas except for 33.7 percent. 

I have aarted and blown up a little b1t the plat aap that 

1a on Ule V1 th the application and you • 11 notice I have 

b1Qhl1Qhted a portion of 1t 1n yellow, do you aee that? 

Yea, sir. 

Ia th1a the tract that Ashland baa a lease on that baa 

caused you to notice thea and aake tho a respondent to 

this forced pooling application? 

'I 
_______ I 



• 1 

2 

3 

• 
5 

6 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

2J 

2' 

25 

• 

A. 

Q. 

A • 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

That ia correct. 

s .. entially it • a a tract on the northern northeut corne.r 

of the eo acre unit, correct? 

That is correct. 

With regard to this t.ract that we • ve colored, can you 

tell me whether or not axr has a lease covering coalbad 

aethane on that very tract? 

we do bave a coalbed methane laue UDder that tract. 

And that lease is froa the Alpha Stlc:kley be1r8? 

That 18 correct. 

Does Ashland also have a lease fr011 the sue Alpha 

Stickley heirs wi th regard to the sue tract? 

They do and it covers the oU and qas. 

so the difference la you have one from thea for the 

coalbed aethane specific and Ashland baa one for the oU 

and vas? 

That is correct. 

With the exception of this one tract where there are 

conflicting leuea -- at least 1D Aahland'a view -- does 

on have coalbed methane leases from the rest of the 

folks whether they be coal or oil and qaa owners? 

That i s correct . 

With regard to the question of wbat lease teras would be 

appropriate to be included in any order that a1ght ·~e 

entered by this Board I would ask you whether or not you 



• 

• 

• 

2 

3 

4 

5 A. 

6 Q. 

7 

8 A. 

9 

10 Q. 

11 

12 

t3 A • 

14 Q. 

15 A. 

15 

17 Q . 

111 

19 

20 

21 

22 A. 

23 Q . 

24 A . 

25 Q . 

are faailiar with an4 have, 1D fact, participated 1D 

negot1at1cna en behalf of orr to laue both coalbed 

aethana gu rtghta and cca.lbect aathl.lla and ccmventional 

gu righta? 

I aa faa111ar with the teraa that we do cffar. 

And what teraa ctcea an' offer with regard to coalbed 

aathane leuea in teras of a bcnua7 

We're offering S1 per acre bcDU8 with a cne-eighth 

royalty for a five year tera. 

And 1n the event that the person you•re dealing with hu 

beth coa.lbed aethane claiaa an4 oil and vas i.Dtereat, 

what would the bonus be? 

Ve have offered up to •5. 
And what would the royalty be? 

It would still be a cue-eighth royalty and a five year 

ten. 

And 1n the event that the Beard should enter an order of 

farced pcoling this unit would you reco-end that the 

Board 1ncorpcrate those lease teras u you have juat 

recited thea into any orcter with regard to election 

r1Qbta? 

Yea, I would. 

Is this an eo acre unit? 

Yea, it 18 . 

And 1a it a unit that has been established by a field 
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-- ----------------

2 A. 

3 Q. 

• 
5 A. 

6 Q. 

7 

8 

9 A. 

10 Q. 

11 A. 

12 Q. 

13 A • 

1~ Q . 

15 A. 

16 

• 
rule order? 

Yes, it bu. 'l'be or1qinal Oabrood field order. 

What is the ta.rvet se811 of the 4evelopaant on V-2f, Kr. 

Gordon? 

It would be th.e Pocahontu 3 seaa. 

And what are the other seaaa or what are the totality of 

seaDa that are sou;bt to be forced pooled by this 

application? 

It wUl be all seaJU below the 'l'Uler ae811 . 

And what is the proposed depth of tb1JI wall? 

2 , 050 feet. 

And was a DVB prepared with re;ard to thia well? 

Yes, it was . 

And who prepared that? 

I prepared this 1.D conjunction with Hr. VanGolan. 

(Witness stands aside.) 

11 KR. SWART% : I'd lUte to call Glen VanGolen . 

18 CLBRJC: (SWears witness.) 

19 

20 GLBN VANGOLEN 

21 a witness who , after bavi.D; bean duly sworn, vas ex••tned and 

22 testified as follows : 

23 

2• 

25 

DIRBCT DAKI'HA'l'ION 
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• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

111 

19 

20 

21 

22 

23 

2.& 

25 

• 

BY MR . SWAJl'I'Z : 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

state your naae . 

Glen VanGolen . 

Where do you live? 

In Tazewell, V1rg1nia. 

Who do you work for? 

OU, USA. 

And wh.at 1a your title? 

Project aanager for the coalbed aethane project. 

Would it be fair to say that you in venera! have overall. 

supervision with regard to the entire project? 

Yes . Tbat•a true. 

Blchibit c to th.ia application 1a a detai.led well eat1-

aate. Do you have it before you? 

Yea , I do. 

Did you prepare this or participate in prepari.nq tb1a? 

Yea, I did . 

And when was it prepared. 

February 13th, 1992. 

so w1tb1n 90 days of today , right? 

Yea , that's right . 

And the proposed total depth of thia well aa ahcnm on the 

DWE 1a what? 

2,0!0 feet. 

And what is the total projected coat of th1a well? 
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1 A. 

2 Q. 

3 A. 

4 Q. 

5 A. 

6 Q. 

7 

8 

9 

10 A. 

n Q. 

12 

13 

14 

15 

16 

17 A. 

18 Q. 

19 

20 

21 

22 A. 

23 

un ,383. 

Does that include frack1D;? 

Yea, it does. 

ooea it include aore than ODe !rack? 

Yea. It include a three att..ulationa. 

--- ----- -----, - ---

Ia it your opinion that the 1247,383 aet forth Oil Rxbtbit 
. 

c represents the reasonable projected coat to drill and 

c.~plete the proposed well to a depth to prodnce froa the 

Pocahontas tl aeaa? 

Yea, it 1a. 

With regard to th1a wall and the proposed developed of 

unit V-lC, can you tell ae whether or not th1.8 wel.l v1l.l 

contribute 1f drilled and 1f poole.d, contrihute to the 

protection of correlati.ve rights of the cnmera of the 

aetbane Within and under thia unit and leaaen the 

llltel1bood of both physical waste and econcaic waate? 

Yea, it Will. 

Is the well that 1& propoaed by art, USA for th1a unit 1D 

your jud;eaent a reaaonable aethod to develop the 

coaThed aethane on an econoa1c baaia within and under 

this unit? 

Yea, it 1a . 

(Wit.Deaa atanda aaide.) 

24 MR. SWARTZ: Okay. I • d lUte to call steve BreecUnv for ODe 

25 minute . 
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1 c:t.nc: (&wears w1tnua.) 

2 

3 S'1'BVER G. BRDDDIG 

• a vitneaa who , afeer having been duly svom, wu exa1ned and 

s euUUed u follow•: 

6 

7 

a 

9 BY MR . S!lAJlT; : 

10 Q. 

11 A. 

12 Q. 

13 A. ,. Q. 

15 A. 

16 Q. 

17 A. 

18 Q. 

19 

20 

21 

22 A. 

23 Q. 

2• 

25 

could you aeate your full oaae for u.a'l 

Steven G. Breed1Dg. 

ADd where do you live? 

171 aueton street, Ahin;doo, Virq1Dia. 

Who do you work for? 

I • • uployed by Island creek coal co.pany. 

ADd what 1s your UUe? 

HY e1tle 1a coalhed •ethane coordiDaeor. 

I usUIIe that you are aware of the fact that the V1.rV1n1a 

Code addresses queaUona of conaeot by coal ovoera, 

lessees, operators before coal aeaaa can he atiaulated. 

Are you fu111ar with that requ1ruent? 

Yea, I aa. 

I would ask you whether or not you have authority to 

consent to the st1aulat1oo of the coal aeaas penetrated 

by and below the Tiller aeaa? 

10 
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• 

• 

A. 

2 Q. 

3 

• A • 

5 Q. 

8 

7 

a 

9 A. 

tO 

11 

Yel . 

By the proposed well on Wlit V-34 on behal.f of Island 

creek coal? 

Yea , I do. 

And can you state to the Board whether or not Island 

creek does or doe• not consent to the stimllation 

propo~ed and related to the drillino of the well. on UD.it 

V-34? 

Yea, Island creek does or ant couent to stiiiUlate on 

V-34. 

(Witness stands aside . ) 

12 MR. SWAR'n : 'l'hat•s all I have. I would ask, if there are no 

13 questions, that the Board approve our petition as fUed • 

' " MR. OUURKAN: Any questions, aeabera of the Board? 

ts MR. McGLOTHLIN: Hr. swartz, with Hr . Breedino stipulatino the 

t6 consent, are you ooin; to follow that \lP with a letter 

t7 from the president as we did with the previoua stipUla-

te Uona? 

t9 Hll . SWARTZ : I wasn't plannino on it, but if you would want 

~ one more piece of paper -- I mean, I'a hopeful that 

2t this -- 1f you want ae to do it I wUl, but I was not 

22 planning on doin; it . 

23 MR . HASON : Hr . Chairman, 11ay I? 

2.& HR . OIAIRKAN: Hr . Kaaon. 

25 MR. HASON : Kevin, I understand your concern. But I think the 



• 

• 

• 

- -------------------------------

1 Board received a letter froa soae UDlmown per~~cm and we 

2 needed aoaa - we cUdn • t know who they wen or wbat 

3 authority they had. I bal.iava th1a witnaaa has - we 

4 c:erta1nly can taka soae notice of the fact that he hu 

s appeared hare on behalf of Island creek a nuabar of t'•ea 

e and ce.-ta1nly appears to be sufficient for the authority 

7 to consent . If not, ao•aone would surely -

a KR. McGLOTHLIN: I • 11 yield to Kr . Muon. 

9 MR . KASCH: And I thinlt that franltly his personal agnaaent to 

10 the st1Jiulat1on probably would ba aore satt.factory than 

11 some of the written ones . 

12 KR . SWARTZ : 'l'hanlt you. 

13 KR. CBAillHIUI : other questions? Vhat' s your pleasure? 

14 KR. MASON: Hay I ask? 

15 KR . CBAillHIUI : Kr. Mason. 

18 KR. MASON: I was not1c1.n;, Kr. swart:, Exhibit G to your 

17 application which is aacrow recoaaandation. Xa th1a not 

1a a new c1ocwaant? 

19 HR . SWARTZ : Ob , I'a not sura that it is . It's been e while 

20 since we ' ve been before you wi th a tracUtional -

21 KR . MASON : Maybe that was one that you aay have uaed -- I 

~ don ' t r e call aeein; tbia before. I aay not have been 

23 bare . And I waa wonderi.n; for ay edification 1f you 

2• m1Qbt briefly have one of your people explain. 

25 KR . SWARTZ : su Gordon would ba the peraon that would -- I 
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would.n • t want to take a whaclt at that. 

2 KR. GORDON: Mr. Mason, we have at.ply tried to show 1n th1.8 

3 BXhibit G the royalty cl•'•anu. ve•ve aet ont thoae 

4 cla1.D1Dg coal and those cla1•1Dg the oU and gu and 

5 we • ve shown thu to be the royalty clauanta. ftue are 

a the part1ea that we have - they basically have 19.91 

7 percent of the royalty. 

8 KR. MASON: Okay. That's what I wu t.ry1ng to pt -- so 

9 you • re say1ng they have esaent1a1ly a c.lai.D to 19.91 of 

to the one-eighth? 

11 KR. GORDON: Yea. 

12 KR. MASON: I see. But none of those are lease related 

13 royal t1ea. 'l'bey all would be -• 14 KR. GORDON: Tbey•re not to the coalbed aethane. !'bey•re not 

15 to the coalbed aethane. They are to the oU and qas and 

16 the coal. 

11 KR . KASCH : I understand that. But they're not -- 1n other 

11 words, wben you say royalty tbia is a landowner• s 

19 royalty, not any reserve royalties or anyth1ng that would 

~ encuaber this lease? 

21 KR. GORDON: (Sbaltes bead 1D aff1raative response.) 

22 KR . MASON: That 'a wbat I was trying to be aure of. And then 

23 the working interest cla1aanta would be the fact that au 

24 on that one tract and thia 33.10, ia that a percentage of 

25 tbe working interest? 

• 
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1 MR. CiORDON: That's correct. 

2 KR . HASOH : Whi ch would be the .. ven-eigh~ 1D th1.8 cue? 

3 MR. CiORDOH: Yu. 

• KR • SVARTZ : The probla with this exhibit and we have uaed 

5 thu sporadically -- I mow I sean it before and it • • 

6 pointed out by Hr . Gordon with the asterisks hare and the 

1 coaaant at t.he point that any pesstaaa:nt u to this 1.8 

8 subject to election rights. 

9 KR. MASON: I understand, whether they want to becoae a 

10 participat.ing operator or not. 

11 KR. SWARTZ : Right. 

12 KR. MASON: I understand that. I think 1t' s helpful to focua 

13 on exactly the extent of t.he conflicting clailu. And 

obvi oualy 1f there would be additional facton involved 

15 1f one of these people would Qat elected to take an 

16 interest u a participating operator. Thank you. 

17 KR . CHAIRMAN: Thank you. 

18 KR . WIRTH: could I clarify t.h1s for the Board? 

19 KR . CHAIRMAN: State your name , pleue. 

20 KR . WIRTH: Martin s. Wirth with on, USA as project land 

21 aanager . !Xhibit G 1n1tially started out u a plan for 

22 e s crowing for the Board. We developed a plan of escrow-

~ i ng with the Board because an eacrow agent waa be1ng 

24 tried to be developed. 

25 KR . CHAIRMAN: Right • 
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, KR. VIJl'l'B: Horaally the plan of ucrow u with the escrow 

2 aqen~. You will see BxhJh1~ G really bu1cally o.n the 

3 Ule af~er now on the new Board procedures. SixtY da78 

• af~er election we IIWI~ provide the 41spu~4 c:laia u4 

s tha~ 1 s really wha~ ExbSb1~ G u 1 have prov14e4 to the 

6 executive of ~he s~aff sixty daya after election -

1 vit.hi.D sixty daya. And at th.18 po11lt we were juat 

a show11lq you for the Board 1 a 11lforaat1on buically - th.18 

9 is wba~ your escrow agen~ wlll see, but you won 1 t have 

to the asterisks. we 1 11 bow whether 1t 1 s a wort.11lg 

n 11lterest or a royalty 11lterest. 

12 KJ\. HASaN: I think it 1 8 very helpful because 1~ focuses very 

13 clearly ou wbat the c:la1aants are and what portion they 

have and the effect of which ever way the cla1aa go. 

tS KR. SWARTZ: I think Marty'S po11lt 18 V8 ouQbt to eonaider 

16 that we have been for soae cona1derable period of tiae 

11 Ul11lo with the Board an 11ldication of who baa elected to 

t& what. That's lUnd of a clean up and that will obviouly 

t9 be what oets to the escrow aoent. This is helpful 1ll 

20 sense 1f it shows what is potentially 1ll play, but then 

21 ve file a subsequent docuent vb1cb --

22 KR. MASON: I understand. That's actually 1ll the fora of an 

~ affidavit. 

2• KR. SWARTZ: Right. It has been. correct. 

2S KR. MASON: Thank you . 
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HR. CBAIIDQN: Any other queJitioDS? If DOt, what 1 8 your 

2 pleasure? 

3 HR. BVANS: I aa.te a aotioD that we qraot arr•a petition for 

• a coapulaory pooled dr1ll1Dq. 

s HR. aiAillHAR: Motion to approve. 

6 KJl. BVMS: Alao Dotinq A.8hland's written objection. 

1 HR. KcGlD1'11LIR: second. 

e KR. CRAIJUQH: A aotion and a second. All 1D fevor s1qn1fy 

9 by aaYiDq yea. (ALL AFFillM. ) Opp()aed aax Do. (RmD.) 

10 The aotioD carries. 

11 

12 

13 

t 4 

tS 

16 

17 

18 

19 

20 

21 

22 

23 

2• 

25 
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2 

3 HR. CHAIRMAN: 'l'b.e next itu on the agenda 1s a petition for 

• the eatabUsbllent of a coQUlaory pooled drUUng unit 

5 frOID on, USA, Incorporated for a CBH V•35 and th1.8 1a 

a docket nuaber VGOB-92/03/17-0192. I would ask any 

1 par:iea that wish to address the Board in this aatte.r to 

8 COlle forward, please. 

9 HR. SWARTZ: Again, Hark A. swartz and Boward salisbury 

10 appearing for OXY. 

11 HR. CBA.I'BHJUf: Would you state your nua, please, air? 

12 HR. OSBORNE: Estel oaborne. 

13 HR. c:BAllUlAN: Would you state your Dalla, aa'u? 

14 HS . DAVIS: Jessie Davis . 

15 HR. CHAIRMAN: Do you have a stateaent you want to aake Hs. 

16 Davis? 

11 HS. DAVIS: Yes, sir. I just want to nua a change froa 

t8 Wilderness Tabernacle Baptist Church. It's Wilderness 

19 Tabernacle HoliDeaa Church . 

20 HR. CHAIJlKAN: Okay. 'l'bank you. Hr. Osborne. 

21 KR. OSBORNE : I 'II for the Roaie osborne property. And I would 

22 just lilte to find out bow many walla is vo1nv to be on 

23 that property and 1f there is vo1nv to be a vas line 

24 across it or whatever. 

45 HR. CHAIRMAN : Okay. Haybe we can diacover that u we liatan 
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1 to the teatiaony. 

2 MR. SllAJlTZ: Well, we can probably do it right now. 

3 MR. CH.URKAH: ouy. 

4 MR. SWARTZ: we• re talldnv about one well at th1a point. But 

s ill teras of flow ll.nea we're looJtillQ at V-35. Your 

a surface is down here, i.an't it or 1a it? 

1 MR. WIRTH: This 1a curt1.s' surface ill oU and vu. 

8 HR. OSBORNB : I adjoin hia. I adjoin curt1.a down hera. 

9 MR. W'Ill'I'H: Here's another surface. Here's Jewe11 surface. 

10 Bare • s Wildness owns a surface ill oU and vu over here. 

u HR. SWART%: Well, the well ill this unit -

12 Hll. WI:RTH: Is five feet fro~~ right hera, Kr. Osborne. I 

13 believe 1t is if I'm th1nkiDQ right • 

14 HR. SWARTZ: It's part of the Burt MCQUire, so it's QOt to be 

15 down here. As beat ve can fivure out the Rosie Oaborne 

16 tract is -- or the interest that we are force pooling 

11 bare and the reason ve sent out th1s notice is an 

18 undivided interest in the BUrt MCQUire, Marty, or 18 it? 

19 KR. WIRTH: I'm Marty B. Wirth for Ort, USA. 'l'be BUrt McQUire 

20 interest, they own coal only. we have a aeth81le laue 

21 from just the coal owner. Rosie Osborne OWll8 the oU and 

~ vas under that tract. 

23 KR. OSBORNE: Sbe owns under that on the --

24 MR . WIRTH : RJ.Qht. The RU.rt McQuire heirs only own coal and 

25 abe owns the vas under there -- the oil and va. rights to 
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1 

2 

it. Therefore, abe haa a claia to the aethane. !'here

fore in order to protect all interesu we're pooling all 

3 parties and that aoney w1ll be escrowed. 

' KR. SWARTZ: To anR&r which wu where 18 the well in relation 

5 to bar intere•t, her interest is down in the bottoa hal.f 

6 of the un.1t and the well, u you can see, 18 in the upper 

7 comer. 

8 KR. OSBORNE: All rtgbt. Is there going to be a line coae 

9 across the Davis property all the way across bar's? 

10 KR. SWARTZ: I really don't know. Do you know what the 

11 line --

12 KR. WillTB: Yes. That is the vary southern boundary of the 

13 Oakwood field we• re developing. All lines will be going 

14 

15 

16 

to the north, northeast, northwest or soaat.hing -- 460 

ruu pretty close down here. We will not be going south. 

we wUl be going up. so if you own the aurface down here 

11 we do not believe at this tille we • U be effecting your 

18 surface. If so we will contact you to let you know that. 

19 But I believe all the contacts have been aade. so it 

20 •ust be goin; north at this tae, but I'll have one of 

21 our eJUJ1neers cheek it out and get with you. 

22 KR . OSBORNE: Okay. What I was wanting to know, there • a a 

23 bunch of good Umber on there and we • re going to try to 

24 get it off before they go across there with the 11De. 

25 KR. WIRTH: I don • t believe our lines will cross you. our 
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3 

access road is shown here. Wbat surface wlll be deserve 

will be coai.ng across the BUrt HCQuire and Alpha StJ.c:Jtley 

hairs which u north of your tract quite a 41.atanee. Xt 

looka like it 1.8 approx.iaately - depending on Where your 

s line is here, Hr . Osborne, it's a 41.atance ava7 - it 

e looka lUte rou;h17 at scale it would probably be 700. 750 

1 feet away because tb1s circle repreaenta 750 feet and 1t 

8 just barely gats over on curtt.a • s property. "l'herefore. 

9 all the tUber that aay be disturbed wlll be iD tb.1a area 

tO ri;ht . 

u KR. OSBORN'! : We're on the north side of curtis DaVia. 

t2 KR. CIAIRHAN: Hr. Wirth. can you get with hiJI or have aoae 

t3 of your folt.s get with Hr. Osborne after the hear1Jlg and 

show hu what your plans are? 

1S KR. WXRTB: We'd be aore than happy to. If we could have your 

16 phone nuaber I '11 evan set up a tiaa and day .ebere 

11 soaeone can aeet vitb you and show you what our operation 

18 plana are going to be in that area. 

19 KR . OSBORNE : Well, I • 11 out of state and I juat cue up bare 

20 today for this froa North carolina. 

21 KR. WIRTH: Kr . VanGOlen and ayself would be aon than happy 

22 to answer your questions or get on the telephone and try 

23 to answer your questions and we' 11 be able to show you a 

2• aap of our operations and send it to you via ·~· 

2:5 KR. OSBORNE : Okay . Do that and than aaybe I can mow aore 
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1 about lt . 

2 Mil. WIRTH: Okay. 

3 KR . CRADDCAN: You can feel free to stay up here lf you hear 

• anyth1ng that concerna you u we go forward with th18. 

5 Hr . swartz. 

6 KR. SWAJlTZ : I'd lllte to call Hr. Gordon. 

7 

a SAKDB'L B. CORDON, II 

9 a witness who, after having been previoualy avorn, was 

10 exaalned an.d testified as follows: 

, 
12 

13 

DXRBCT BXAMDWI'IOH 

14 BY KR . SWARTZ: 

15 Q . I' U ruind you that you are a till under oath. 

Yes, air . 

You need to state your nue again for u.. 

suuel B. Gordon, I~. 

Where do you live? 

Ta%ewell , Virginia. 

Who do you work for? 

OXY , USA, Incorporated. 

ADd what 1s your title with OXY? 

Regulatory Affairs coordinator. 

16 A. 

17 Q . 

18 A . 

19 Q. 

20 A. 

21 Q . 

22 A. 

23 Q. 

2• A . 

25 Q . And what respons1bilit1ea, if any, do you have tn.ofar as 
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2 A. 

3 

4 Q. 

5 

8 

7 A. 

8 Q. 

9 A. 

10 Q. 

11 

12 A. 

13 Q. • 14 

15 

18 A. 

17 Q. 

18 

19 A. 

20 

21 Q. 

22 

23 A. 

2.C Q. 

25 

• 

uey pertaill to ua application uat we • ra beariDg today? 

The preparation of ua paper work ani! putting toGether 

ue notifYing and pubUahtng of ua application. 

Were you, ill fact, involved ill ani! 414 you 41ac:barva 

uoae reapou1bU1tie.a wiu regard to unit V-35 that'• 

the subject of this application? 

I 414. 

Ia OXY, USA a Delaware corporation? 

It ia . 

Ia 1t authorized to c1o business 1D ue co.aonwealU of 

V1rQill1a? 

It ia . 

Ia it registered with the Depart:aent of Kinas, Kinerala 

and Energy and cloea cmy have a blanltet boDe! on file 

covering it's oil and gaa operatiOIUI? 

It cloea. 

Wbo are the respondents that are subject to thia forced 

pooling appllcatlon? 

Asblan4 Exploration, Inc. , Vilderneaa Tabernacle Bol1D .. a 

Church and R. Osborne. 

Did you cause notlce to be aa1le4 to all these reapon4-

antl7 

Yea, I 41d. 

Have you flled two coplea of the proofs of aa1ling with 

Kr. FUlaer• a office? 
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A. 

2 Q. 

3 A. 

4 Q. 

5 A. 

6 Q. 

7 A. 

8 Q. 

9 

10 A. 

11 Q. 

12 

13 A • 

14 Q. 

15 

16 

17 A. 

18 Q. 

19 A . 

20 Q. 

21 

22 A. 

23 Q. 

~ 

25 A • 

Yea, we did. 

Did you also cause a notice to be published? 

Yea, we d1.d . 

xn what newspaper? 

In the V1r9inia MOuntaineer. 

And on what date or dates vas that published? 

February 27th, 1992. 

And have you fUed an EXhibit B, the certi..ficatea of 

publication? 

Yea, I have. 

'lb~a proposed well with regard to unit V-35, what ill it's 

target seaa? 

The Pocahontas 13. 

And what interest in coalbed aethane or what aeaaa and 

interest are sought to be forced pooled by this app~ca

t1on? 

All of the aeaaa below the TUler. 

What is tbe proposed depth of this well? 

2,050. 

And what 18 tbe eatiJIIated cost that' a ahown on tbe 

application? 

1247,383. 

Do you v1sh to aaend your application to either add any 

respondents or to d1aa1aa any respondents? 

No, we do not. 
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2 

3 

Q. 

5 A. 

6 

7 Q. 

8 

9 

10 A. 

1t Q. 

t2 A. 

13 Q • 

15 

16 

17 

18 

19 

20 

21 A. 

22 Q. 

Zl A. 

2• Q . 

25 A • 

Are you faalliar With the teras that OXY, USA and perhaps 

other oU and qas operators are offertn; for both coalbed 

aethane laue ten.a and coal.bed aethme and conventional 

oU and ;as lease teras 1n this part of the c:o..omntalth? 

For coalbed llethane it's Sl bonus, one-eivhth royalty for 

a f 1 ve year tara lease. 

ADd With revard to ac:qu1rinv a lease .mere there • s both a 

lease taken for both the coalbed aethme and the oil and 

vas vanerally? 

They are the sua except it will ran;e around S5 an acre. 

For the bonus? 

R.1vht. 

In the event that the BOard should approve th1a applica

tion to force pool unit V-35 would you recoaend that the 

election rtvhts afforded 1n that order 1n terll& of the 

provision that people who do n.ot elect or deued too 

leaae that the lease teras as fixed by the Board include 

teras sillilar to those that you have just testified to 

revardin; coalbed aethane leases as specifically a 11 

bonus, a one-ei;hth royalty, and a five year teras? 

I would, yea . 

Bow llaDY does t .his unit contain? 

80 acres. 

ADd is it 1n an established field subject to field rules? 

It's 1D the Oakwood Field under the ori91Dal field rules. 
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10 

" 
12 

13 • 1. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.& 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

o. 

Tbe onea that were pra.ulqated 1D Kay, 1990? 

Riqht. 

1a there an Exhibit c or DVB that hu been auba1.tted with 

the application? 

Yea, there 1a. 

And who prepared it? 

1 prepared it 1n conjUDction with Hr. VanGOlen. 

And what waa the date on which it wu prepared? 

February 17th, 1992. 

It that within leas than 90 days of today' • date? 

Yea, it ia. 

Vi th reqar4 to -- you • re aware of the fact that Ashland 

1a a responc1e.Dt and that AShland baa fUe4 an objection? 

Yea. 

I would repeat what Hr. McQuire hu uked •• to tell you. 

That is neither be nor Ashland will appear today and they 

are standinq on their written objection -mic:h 1 belleve 

1a on fUe with you au. on a copy of the p~at aap that 

we fUed I have h1Qhl1Qhte4 1D yellow a tract and I would 

ask you whether or not that 1a the tract that cauau or 

bas caused you to join AShland u a respondent? 

Yea, it 1a. 

And wbat•a the state of the lease or leases aa between 

on and Aabland with revard to the tract that we've 

b1qbl1qbted? 
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A. The tract tbat you've hivb.li;btecl u the Alpha Stic:Uey 

2 be1ra tract. Aablan4 c:urrently holcla an oil and VU 

3 laue on this tract and 0%1' baa the coalbecl uthane 

4 ri;bta uncler tb1a tract. 

5 Q. 

8 A. 

Okay. Both leases beiD; fraa the saae leaaora? 

That' a correct. 

1 HR. S\IARTZ: x•ct like to call Kr. Glen vanGOlen. 

a HR. MASON: X'd 11lte to aak, With regard to the notice to the 

9 Wildemesa Tabernacle Church, bow waa notice given? Vbo 

to was it given to? 

tt HR. GORDON : Xt was sent to the WUclernus Tabernacle Bapti.at 

12 Church, star Route Box 113. we didn't bave any particul-

13 ar partiu. 

14 HR . HASCH: was 1t Lois osborne? 

15 HR . GORDON: our returned receipt was a1voed by Lois oabome 

16 on February 19th, 1992. 

17 HR . CHJUllMAN: Ms. Davia, ia that person a aeaber of the 

18 cburcb or so11eone that would be authorizecl to receive 

19 that notice? 

20 KS. DAVIS: Yea, air. 

21 HR . OIAXRKAN: Okay. 

22 HR . MASON: Are you satisfied that the church qot notice and 

2J you don't object to the nue change? 

2.& KS. DAVIS: No. I know we ;ot notice. I just wanted it 

25 cleared up that 1t was the BoliDeaa Cburcb 1Dateacl of 

'' 
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1 Bapeiae. 

2 Kll. MASON: I underseand. And you have objection of notice on 

3 ehae buia, do you? 

• KS. DAVIS: No. 

5 MR. MASON: Tbank you. 

& Kll. CHAillHAN: 'l'hank you, Hr. Ka.eon. Ve would alao need to 

7 oee sxbibie B aaended on ehe parties rupondane just to 

8 show this correceion. 

9 MR. NASON: 'fhe Clerk's office have those truaeeu on record 

to or are auppoae to if they exist. You aioht want to 

u KS. DAVIS: I'a one of ehe trustees al.so. 

12 Hll. arA.IJlMAN: Okay. 'Z'hanJt you. 

t3 MR. MASON: Did the record reflect ehat Ka. David told the 

1.a Board that abe is a aeaber of the trustees of the church? 

t5 cotnlT RBPORTIR: Yea. 

t6 Kll. MASON: Thank you. 

17 

18 

19 

(Witness standi aside.) 

GLEN VAHCOLEN 

20 a witness who, after havino been previously sworn, wu 

2t exaa1necS ancS teatifiecS u follows: 

22 

23 DillBCT DAMIHA'I'XON 

25 BY HR . SWARTZ: 
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• 1 Q. 

2 A. 

3 Q. 

• 
5 A. 

6 Q. 

7 A. 

8 Q. 

9 A. 

10 Q. 

11 A. 

12 Q. 

13 • 1. 

15 A. 

18 Q. 

17 

18 A. 

19 Q. 

20 A. 

21 Q. 

22 A. 

23 Q. 

24 

25 A. 

• 

Kr. VanGolen could you state your naae for us again? 

Glen VanGolen. 

I wil.l reaind you that you • re stUl under oath, c1o you 

understand that? 

I do. 

Where c1o you live? 

Tazewell . 

Who c1o you work for? 

OXY, USA. 

And what 1B your title? 

Project Manager for the coalbed aetbane project. 

I•a ahow1Dg you R)cbtbit c which was fUed with regard to 

this unit V-35. I would ask you whether or not you 

prepared Bxhibit C? 

Yes, I clid. 

What is the target foraation or target coal seaa of th1.a 

proposed well? 

The Pocahontas 13 aeu. 

What is the total depth that•a proposed? 

Aqain 2.050. 

Is this proposed as opposed to actually already drilled? 

It's proposed. It•a not already drilled. 

And what is the estimated coat 1n your view to drUl and 

complete the proposed well to the Pocahontas 13 aeaa? 

$247,383. 
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1 Q. 

2 

3 

• A • 

5 Q. 

8 

7 

8 

9 A. 

10 Q. 

t1 

12 

13 

14 A. 

15 

Does that Uvure represent a reasonable ut111ate u to 

the probable coat to drUl and. CQIIPlete th1a we~l to a 

depth of 2,050 feet? 

Yea, it does. 

Is it your op1D1on that t.biJI wul if c1r1l.le4 and. 1f the 

pooling proceed.a or the application 1a granted will serve 

to protect correlative rights to prevent both econoaic 

and physical waste? 

Yea, it Will. 

xa it your op1D1on that this propo .. d we~l and the 

proposed develoPIIent of unit V-35 is a reaaonab~e aethod. 

to be used to develop the coalbed. aetbane resource UDder 

and withi.D that unit? 

Yea, it is. 

(Witness atand.a aside.) 

16 MR . SWARTZ: I'd li.ke to call Kr. Breeding for one ainute 

11 again . 

18 

19 STBPHBN G. BllBBDING 

20 a Witness who, after having been previously sworn, wu 

21 exe1Ded and testified as follows: 

22 

23 

24 

25 BY KR. SWARTZ : 

DIRECT B.ZAKIRATION 



• 1 Q. 

2 A. 

3 Q. 

4 A. 

5 Q. 

6 A. 

7 

8 Q. 

9 

10 

11 

12 

13 • 14 A. 

15 Q. 

16 

17 

18 

19 A. 

20 

21 KR. 

22 KR . 

23 

2.& KR . 

25 

• 

I need you naae again. 

Hy naae is steve Breeding. 

You are still under oath. 

Yes, I understand. 

Where do you live? 

tn Ab1nq4on and I work for Uland creek coal COIIPaDY 1n 

the position of coal.bed Methane coordinator. 

Speci fically IIY question for you is whether or not you 

have authority to represent on behalf of Island creek 

that orr h.aa consent to stiaulate the coal aeaas below 

the Tiller that would be stt.ulated through th1a proposed 

wall. Do you have the authority to make that representa

tion to the Board? 

Yea, I do. 

can you tell the Board whether or not Island creek 

authorizes or consents to the atiaulation of one to three 

coal aeus as proposed 1n the DWB and aa proposed with 

regard to the well shown on the plat for tbla unit? 

Island creak does qrant that stiaulation consent for 

V-35 . 

SWARTZ : Thank you. That's all I have. 

CHAIRKAJf: Questions. aeabers of the Board? 

(Witness stands aside.) 

CHAIRMAN: could you qo over the escrow reco .. endation at 

Exhibit o. please? We have a question particularly about 
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curtis T. Davia sbowin; escrow and than abo on the plat 

2 sbovin; to be a lessee. 

3 KJl. SWAJlTZ: I'a sorry, Kr. c:hairaan, the first part of the 

• question about who now? 

5 KJl. atAIJUQR: curtis T. Davia that's li.ated on the escrow 

& reco-endation in EXhibit G. 'l'he lut one abowi.D; 5Z .17 

1 percent royalty interest. 

e KJl. WIRTB: Tract 4 consists of the John BUrt and Jaaa• H. 

9 McQUire hair trustees. 'l'bay own the coal only. Jaau H. 

10 Parry, at al are the trustees of the HUrt MCQUire trust 

n which on a royalty intaraat we have a coal.bed aethane 

12 

13 

1'* 

from this trust and also we have a coal.bed aethana laue 

from curtis Thurman Davia. Sacb of thu have a claia to 

the royalty interest. Bacb coal owner baa a elai.a of 

15 52 . 17 percent. The oU and ;as baa the sue claia to 

16 that 52.17 percent. Therefore, ona-ei;bth royalty tillu 

11 52 .17 would be escrowed as a disputed claia with the 

1a escrow a;ent . 

19 HR . CHAIRMAN: Rosie osborne, is that -- Kr. Osborne, 1.8 that 

~ person that you are appearing on behalf of Rosie Osborne? 

21 HR . OSBORNB : Yea. 

22 HR . alAIRKAN: Kr. '-lirth, would you state BXh1b1t G and tlbat 

23 means to Rosie Osborne? 

2• HR . WIRTH: Tract 3 which is Exhibit A, a;ain the coal is 

25 owned by the trust or the Burt McQuire trust as we refer 
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to with .Jaaea N. Perry, et al aa the truaue. Ve bave a 

2 coalbec1 aethane leaae fro• the coal OMDen. Raa1e 

3 oaborne own.a the oU and vaa under that aaae tract. 

• 'l'berefore, they• 11 have a 41aputec1 clat. of .24 percent 

5 of the one-eighth "hich ahall be ucrowe4 with the uc:row 

a avant . 

1 MR. CBAIJlKAR: AllY further quaatiou? 

8 MR. HcGLOT'IILIN: Mr. Chairaan, I aove that we accept art•a 

9 application to force pool notinq the objectiona by 

10 Ashland. 

11 MR. CHJU.RMAN: Okay. I have a aotion to approve. 

12 MR. INAJJ.S : Second. 

13 MR. CIIAI.RKAR: A 11ot1on and a aecond. All 1D favor aiqnifr 

1• by aayiDq yea . (ALL AFnBM.) oppoaed aay no. (IIORB.) 

15 It' a unan1Jioua. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

ea 
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1 

2 KR. CRAnUCAN: "''he next ita on the agenda a petition for the 

3 utabUahaant of a COIIPUlaory pooled drtlltn; unit froll 

• orr I USA, lJ1corporate4 for CBH ll-13. ft1.e u docbt 

s naabar VGOB-92/03/17-0193. 

8 KR. SVAM'Z: Mark A. swartz and HOWard SalUhury !JJP!Uilli for 

7 on, USA are pleased to in fora the Board that art hu 

e worked up a voluntary arranquant with the two n!pO!ld-

e enta, Hr. Rayaon4 Street and Gerald McClanahan, and n 

10 can therefore dtntas this petition -- or we would aove 

11 to cUaaiaa it. 

12 KR. O:IADUQN: AnY objection? "''he aotion to diaaua accepted. 

13 

, .. 
15 

18 

17 

18 

19 

20 

21 

22 

23 

25 
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2 

3 KR. CBAIRHNI: The next itu on the agenda u a petition for 

4 the eatabl1ab.aeDt of a COIQNlaory pooled drUHng UDder 

s U.l-361.22 froa art, USA, I.ncorporatad for C8M a-u. 
a 'l'hU ia docket nuaber VGDB-92/03/17-0194. 

7 KR. SlWlft: Mark A. swartz and Hova.r4 aaU!bury apP!arin5l for 

a Ort, USA. A5[a.1Dr the only two raapond•nta on docket 

e nuaber 92/03/17-0194 are Mr. RaJ!ODd Street and Gerald 

10 Mcclanahan. orr bu reached a voluntarx •srreuant with 

u both of the rupondanta and orr would aova to diaiaa 

12 it'a application vitb regard to unit R-14. 

13 KR. CHAIRMAN: Is there an~ne alae 1n the rooa wtah1n5[ to • 14 addreaa the Board 1n thia aatter? ADX objectionf 'l'ha 

15 aot1on to diniaa 1JI qranted. 

18 

17 

18 

1& 

20 

21 

22 

23 

24 

25 

• 
It 
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• 2 

3 Hll. a~ADUCAH: '!'be next U:u on the avenda a petition for the 

• eatabl1abaent of a COJIPUUory pooled 4r1111n9 Uldt fro. 

5 on, USA, lJlcorporated for CBM 8-13, docket nuaber VGOB-

6 92/03/17-0195. 

1 HR. Mc:GLO'l'RI.D: Mr. Cbai.raan, I have a confl.ict of 1nure.t 

8 on this unit S-13, &-14. ~13 and T-14 and would have 

9 to -- feel c:oapelled to ruove ayaelf froa the Board for 

to these hearinvs . 

tt MR . ~: Okay. For the record, when that occurs the 

12 11ajority of the Board rules . 

13 KR. Kc:Gl.O'l"Rl.Df: I'll stepp1nv away froa the table. • '" MR . CHAI..RJoCAN : Fi.De. Anyone 1n the rooa wish.iDv to ad4ress 

ts the Board revar41nv docket nuaber VGOB-92/03/17-0195? 

t6 Mr. swart:. 

11 KR. SVARTZ : Mark A. swart: and Boward Salisbury appear1nv for 

18 on. soae bouaekeep1nv 11atters that aivht euier to 

19 start with before we vet into the teatillony. You will 

20 not1c:e that Gerald v . McClanahan and RaYJI<)nd J . street 

21 were respondents . ve would move to di ... iaa th .. as 

22 respondents fro• this application. Exb1h1t B abould be 

23 u ended to reaove -- and we will file a written uendllent 

2.a subsequent to the bear1nv that reflects th1a -- but 

~ Exb1b1t B s hould be aaended with revar4 to tract 1 to 

• 
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• 
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6 

7 

• 
9 

tO 

tt 

t? 

t3 • 14 

tS 

t6 

t1 

tB 

t9 

20 

?t 

22 

Zl 

24 

25 

• 

s1aply delete the two owners 1bown there. Mr. Gerald 

Mcclanahan and Hr . Raymond Street , and the aaended one 

you will get will juat show nothing at all with regard to 

tract 1. And tract 4 on Exhibit B also needs to be 

aaended. And once ve dismiss Hr. Street and Hr. Mc

Clanahan they are the only two owners listed with revard 

to tract 4 and they will disappear. We do not plan on 

filing a written uendloent, but you need to bear 1n •1nd 

that once we have reached an aoreuent with those 

Gentleaen &xb1bit A, Page 3 which deale With interests 

outstanding obviously the percentages would change. The 

other tbinq and we do have these aaen~ents and CAD fUe 

theQ with you today, th1s 1s add1tional housekeeping 

with regard to the disappearance of McClanahan and Street 

because of our aqreement. Page 3 of Exhibit G which 

shows the division of interests attributable to each 

r espondent in each lonqwall panel -- the two spread sheet 

charts that look like this. we have ten copies eaeb of 

an aaen~ent to Pa;e 3 and Paoe 4 which Mr . Gordon 1& 

pullino out r1oht now and be will file ten eop1e• with 

the Board . What those amendaenta acco•pl1ab are under 

t ract 1. Instead of aeein; those ~ ;entleaen you will 

see none. And under tract 4 in.stead of aeein; tboee two 

oentleoen you will see none with raoard to both of theae 

lonqwal l panels . And that• a the bousekeeplno with r egar4 
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1 to the c11.aai88al of those two reapondanu. Vhile we're 

2 talliJlg about d1n1.8sing and addtng, Mr. Gordon, could 

3 you atate your naae for the record? 

• HR. GOJlDON: suuel Bdward GordoD, n. 

5 Kit. SVARTZ: J\lat with regard to th1a before we vet into your 

& teaU.aony, 4o you w1ah to 41aa18a anyone alae beyond 

1 theae two qentluen at th1.8 point? 

a HR. GORDON: No, we do not. 

9 HR. SVAllTZ: Do you w1.8h to add anyone at th1a point? 

10 HR. GORDON: Ro, we do not. 

u KR. SWARTZ: Before we start the testi.aony, if I could take a 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2• 

2S 

a1Dute or two to tell you where wa•re headed here ao that 

you know 1n advance 1t lli;ht aa.ke thinga go a ~1ttle 

euler. I think the place to start 1.8 if you would turn 

to Exhibit G, Paqe 1, which is a aap of a qroqp of UDiu 

and 1t ahows the two lonqwa11 panels that are under 

cona1derat1on . EssenU~y what we have doDe - of 

course, we • ve d18111ased several of thu because we have 

voluntary aqreeaents now. But esaent1ally what we bave 

done la we have taken the eight units which perta1D to 

tbe two longvall pan&la , 9-D and 10-D, and are effected 

by those two longvall panels and the walla that are 

contained in thoaa two longvall panels and we wUl 

dlacuaa1Dg the total costa associated with those walla 

and we will be d1acuaa1Dq -- when you aee the d1v1a1on 
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2 panel.a .... nuany v!lae .. are doing td.tb reprd to tJw 

3 ruponcSant. with rec;ard to e4da cme of tb ... aDlu Ulld-r 

• couid8ratlcm u .. are t•k1nv tJw napurV~enu, -en'nv 

5 people that .. do not have a vollmtary &91MII8!1t td.th, 

t and w. are calcu.lati.nv accorcSJ..nv to tJw foe acala that • 

1 d.Ucu.•ecS and ~entad td1eD .. .are hare aD the f:ie14 

e rule• with revard to acttve CiCb wbtch u nal17 tlhat 

o w.•re t.alktn9 a!)out here bec~m•• tlutre isD't aJ17 abort 

to bole produc:tion c:cmtap~ated at th.1.a po.int fro. theae r.o 
, 
t2 

tl 

panda, but with reqard to actJ.ve QQ!) .. are uttUztnc; 

the for8Ula that we•-we 41ac:uaaed to pxorate both produc

tion and coat. ahoul4 they el.ect to ~d.pate baaed aD 

the perc:entaCJe of the p.mel or p.mela in the aDlt. ADd 

tS u you qo throu;h Exbtbit G, for exnple the aecan4 page 

,, of Exbtbtt c. U.ta aDd abowa the .. u. cm tJw parttcal.ar 

t7 UlliU in the two panels Cl4 the aurfac. coat8 a.aaod.&t.ed 

te with tho•• v.lla. And then the bottoa a~cm cm G-

t9 and there w1l.l be uattWOD}" but just to 9ive you a fnl 

20 of vbere we're qoinCJ. in ta%aa of ao.ecme wanting to 

2t participate u an partic::1pate in an.it S-13, the cme that 

22 we' n t•lkt n9 about. you wou14 look to the U.tiDg for 

2'3 un1t S-ll wb1cb 1a 35 pereant of the pan•la 1D that an.it 

~ tiae• the total coat of deve~opaant in that 111llt and 1t 

~ CJlve• you the unit co•t aaaoc:iated to the aDlt V1th 

•• 
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2 

3 

• 
5 

8 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Z) 

24 

25 

reqard to that panel. 'l'hen to calculate what. aoaeone 

would have to cont.r1but.e t.o participate you would a!Qly 

turn the paqe and you'll aee that the next pap. DbShit 

G, Pa;e 3, and 1t shows a 41v1.8ion of 1Dtereat 1D the far 

riqht hand colUIID and you would take eatever 41v1aion of 

interest. is reported there and IIUltiply it tiau the coat 

usociated with the panel and that. would be the capital 

contribution that would be required to participate or 

would qenerate the nu:aber 1D teras of the participation 

interest if you elected to be carried. So that the 

~Ucat.ion of the foriiUla which we went throuqh - I 

quess it was several aontha aqo now - 1D the application 

for field rules claalinq with active qob. But that 1a how 

it works. ADd there are two Exbihit G. Pap la - well. 

there's a Paqe 3 and a Paqe 4. 'l'he reason there are two 

1a because we are dealinq with two lon;wall pane1a here 

and the uount. of the panel i.n the varioua units 1a 

cUfferent.. so you wlll wind \lP with a cUfferent 41viaion 

of interest and you aake the aaae calculation aqa1D for 

S-13 with reqard to the second panel in tara~~ of contrib

ution or carried interest.. 'l'he other thinq that I want 

to alert you to before we start and then we • U qo into 

tbe t.est.aony, we are also qoinq to request that we be 

allowed to amend our application to provide 1D the 

petition that we are see1t1Dq to bave Ialand creak 
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1 

2 

desi;nated aa deaiqnated operator. our petition u filed 

requested that the Soard appoint art, USA u dedqnated 

3 operator and we are verbally aaan41nq or request1Dq that 

4 taland creek be 4esiqnated operator for reuoiUI that 

s there will be teatillony with reqard to. AD4 the lut 

e thln; with reqard to that, on, USA would cont1Due to 

7 have the workinq interest or at leut u of today u the 

a workin; interest and would continue - and the workinq 

9 interest would not be transferred to taland crau, but we 

10 are aakinq that Island cree.Jt be dasiqnated u the 

11 deaiqnated operator for the operation of th1a well which 

12 obvioualy penetrates and enters an Island creak aine. So 

13 

14 

I 'II qoinq to alert you that that request for uendaent 

that you will be 11kely to hera that. I'd like to start 

1s aqain with aakinq some questions - baaed on what I've 

1& just told you, I'd like to start with Kr . Gordon . 

11 KR. CHAIRMAN: I just want to aake sure that 1f there's anyone 

18 else in the rooa that wiahea to addreea the Board in tMa 

19 11atter , would you please coae forward end identify 

2.0 yourself . There are none. 

21 KR. MASON: I'm just curious as to whether the chanqe 1n the 

~ deai;nated operator has increased any notice probl ... 

~ related 1n this. 

2• THE CHAIRMAN: I think a lot depends on what he -- he's kind 

25 of recappinq what be • s planninq to ask ua and testify to 

to 
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and aaybe we'll diacover tbat when v. bear what be hu to 

2 aay if tbat•a acceptable to you. 

3 MR. MASON : Okay. &ure. 

• KR . HcGI.OTHLlN: conc:ern1n9 tbe nvam of a coria. present at 

5 

6 

your uet1ng, I don • t thtnt that the Board would bave the 

ataad.tnv to set on theae bear1ng without the coria.. 

7 MR. CHAIJUCM: Wbare you cUni .. ed youraelf due to aubatantial 

e conflict of 1ntereat the fora. ext.et8 whenever v. bave a 

9 aajority rule. 

10 MR. CHAIRMAN: And I'd defer it to our attorney Zane Scott. 

u MR. SCOTT: What be' a say1D9 with rupact to the atatue, 

12 ~ev1n, la that 1n the situation where you a diniaeal 

13 froa the Board for conflict of interest, w1llin9 u in 

14 your cue and non-w1ll1n9 1f aoaeone bad been c:hallenpd, 

15 if that causae the Board to 90 below a corima then a 

16 cori tm - you can't defect a coriua, in other words, by 

11 confl1ct1ng soaeone off of tbe Board. 'l'be coria at.i.ll 

1e exiate a~:d the controll1ng interest would be a aajority 

19 of tbe people eett1D9, the aajority of the people left. 

~ Tbat ' a s e t forth 1n the statue. 

21 MR. MASON: so -.bat that aeana 1a you're ben for the purpoaaa 

~ coriua or other-.1ee not . I juat couldn't reeiat . 

23 KR . CHAIRMAN: He '11 get even w1 th you. 

24 MR . MASON : I 41dn • t aean to traapled on the Attorney General 

25 or t he Chain an' a toea, but I wu afraid be would vet 
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away before I got that in. 

2 Kll. CHAIRMAN: I'• aure Kevin will return volley. Okay. 

3 Proceed, please. 

• Kll. SVARTZ: I'd like to call suuel GOrdon again. 

5 

& SAHtJIL EDVARD GORDON, IX 

1 a witness wbo, after having been previously eworn, was 

a exaained and testified as follows: 

9 

10 

tt 

12 BY HR. SWARTZ: 

13 Q • 

14 A. 

15 Q. 

16 A. 

17 Q. 

18 A. 

19 Q. 

20 A. 

21 Q. 

22 A. 

23 Q. 

You need to state your nue for the record. 

SIUinel E. GOrdon, II. 

Let ae ruaind you that you are nnder oath. 

Yea. 

Where do you live? 

Tazewell. Virg1D1a. 

Who do you work for? 

OXY • USA, Inc. 

What is your title? 

Re;ulato~ Affairs coordinator. 

Tell the Board what involvuent you had in th1a notice of 

hearin~ I!Ild application and the exhi.bita regarding unit 

8-13 • 
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2 

3 

A. 

• Q. 

5 A. 

e Q. 

MY prtaary function wu to prepare the eJChtb1u, to 

prepare the notice of hear1Dga and the •aillnga, publica

tiona, and to prepare the application. 

It aounda to •e like you 41d all the d.ocUIIIllU. 

I 41d. 

okay. In the notice of he ariD; there 1.a a li.at of 

1 respondents totally aae lZ people. Do you see that? 

a A. 

9 Q. 

10 

, 
12 

13 

1. 

15 A. 

16 Q. 

17 

11 A. 

Yea, air. 

other than 41n1aa1Dv Gerald KcClanahaa and Ra~cm4 

Street and I think we've previously .aved to do that, we 

have filed an uendad bh1b1t B and uended 41vu1on 

order portion of Exhibit G with regard to thea. u there 

anyone else that you want 41a1aaed froJI the list of 

respondents at th1a po1Dt? 

Not at this poi.Dt. 

Is there anyone else that you • re aware of tdlo should be 

added to the list of respondents at this tt.e? 

Not that I am aware of. 

19 HR. OIAX.R.HAN : Hr . swartz, exc:uae •e a second. 'l'be uended 

~ Exhibit B references docket nuaber 0193 on theae ftrat 

21 two paves . Should it be 0195? 

22 HR . GORDON : Yea, it should. 

~ KR . SWARTZ : It should be 0195. 

2~ HR. SWARTZ: Oh, the first pave 1a 0195 and all the nat of 

25 the paves are 0193. If you wlll just leave thu on the 
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1 table we'll Ux thu at lunch. Bow' a that? Do you see 

2 what I aean, Kr. Chai.raan? I thiJlk the first pap uowa 
3 019~. 

• HR. GORJ)Q!I: we took that off. 

s KR. SWAJlTZ: Oh, it 414. okay. so all the nuabu-8 you have 

6 are wrong and it abould be 0195 and w.• U fix it at 

7 lunch. 

6 HR . CBADtKAR: Okay. 

9 Q. 

10 

, 
12 

13 A. 

,. Q. 

15 A. 

16 Q. 

17 

18 A. 

19 Q. 

20 A. 

21 Q. 

22 A. 

2J Q. 

2~ 

2S A. 

(Hr. swartz continues.) With regard to th1a appUcaUon 

and notice of application, did you cau.e both the notice 

of application and the application and the nall aap, 

BXh1bit A-1, to be aailed to all of the re8PQDdanta7 

Yea, we did. 

And hov was it •a.Ued? 

Reg1.8tered aau, return receipt requ88ted. 

ADd have you filed proofs of aaUiDg With Kr. FUlaar' a 

office? 

Yea, we have. 

ADd you filed two copies as Bxbtb1t F? 

Yes. 

With Hr. Fulaer•s office? 

That's correct. 

Did you also cause a notice to be publiahed in the 

newspaper With regard to this unit? 

Yea, we did. We had it published in the Virvtnia 



• 

• 

• 

2 Q. 

3 A. 

• Q. 

5 

6 

7 A. 

8 Q. 

9 

tO A. 

tt Q. 

12 

13 

14 A. 

15 Q. 

16 

MOuntaineer. 

ADd on t~hat date wu it published? 

February 27th I believe 1a correct. february 27th, 1992. 

ouy. ADd have you filed proof a of publication - two 

proofs of publication u hbibit B with Hr. I'Ulaer• a 

office? 

Yes, we have. 

Is OXY a Dalaware Corporation authori.zed to do bu81neaa 

1n the c:o-onwealth of Virqin1a? 

Yes, it 18. 

And haa OX'f have a blanket bond on fUe with regard to 

it's oil and gas operations 1n the c:oaonwealth and 1a 1t 

registered with the DKHB? 

Yes, it is. 

With regard to the varioua 1ntareata 1n th1a wut, U.rat 

of all there are two plata attached as Bxb1bit A, Page 1, 

11 and Exhibit A, Page 2. Do you see that? 

18 A. 

19 Q. 

20 

21 

22 A. 

23 Q. 

24 

25 A • 

Yea. 

ADd are there two plata because there are two vertical 

ventilation holes or vella that wUl within this 80 acre 

unit? 

Tbat 1a correct. 

And do the two plata, A Page 1 and A Pave 2, show the 

location of the two well bores? 

Yea, they do. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A . 

Q. 

A. 

Q. 

With reoard to on• s interest in this unit and if we oo 

to Exhibit A, Paoe 3, as a sumaary, could you tell the 

Board what interest OXY bas under lease or bas an 

ownership interest in and what interest they do not have 

und.er lease? 

As to the coal on has 100 percent undar lease. With the 

aoreeaent v1 th street an.d McClanahan we now have we 

have everyt.bi.DCil except 13. 04 percent of the oil and oas . 

And there is a surface interest or desionation on Exhibit 

A, is there not? 

Yes, there is. 

And why have you inclu.ded surface owners in this aPPlica

tion or as respondents to this application? 

The surface owners on this particular tract did assert a 

claill 1n standinCil for the coalbed aethand. 

In other words, they've told you they're claiaino it? 

Tb.at' s correct . 

With re9ard to the plat map that's on file with the 

Board, are the surface owner claias related to the tract 

that we have colored yellow, tract 5? 

Yes, it is . 

And that is the 6.88 percent of the unit? 

Yes , sir . 

would you sUQaarize for the Board the lease teras that 

OXY reCilUl&rly offers to people who own oil and oaa 
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19 
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22 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

interests in an att&Qt to obtain leuu on a volUDtary 

baaia, first with regard to coalbed aethue only BJl4 then 

coal.bed aethue cOJihi.ned with oil ud gu ri;hu veneral

ly? 

orr noraally offers on coalbed aethane a bonus eouic!era

tion of 11 per acre with an one-eighth royalty prov1.81on 

for a tena of five years. A8 to the oil BJl4 gu, it's 

the sue except we do extend 15 per acre bonua. 

And would you reco-end that the Board incorporate those 

teras and proviaions in uy order it aight ant.er with 

regard to election rights? 

Yea, I would . 

How aany acres are in th1a UD1t? 

'l'here are eo acres in th1a UD1t . 

Is this unit subject to a field order? 

Yea, it is. 

And what order would that be? 

The Oakwood Field rules number two. 

Which vas the subject of a hearing ud the Board granted 

the application but as of yet we do not have a written 

order? 

That is correct. 

And that haariDg would have been held - well, vas in 

regard to what petition? 

Pe tition VGOB-91/11/19-0162. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

What 1e the type of production that wUl be occurring 

froa thie unit? 

'!'hie production ie what 1e coaonly teraed unaeale4 vob 

production • 

vUl there be any fraclr.1.n; of an coal eeaaa With reqard 

to th1a well bore -- the two well bona CD th1.e unit? 

No , there will not. 

so that consent to fraelt would not be requi,red eiDce you 

will not be frackin;? 

That is correct. 

With regard to the two well bores on thie particular 

unit, are we qo1Dq to be talkiDq about anythiDg other 

than active qob, for e.xuple, abort hole? 

No, we will not. 

Okay. so all we•re dealiDq with 1a active vob? 

Active qob. 

And what aecuu are we aeekinq to force pool with regard 

to the respondente? 

All eeua below the Tiller. 

TUrninq to Exhibit G, Paqe 1. 

Okay. 

Why the dark outline around unit s-13? 

That 1a the unit which we are applying for the Board to 

pool. 

Right nov? 
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A. 

2 Q. 

3 

5 A. 

6 Q. 

Right at this tiaa, yu. 

And aa we work our way through the rest of these today 

that dark black band will aova fro• unit to unit so that 

it shows the one that • a the subj act of our inquiry? 

That is correct. 

TWO lonqwall panels are shown on EXhibit G, Page 1, as 

1 intersecting portions of unit 8-13. Is that correct? 

8 A. 

9 Q. 

10 

11 A. 

12 

13 Q • 

14 

15 A. 

16 Q. 

17 

18 A. 

19 

20 

21 Q. 

22 

23 A . 

~ 

2S Q . 

That is correct. 

And what are the naaea of tboae two panels and what atna 

llre they either in or proposed to be in? 

They are a part of Island creelt' a aina VP-5 and tbay are 

panola 9-D and 10-D. 

Vith regard to Exhibit G, Page 2, is this soaethiDV that 

you prepared? 

Yea, it is . 

Vith regard to -- what is the purpose of Bxbibit G-2? 

Why is it aub•1 tted to tbe Board? 

G-2 is suhaitted to hopefully clarify the percentage 

break-out of the acreave in eacb of our units, 1D 

parUcular S-13, 1D relationship to the wbole panel. 

Vbat portion of the VP-5 panel 9-D or percentave of that 

panel is contained within this unit a-13? 

our calculations indicate that it's 35.85 percent of that 

panel lies under s-13 . 

And i s that nUDber shown both on the aap, 1Xb1b1t G, 
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A. 

Q • 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Page 1, aud then again reported at the bottoa of Page 2 

of G? 

Yea, it 18. 

And then with regard to the other lon;wal.l pauel, the 

10-D pauel that 1Dtersectiona 8-13, what percenta;a of 

that pauel 18 within 8-13? 

our calc:ulat.iona indicate 24. 24 percent. 

ADd did those percents that you • ve generated for both 

pauel• i.ldofar as they pertain to 8-13, are they used on 

Bxh1h1t G, Page 2, to apportion developaent costa? 

Yu, they are. 

And the developaent coste as a result of that perc.ent 

are, in fact, reported on BXhihit G, Pa;e 2, for this 

unit? 

Tbat is correct . 

If one wanted to calculate the capital contribution or 

the participation costa that would have to be tendered 

for a011eone who wanted to voluntarily participate in 

s-13 what would you do? 

For 8-13 you would have to take the percentage of 35.85 

percent tilles the pauel costa of 1. 2 •1llion rounding oU 

which would be 1443, 027 aud then you would have to add 

that to S-l's part of the second panel 10-D aud 8-3's 

part of that is 24.24 percent of 1. 2 •Ul1on, a;ain 

roundinq it off which would aaount to S299, 795. ADd you 
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1 

2 

3 Q. 

" 
5 

6 A. 

7 Q. 

e 

9 

10 A. 

11 Q. 

12 A. 

13 Q • 

'" 
15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

2.. Q . 

2S A • 

would have to add the two together to a-3 'a coat of th.eae 

two panel's developaaent. 

But you would eventually have to take the d.ividon of 

interest off of Page 3 and Page 4 becauee they're 

different? 

Uh-huh. 

ADd then 8Ult1ply that for each person till .. the unit 

coat shown on sxbthit G, Page 2, 1a that what you're 

telling ua? 

That is correct. Yea, air. 

okay. Bxhtbit G, Pages 3 and 4, have you prepared that? 

Yea, I did. 

And could you tell the Board just in a qeneral allJllle what 

you have done to arrive at the nUIIbera that are reported 

here? 

The nUJihera that are shown here to the right of each of 

the claiaants, the first colwm which .. •ve captioned 

•net percent interest in the unit• 1• what our title baa 

ahown these parties to own 1D that 80 acre unit. '!'he 

second colUDD is the percentage of the panel undarlyillg 

t .bat reapective unit and you 8Ult1ply the net percent 1D 

uoi t t1.11es the unit percent interest 1D the panel and we 

come up with their division of 1Dtereat overall. 

With regard to that panel? 

With regard to that particular panel, yea. 
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25 

Q. 

A. 

Q • 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

And then Page 4 does the sue t.h1.Dg with revereS to the 

other panel? 

'l'bat 1a correct. 

How, thu cUvision of interut, ve•ve talked about the 

ue of cUviaion of interest in Page 2 of bh1bit G u a 

aechaninl to calculate the uaount of •oney that a penon 

who wanted to participate would have to coae QP with. 

'l'bat' s correct . 

Is this cUviaion of interest nuaber reported on Pag-es 3 

and 4 of Exhibit a also used to prorate revenue royalty 

if there• a a working interest or if there's a royalty 

interest? 

'l'bat is correct. 

would it be exactly the sue nWiber? 

Yu . 

so if you're in for the coats in z percent you will be in 

for a revenue as a work.ing interest for the sue per

centage or for royalty depencUng on which way you elect 

to go? 

That is 

'l'be percentage would be the sue for each panel? 

'l'bat 18 correct . 

For either purpose? 

Right . 

With regard to D, first the two longwall panels, ia it 
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1 

2 

3 

4 

5 

6 A. 

7 Q. 

8 

9 A. 

10 Q. 

11 

12 A. 

13 Q. 

14 

15 A. 

16 Q. 

17 

l8 

19 

20 A. 

2t 

22 

23 Q. 

24 A. 

your underatand.ing that aoae or all -- and l' • not go1Dg 

to pin you down becawae Kr. Breec11Dg can tell ua thU -

but is it your underatand.ing that aoae or a1.1 of the 

walla in panel 9-D have already been drllled u ahcnm on 

th1a aap? 

Yea, that ia .v uaderatandtng. 

ADd is it your und.eratand.ing that none of the wal.l.a ahowD 

as proposed for panel 10-D have as yet been d.rUled? 

To ay knowledge none have been drilled 1D 10-D. 

With regard to 1-D would you tell ae whether or not it 1e 

poaaible that there Will be aoae short hole produc:Uon? 

To ay tnowled.qe there will be no abort hole production. 

Okay. ve '11 have to leave that either Kr. VanGolen or 

Mr. BreecUng, right? 

That • a correct. 

Now, in this application are we pooling only coalbed 

aethane produced froa the coal aeaaa that we • ve referred 

to? Ve' re not talking about conventi.onal oU and gu, 

correct? 

We • re not talking about conventional oU and gu. ve' re 

dealing basically with the aeaaa froa the Tiller down 

through the Pokey 3. 

And only coalbed methane? 

And only coalbed methane, that' a correct. 

25 HR . SWARTZ : Okay. I • d lilte to call Kr. Steve Breed.ing • 
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• HR. CHJUilHAH: Any questions for Hr. Gordon. 

2 HR. MASON: on Exhibit c, Page 1 , those nuabers are aleo 

3 reflected on G, Page 27 

4 HR. GORJ)ON: Also reflected on G, Page 2, that is correct, 

s yea. 

e HR. MASON: When you vera testifying earlier that to finger 

1 the costa the operating person IUlking an election to he a 

8 participating operator would he the percentage ahcnm on 

9 G-3 or G-t tilaea the coats shcnm at the hottoa of G-2, 

10 that 1a the 299,795 and the 443,027. Row does this other 

11 nWDher at the top of the page - wouldn • t those he 

12 coDbined? 

13 HR. GORDON: x•m sorry, Mr. Kaaon. I've lost --• 14 HR. MASON: Wbat I 0 1l trying to understand is what is the 

15 relatlonahip between the nWihers that ahcnm on the chart 

16 at the top of the G-2 and the oDes at the hottoa? 

11 HR. GORDON: The nUIIbera at the top of the page deal with the 

18 specific wells in each of the units and then we total 

19 tho together to give us the total cost of that panel 

~ developaent . 

~ KR . HASON: so the 1 , 236,000 and the 1,235,780 -- okay. 

~ That•s what's got me --

ZJ KR. CHAIRMAN: He•a got it labeled as Q-13 hare, right, and at 

2.1 the bottom those sue n\Uihera? 

25 KR . GORDON: Okay. Maybe we should hack up. The panels 

• 
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2 

3 

4 

involve buically eight Wlita hera ancS on G-2 JOU're 

looking at Q-13, Q-14, R-13, R-14, a-ll, a-14 ancS T-13, 

'l'-14. AlleS we have to utilize all those figuru to coae 

up vitb the total panel nUIIber for cost par panel. 

s Nov-

6 KJl. NASON: Are you taUrSng about taking the vall cost for all. 

1 the panels, all the wells in that Wlit to arrive at a 

a panel cost? 

g KR . SWAll'l'Z : No. This von • t ba testiJDony, but I •u aab an 

1o effort ancS then aayba you can uk -- at the top of 0, 

11 Page 2, it says •estiaate of allowable coat by panel• ancS 

12 that ia really vhat it aeans. 

t3 KJl. MASON: Which are all the vella in the panel 7 

14 KR . SVAR'l'Z: ID that partieular panel tdlicb covers a nuabar of 

15 units . so on the left under 9-D is the total coat 

16 uaoc1atad v1th panel 9-D in all four u.nita . AlleS at the 

11 top again under aattJaata of allovahle c:oata by panel 

18 under the 10-D panel again that is a l1st1Dg of all the 

19 coats. Nov, this vould be in eight units because that 

:10 panel ove rlaps in a total uount. so the top is tha cost 

21 by panel and the bottoJI half of G-2 1a an llPPQrtiODIIent 

22 of the 

23 HR. MASON : I understand that, but vhat I'a trying to gat at 

24 is what the -- when you're tallting about the coat par 

25 panel , vhat you • re really ad41ng up ia the coat of all 
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• the walla 1D that panel, 1.a it not? 

2 HR. 811AJl'1'Z: well, yea. we're go1Dg to get to costa 1D a 

3 ainute with ao•e other teat1aony, but ;eneral~y 8Pealt1Dg 

• yea. 

s MR. NASON: okay. I aean, if you look at Rxbibit G, Pap 1, 

8 and you look at panel 9-D you • ve got ahcnm four weU.. 

7 HR. SWAR'I'Z: Right. 

8 HR. MASON: Okay. If you look OD 9-D you've got what appear 

9 to four well costa and I don't uodaratand what the 

10 117,100 is. 

11 HR. GORDON: Tbat 18 UDit 'l'-13 where there 1a no well located 

12 and that coat will be shown to you with T-13 espedally 

13 our title coats, f111Dg fees -• 1. HR. MASON: Which are unrelated to a speeific well. 

15 HR. GORDON: But related to the panel itaelf bacauae they're 

16 go1Dg to be draw1Dg benefits froa the production froa 

11 that panel. 

18 HR. MASON: That's what I'a trying to reach. so you're saYing 

19 there are qoino to be costa included 1D bare that are not 

20 specifically identified to any particular nll within 

21 that panel but are perceived to be coats of that panel? 

22 HR. GORDON: I think if I understand your question, yaa. 

23 KR. SWARTZ: Vall, I'a DOt going to arvue with that, but I 

24 think you need to take it one step further. I thlnk that 

~ to include people 1D units where the panel ia into the 

• 
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1 unit but there 1..8 no well within the un.it you have to 

2 incur costa by reuon of the fact that they are in 

3 aeanin; you bave to run title on that unit. 8o to pay 

4 tbea production or to uaeaa their interest in tenaa of 

5 participation, that 1..8 a real coat that occurs in all of 

a the other units wbere thare are walla and wbether there 

7 is a well or ian • t a well you still bave to run the lt1D4 

e of title that we• re talting about. 80 I agree with you 

9 but I take it even one step further. I •aan, it'e 

10 HR. MASON: Wbat I'm try1Dq to arrive at, though, is as I 

, understand the way of the law and the revs all these 

12 coats are all well costa. 

13 HR. SWARTZ : No. We have bee11 1D DVEa and, 1D fact, in the 

14 revs proiiUl;ated by the Board, legal and site 4evelopaent 

15 and all this stuff --

16 HR. MASON: Rigbt, all speci.fically 14ent1fied to 1D41vidual 

11 wells. 

18 HR. SWARTZ : Well, no, your legal 1s really your unit. 

19 KR . MASON: Tbat • s correct. 

20 HR . SWARTZ : I mean, you can tie it to well, but it's a unit . 

21 KR. MASON : Rigbt . see, what I'a trying to arrive at is I'• 

22 trylnq to understand how -- but lilte whe11 you have 

23 aultiple wells per unit or ao.etbiD; like that, you still 

24 break tbat coat down and it • a identified aa a well coat. 

~ Hera you've qot a situation 1D wbicb you're talking &bout 
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a panel -- or a unit that doesn• t have a unit oD it. 

2 MR. SWAll'l"Z: R.igbt. And we tallted about that at the field 

3 rules bearing because it waa obvious 1f you look at 

.a enouQb aiDe aapa it always ae ... like every lODQWall 

5 panel wben you start draWing lines, there ia a little bit 

a of it over tbe edge or whatever. And it was clear to u 

7 and 1 bope we aade it clear to the Board wbu we were 

8 talk1ng about it that there were c;ro1Dg to be units that 

9 would be getting production and be 8JCP8Cted to ahara 1D 

10 coats that would frankly not bave a well. Becaue the 

, ecoDoa.ica of saying, •you•ve c;rot to bave a well•. well, 

12 it would be crazy to do. 

13 MR. MASON: Okay. But where I'a c;roiDg with this ie, if I aay 

14 take it tbe step that I see, is in effect the cost of the 

15 drainage pattern within this panel, that 'I'-ll coat, 1a 

16 really an associated well cost of the other walla 1D that 

11 panel. 

18 MR. SWAATZ : Correct, just like 1f you•ve c;rot oDe Wlit that 

19 bad three wells and two units that each had oDe you would 

20 total tbe coats and the units that each bad one would 

21 bave tbe saae --

22 MR. MASON: Which aakea the allocation work --

23 MR . SWARTZ: Exactly. 

24 HR. MASON: -- and wbicb draws this cost back into an allocat-

3 ed well coat. Tbat•s wbat I'a trying to vet to • 
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• MR. SliART% : Right. we • re allocating productioD u4 co•ts 

2 very auch 11lte you've heard CoDJiol 4o this aora1D;. They 

3 414 1t a little ctifferetly, but they're tryin; to track 

4 production an.4 coat and here ve are. 

s MR . MASON : Okay. But what I'a lea4illg up to -- the po1Dt I 

s aa trying to aake is that eve thou;h there • s no well in 

7 that panel that this because of the 4ra1Da;e pattern 

a constitutes a vall coat that's associated with the other 

9 valls 1D the panel . Al14 the vay you allocate it out, you 

10 know, has the effect -- eve though 1t appears n.ot to be 

11 a vall coat it really is bacau.e of the way tbis 1s 

12 allocated. 

13 MR. SVAaTZ: It is botb a vall coat and it 1.8 also u a441-• 14 tional coat st..ply because tbose people are in there. I 

15 aean, there 1.8 an additional -

16 MR . HASCH: Well , I understand that . But -

11 HR . SWARTZ : But i t is also clearly an allocat:ional val.l cost 

1a like --

19 HR. HASON: Because it cont:ributu to the 4ra1Dage that the 

~ other vella have. 

21 KR. SWARTZ : Exactly. ADd if tbey• re voiD; to share 1D the 

~ production of the off unit vella they ought to ehare in 

~ the cost of those vella . It's the theory. 

2• KR . MASON: That's right. I'a just tryillg to get the ;rasp of 

~ the fact that 

• 
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1 MR. SVAilft: You've CJOt it. 

2 Kll. MASON: You mow, if soaebo4y looked at thU tthere there's 

3 no wall hare why these coats are inc~uded, well, in fact, 

• th1a whole pane~ is dratntnq tbrouqb these wells and 

s there's coat associated With th1a unit that has DO we11., 

6 but those costa are still a part of the coat of the 

1 drainaqe th.at • a associated With the walla in the other 

e panels. 

9 MR. SllAJl'rZ: Riqbt. You•ve vot it. 

10 MR. EVANS: 'l'be UIUts that have no wells are CJOinQ to benefit 

11 froa the wel.la that are -

12 HJl. KASON: EXactly. And that's what I'a say1.Dq. '!hat's a 

13 part of the coat of the walla in the oth.er unit. 

1. MR. SWART%: The point that we - there are a lot of reasons 

15 to do thu, but one of th.e rauoUB ia it apread8 the 

16 royalty or the worltiDq interest aaonq the qreat:eat ac:rea 

11 and the qreatest nwabar of people and it ~so spreads the 

18 costa. 

19 HR. KASCH: I was just try1nq to clarify that. 

20 MR. SWARTZ; You've to it. 

21 HR . MASON: Thank you . 

22 MR. CHAIRMAN: I'd like to qo back to your question to just 

23 follow uP on Kr. Mason's on Exhibit c, Pap 2, the 

2.a estillate of allowable costa 1s identified as Wlit s-t3B. 

25 I • • tryinq to asake sure I understand now Jtxblbit: G, Pap 
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1 2. The nuabar that: • a hi;hl1;hte4 is a cUfferent nuaber 

2 than the nuabar associated with s-ua. 'l'be nUIIber that 

3 corresponds with the aattaata of allowable coat, t290,095 

c actually is a-138 1f I'a follovin; that correct. Ia 

5 that-

e MR. EVANS: I'a sorry, Benny. I thought I vas With you and 

1 than I qot lost. 

e MR . c:::HAIIlHAN: Okay. I'a lookiDv at two pa;aa, Bxhihit G, 

9 Pa;a 2 and Exhibit G, Pave 2. Vban I look at EXhibit c, 

10 Pave 2, the eatiaata of allowable coat for unit nuaber 

11 s-138 shows 1290,095. When I vo to Bxbibit G, Pave 2, 

12 and I look for that 1290,095 I f1n4 that nUIIbar qp 1D 

13 a-ua • 

14 MR. MASON: There's an S-13 A which is Exhibit c, Pave 1. 

15 MR . C:IAIRHAN: Right. it's ab.cnm over 1n the ri;bt band 

16 coluan . I ;uesa I vas - you've ;ot a 9-D and a 10-D. 

11 What does that aean, that VP 5-BM 10-D? That • a where I 

11 thouQbt you were heac11n; a llinuta a;o. 

19 MR . MASON : I understand Kr. VenGolen is ;oin; to testify u 

~ to c-1 and c-2. Is that correct? 

21 KR . SWARTZ : Well, there ' s ;oinv to be a lot of tuti.aollY. 

22 Kr . BreediD; 1& ;oin; to ;iva you a hand on that, too, 

23 yes . 

24 MR . MASON: The th1n; that addresses your question, Benny, and 

25 I think 1s confusing aa is that fact that this Kxhtbtt c, 
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Page 1, ia deued to be a coat of Wlit nuaber a-UA. 

2 HR. CBAnKAR: lligbt . 

3 HR. MASON: Tba~· a really not correct. Vbat it 1.8 1.8 a wall 

• co8t that happens to be on that DDit. Ultiaataly the 

5 coat for unit s-tlA ia to be arrived at by allocation and 

6 really baa nothing to do with thu. 

1 HR. CHAilUQH: It uy so•ething to do with it but it'a not 

e KR. MASON: This 18 no a DDit cost. It's only a well coat 

9 that • a a part of a larqer panel that • s allocated back. 

10 MR . SWART% : But we needed to have ao•e fonaat to report thue 

, costs to you and I a;ree with you. But what w tried to 

12 do and you '11 see this u w work through ia for each 

13 unit that the costa were inferred on --

1• MR . MASON: I understand. 

15 MR. SWJUl'H: - the stuff was physically located on, that' a 

16 bow we report thea. But you•re absolutely r1'Jht. 'fhat•a 

11 wby we had to show G because we had to track all of the 

18 coats back 111 because that's really wbat happens. 

19 KR. HASON: Vall, see. and that • s what I was having trouble 

20 with. It's exactly what you're addreaaing, B811DY· Vben 

21 I looked at this it says the unit coat for S-11A is 308 

22 and you coae over bare and it says s-13 • a coat 1.8 UO -

23 in other words, it appears to be conflicting bacaua one 

2• of tbea ia not really unit cost. It'a only a c~nent 

a of a later arrived at allocation • 
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• 1 tal. SWARTZ: Have we aade BAY headway 1D an.waring :rour 
2 qua•Uon. Kr. Cb•1rac. or do we naad to take another 

3 lick at 1t here? 

• Kll. ~: I th1n1t I und•r•tan.d what you're trying to do 

5 here and I'd leave 1t at that. 

6 tal. SVA1lTZ : OQy. 

1 MR. ~: I do have one other quuUon em Jnrbib1t B, Page 

8 4. cd I'a qo1Dg back to our ueadad Kzbib1t a jut to 

g clarify for the record. NY aaended Bxh1b1t B hu Page 2 

10 and 3 J:nlt not Page 4 . And I aaauae because you • re not 

11 ua.nd1ng the foraer Exbiblt a llhich had listed \XP through 

12 29 1Dd1v1dual8. 

13 Nll. GORDON: I think baaJ.ca.lly by 4ropp1Dg the street Me-• Clanahan 1Dtereeta off of it we were al.lowed to ccm..oU-

15 date that on three pagaa tnatead of four. 

16 KR. CHAIRMAN: Okay. u that tdlat that doea? ftere•• people 

11 not 14eDUUed 18 whY I aa .. king the quuUon and I want 

18 to aue sure for the record cat we're daal.i.Dg with. You 

1i uanded tract S . A8 far aa I can tell you • ve handed ua 

20 aD aaended ttact S . 

21 KR. SWARTZ : 'lou gave thea that cd they weren't •qppoae to 

22 get that:. 

ZJ KR . OiAI~: And you off four 1Dd1v1dual• froa the foraer 

~ tract ' · bh1h1t: a . 

25 KR . SWARTZ: Vhat: I thiD.k hu ha.ppenad 1• we jut gave you a 

• 
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1 portion and we need to check thoae exh1))1ta when we take 

2 a break. 

3 KB. CBAXRKAH: That's why I wanted to •aka aura. 

c HR. SWARTZ: Because franltly you ahould not have an uended 

5 Bxh1b1t B because the a.ended Bxh1b1t B was wrong and lt 

6 sounda 11Jte somebody tore the Urat page off of lt and 

1 gave you part of it. All you ahould really be getting 

8 right now frcm ua are amended Pages G-3 and G-4. And if 

9 you've got a B I guarantee it's wrong. ~ it away. 

10 we're going to file one after the hearing. Okay? 

11 HR. QIADKAN: Done. 

12 KB. SWAR'l'Z: Does that answer that question? 

13 KB. c:RAI.RHJUf: AS long as you' 11 clear it up for us • 

14 MR. SWARTZ: I'll trying. 

15 KR. CIDURHAR: we• re going to break for lunch. Be back about 

16 1 : 15 . 

t7 (AFTER A LUNCHEON RECESS, '1'RE PPOCRBDINGS CON'1'IHUBD AS 

18 FOLLOWS: ) 

19 KR. CHAXllHAH: The aeeting will come to order. Kr. SWartz. 

20 KR. SWARTZ: I th1nJt we have three or four iteaa that reaatn 

21 to deal with in teras of the testillony. 

22 Q. (Kr . swartz continues . ) The f1rat 1tu that I would ltb 

23 to deal with is the -- I thinlt this •ay be aort of where 

24 we left off with the two pages of BXb1))1t c, Kr. Gordon, 

25 the estillate of allowable costs that acco.pany the 
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2 A. 

3 Q. 

4 A. 

5 Q. 

8 

7 

8 

9 A. 

10 Q. 

" 
12 A. 

13 Q. • t.a 

15 A. 

16 

17 Q. 

18 

19 A. 

20 Q. 

21 

22 

23 

24 A. 

25 Q. 

• 

application. 

Uh-buh. 

Did you prepare these? 

Yu. 1 did . 

ADd do the Blrbihit c Pages 1 and 2 that are nbaitted 

with re;ard to this unit pertaiD OD.ly to costa inc::urred 

on unit s-13 1n teras of two vell boru that are located 

or proposed to be located on S-137 

'!'hat's correct. 

ADd bave you listed on here all of your eatl.aatea With 

reqard to the coats that w1.ll be 1ncurred? 

Yu, va have. 

ADd vhat are the total costa that you have eat.iaated for 

the first well bore at Page 1? 

For the first vell bore va•ve identified u S-llA the 

total is 1308,195. 

ADd vlth reiJard to Pa9e 2 vhich pertaiU to what you•ve 

identified as s-138 vbat 18 the total coat? 

1290 , 095. 

ADd is it your op1n1on that these costa that you have 

estimated on Dhtbit c. Pa~J&a 1 and z. represent the 

probable reasonable costa to produce fro.a these two well 

bores? 

'!'hat is correct, yes. air. 

Nov. you've shown as a purchase price at the top of each 
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• 1 

2 

3 A. 

• Q • 

5 A. 

8 

7 

8 Q. 

9 

10 A. 

11 Q. 

12 

13 A. • ,. Q. 

15 

16 A. 

17 Q. 

18 

19 A. 

20 

21 Q. 

22 

23 A. 

24 Q. 

25 

• 

of theae exhibits the sua of f150,000 . xa that the coats 

to drill the well bores? 

No, it is not. 

Wh.at is thia purchase price related to? 

Xt relates to a negotiated price that Will be worked out 

betweu Xllan4 creek and OXY whereby we will be usigne4 

the right to uae the wall bore. 

so it does not reflect X& land creeJr. • s actual costa or 

anyone • s actual coats to drill these well bores? 

No , they do not. 

Has this price beu finally deterained betwau Xaland 

creak and OXY? 

No , it has not been final deterainad. 

Is the 150 your best estiaate as to what you believe on 

Will wind up paying to uae each of these well bores? 

At this date and time it • s our best effort. 

Are you aware of X a land creek • a coats to put thue two 

well bores in the ground? 

Yea . We have their estimates of costs on these two 

walla. 

Okay. Are their estiaates aore or less than the 

1150,000? 

They're aore in both cases. 

Is it your opinion that the proposed developaent of t.h.U 

particular unit 8-13 and the two longwall panels inaofar 
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2 

3 

4 

5 

IS 

7 

8 

g 

10 

" 
12 

13 • 1.a 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.a 

25 

• 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

u it iapacta on the tvo longvall paneb that 1ntenect 

1a a reasonable plan to extract the vob vu froa an 

active vob or an active operation and extract the •ax:t111111 

uount of vas at the ain1aml aaount of coat? 

Yes. I d.o feel like it's a very reuonable aetho4olOVY. 

ADd 1e it your further op1nion that the propo .. d develop

aut of th18 Wlit a-ll 1n conjunction with the other 

units that are abcnm on Exhibit G u a reasonable and 

fair aethod of protectinv correlative rivhta, atntatzinv 

both physical waste and econoaic waste? 

Yea . 

There • a one aore thinv I want to cover with you, Hr. 

Gordon. I've put an Jbrbthtt B in front of you, do you 

see that? 

Yea, I do. 

Is Exhil)it B proposed language that OXY 1a offerinv to 

the Board for inclusion in any forced poolinv order that 

it might enter with regard to th1.a unit and the other 

units that are being forced pooled today with reqard to 

these tvo longvall panels that are under consideration? 

Ye• . 

ADd generally, what is the purpose of t!Ue lanvuave which 

we would ask that the Board include in any order it aivbt 

issue? 

This wUl allow us to handle any subsequent operat.iou u 
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1 

2 

3 

5 

6 Q . 

7 

8 

9 

10 A . 

11 Q. 

12 

13 

15 A . 

18 Q. 

17 

18 

19 A. 

20 Q. 

21 

22 A. 

23 Q. 

operator that should we have to do any re-work on a well 

or if we have to 4rU1 a nev well we can approach the 

workiDg interest owner and with thei.r approval prefora 

whatever needs to be done to enhance the well, rutore 

the veU, or even 4r111 another well. 

With regard to th1a proposed language does it address 

situations or what happens in aituatiou where you are 

proposing, for exupla, to 4rU1 another veU to produce 

froa a panel? 

Right . 

ADd you have people who have elected not to participate . 

Does it qive thea an opportunity to recou1.der that 

election and participate at a later data if there 1.s a 

nev vall 4r1.lled? 

Yea, it does. 

People wbo have participated, does it qive those people 

an opportunity to be carried in the event that they do 

not Wiab to come vi.th additional capital to participate? 

Yes, it does. 

ADd does it give tbe people in the un1.t 1n general th1.rty 

days not ice? 

Yea, it does. 

ADd With regard to the costa, what 1.& your expectation if 

there is actually add1t1.onal work to be praforaed -

additional vella to be 4rUled -- what ia your expecta-
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1 

2 

3 

t1on ae to when the people in the unit voul.d receive t.h1.a 

notice 1n relation to when the work would actually be 

done? 

4 A. 

5 

6 Q. 

our proposal would allov thu to have notification thirty 

days prior to aine through or subsequent opera tiona. 

'1'h1rty daY8 before the aoney u 8J)8Dt? 

7 A. Yes. 

a Q. Not a year or two years or three years? 

9 A. No. 'l'hirty days. 

to HR. SWARTZ: onleaa you have aoae questions which you could, 

tt of course, defer untU later, but if you don • t have any 

t2 queationa you want to ask of Kr . Gordon right nov I would 

t3 like to call Kr. Breeding • 

t4 KR. aiAIRHAH: Any questions, ae.abers of the Board? 

15 KR. MASON: I have a couple I want to uk hi.a. Sir, with 

ta regard to thil purchase price, you indicated that you 

11 were purchasing the use of thia bora. COuld you expound 

ta a little bit on what that aeana? 

ti KR. GORDON: we are currently negotiating a price to uae the 

20 well bores that are c:u.rrently there to eave ua froD 

21 having to spend 1300,000 to build another well. We 

22 KR. MASON: What I'• concerned about ia ia it an exclusive 

23 uae? I mean, you aay uae. You • re talking about the 

2• exclusive use of this bore? 

2S MR. GORDON: We will use to produce aetbane vu froa it • 
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1 MR. MASON: well, I know, but ia Island creek going to retain 

2 any rights in tbia bore iteelf? 

3 MR. GORDON : Yea. 

• MR. SWARTZ: I thiDJt your question really - either we need to 

s get Kr. VanGolen up here or Kr. Breec.Ung becauee I thiDJt 

6 they can describe exactly what it is that is being 

1 purchased fro• Island creak. 

a HR.. MASON: I'm concerned about for bow long is the 

9 reverter -- I aean, we•re being asked to approve an 

10 expense bare for the acquisition of aa.etb1Dg that I'• 

n not sure what it 18. It concerns - in teras of what 

12 exactly it is that we're that's being allocated 1D 

13 tenas of cost as to what it 1a that they're ac:qu.1.r1Dg. I 

14 

15 

11ean, what are the perillaters of the rtghte to th.1s bore 

that are baing acquired for this sma of aoney. I don't 

16 see bow we can aake any ascertainaent of the reasonable-

17 ness of that B1DI Without knowing fairly exactly what it 

18 is that • s being paid for. 

19 HR. SWARTZ: Kr. Gordon, other than to tell that be mows that 

20 it is associated with the right to take gas, be is not 

21 the W1 tness you need to a.sJt these queationa. He • a just 

22 incapable of aJUJWering 1a what I aa suvveating. I thiDJt 

23 Hr. Breeding and certainly Kr. VanGolen can be very 

24 specific in an.wering your questions and we have apecific 

~ questions and it's a good question. But to put that 
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queation.a -

2 Hll. MASON: What about aoae of these other itau like PLC, 

3 what ia that? 

• Hll. SWARTZ: 'fhat be can answer. I mow be's aware of that. 

5 Hll. GORDON: PLC ia a prograaable logic control systea which 

& is ki.Dd of a a tate of the arts aecbans a out tbara that 

1 110n1tora the 02 in the gas and it tells us whether we're 

a delivering pipelin1Dg qua.l.ity into the line or not. 

9 KR. KASOH: What about other electronic equlpaent bare? 

tO KR. GORDON: 'l'be electronic e.qu1paant that • s listed bare 1a 

tt the electrical equ.ipaent that handles all of the aotor 

12 controls. It • s our power box so to speak. It controls 

t3 the panels I autoaation ayateu • 

t4 KR . MASON: From where? 

tS KR. GORDON: We've qot eqUipaent out there that if tbe PLC 

t& says there's too much oxyqen in it it abuts it c1cnrn and 

t7 vents it to the atlloapbere. It W1ll also turn on our 

ta coapressors 1 turn thea off I you know, whatever aqu1p-

t9 cent's there. 

20 KR. MASON: Is this equipment there already? 

21 KR. GORDON: It will be lo place, yes. 

22 KR. MASON: As a part of this wall or as a part of the aine 

~ ventilation aystea? 

24 KR. GORDON: It is a part of the production equipaant that we 

~ will put on site . 
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• 1 Kll. MASON: Ia part of what thu does related to venting? If 

2 the vu can • t be proc1uced into the line, then doe a part 

3 of thU stuff have to do With ventinv the qu off and 

4 caua1D; that to occur? 

5 Mil. GORDOH: If 1t • s not pipal1De quality it ahoul4 Jd.c:lt it to 

e the ataosphare. It Will not allow ua to put a polluted 

1 product down the line. 

8 Kll. MASON: Why 18 that a production cost or production 

9 related cost? 

10 Mil. GORDON: va just can't deliver any --

, Kll. MASON: I understand that. But once you can't ae.U the 

12 ;u, then you•ve qot to vent the vas becaute you•ve qot 

13 to vet it out of the aine, isn't that correct? • 14 MR. MASON: Yes . 

15 KR. HJUSON: Vall , why ian • t that really a coat associated With 

16 ventllatinv the ainas and not producing the vas out of 

11 this well? 

18 HR. GORDON: 'l'bat• s a ;ood question. I think we batter let ae 

19 Kr. VanGolen kick 1D on this. 

20 (Vitnus stands aside.) 

21 HR. VANGOLEN: Glen VanGolan, OD, USA. What the ayatu 18 

22 it's basically the sua aystu. Bither the pa is voiD; 

zf down the Una or it' • vot to be vented. 'l'he va• has qot 

2" to be aov1D;. 'l'hera are a couple of th1Dqs 1Dvolved 

25 hera. one is there is an oxyve.n sensor. 'l'hen 1e a 
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pressure sensor with a close sensor. If the co.preasor 

2 ooes down it autoaatically faila, saves over into the 

3 lupson, kicu on the lupson which u a noraal piece of 

• equipaet for thu vetlletion hole and start. it and. 

5 veta it to etaoephere. 'l"hese are thiDva that are not 

6 noraally associated with the vent.ing of vu for the 

7 •tntng lndlwtry. Tbey are add-em. to illaure safety. 

6 HR. KASOR: 'fhe safety of the aiDe. 

9 HR. VMGOLBN: Tbe safety of the aine, yea . 

10 

, 
12 a witness who , after having hee previoua~y sworn, was 

13 exaDilled and test~fied as follow.: 

14 

15 

16 

17 BY HR . SWARTZ: 

18 Q. Is the la~~pson 

19 A. Tbe laapaon ia 

already there? 

al.ready there. 

20 Q. And ia the coat of the laapson built 1D to Rxh1hit C? 

21 A. Ho. 

22 Q. Wbat is the function of the LUJUIOD right now? 

23 A. To vet vas froa the well bore for aiDing purposes. 

~ Q. Is it a coDPreseor or a suction device? 

25 A. It ' s an vacu\111 PUDP, yeah. 
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tO 
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t2 

13 • 1. 

15 

1G 

17 

111 

1i 

20 

21 

22 

23 

2~ 

25 

• 

Q. 

A. 

AD4 what are you a-:..."'-inq tbat iB 41fferent thaD a lupaon 

tbat relata• to your proc.."uctlon? 

Vall, there• • a couple of tb.1Dqe there. BUt tbe .. in 

1tu there 1e there 1a a turbotrone which 1e a vac:uua 

pu11p that allow• for poe1t1ve prueure. Riqht now 

lQPeou don • t allow for poe1t1ve prueure. 'fbey• re 

uaually vente4 to the ataoepbere. 'l'hey•n built euch 

that you can only - 1t c011b1Dee a vac:uua and not back 

preeaure. A turbotrcma accoreoctatu the back pneeure 

that we n .. 4 to puah the qaa to a central coapreeeor 

point. we aleo have - the electric equipaent tbat 

you • re talltinq about there 1• tbe whole aotor control 

box, the electrical panel that all tbe wiring for aotor 

control valve• an4 the whole electrcmic ayetu 1.8 

connecte4 to . rroa that 1t qoea into the coaputer eyatu 

which 1e the PLC ayatu. Of courae, that 1& juet to 

operate tbia facUlty. we • re not including the aua coet 

for the aa1n central coaputer ayetu tbat thia qoea into. 

That' • qo1Dq to be our ( tnaucUble. ) 'l'bat' • aoaetb.1Dq u 

a corporation we • re qo1nq to put 1D tbare and have to 

have in ord.ar to a aka thia qu pro4uc1ble. But thia 1• 

all incre•ental equipaent. 'l'bia 1a not noraally aaaoc1-

ated with a1n1Dq an4 if it waa juat a a1n1nq operation 

they woul4 juat turn on tbeae vacuua pu.pa an4 let thu 

run aa bard aa they can run. 



• 

• 

• 

Q. Vlth re;ard to Kr. HUOJ1' • quution concerui.Dg the 

2 neqotiatJ.ona with re;ard to uae that are OJ1qo1Dg between 

3 orr ud IdaacS creek ud the nso,ooo eatJ.aate u to tdlat 

• orr at leut believes is likely to cha.D;e banda to gat 

5 this right, could you 4eacrlbe where orr 1a taking 

& delivery of the gaa or the ri;ht to uae the well bore to 

1 produce ;u aad be u specific for Kr. Huon u to where 

a thln;a are chaa;in; haacSs aad what 1s happen1Dg and who 

e haa what ri;hts with re;ard to th1a --

10 HR. HASON: I'a just curious, what are you buying for 

11 1150,000? 

12 HR. VANGOLEN: All you're buying 1s a well bore ri;ht -- a 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

usage rt;ht. You're not trauferr1Dg the asset. I don't 

th1Dk u a corporatJ.on orr, USA aacS u any worki.Dg 

interest owners that they want partJ.ctpation 1D a well 

bore that ' s cUrect -- caa co..unicat.ion with a aiDe. so 

all we• re cSo1Dg is purchaa1Dg the ri;ht to utilize that 

well bore . At that po1Dt we have c:uatody transfer 1D 

gas. Literally there's a fence at the surface that the 

a inin; equipaent that • a nonaally associated with the 

ventin; of gas is contained in. !hey run a T outside the 

fence and we take custody transfer at that point. !'roll 

that point we acquire the ;as. AlleS all we are 

purchaain; -- the reason saa does know ia becauae I don • t 

know what that fee 1a. 
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HR. MASON: I understand that the fee -- the aaount of aoney 

2 iUelf u still yet to be dete1'111ned, but I • a trying to 

3 get a handle on what 1t 1.8 when you pay U50, 000 for a 

• right and we have to aake an ucartahment aa to the 

5 reasonableness of that coat or whatever the coat aay be. 

s It sound8 like you • re saying that what you • ra bur-n; u 

7 essantial.ly 11lte an euuent to bring the gas froa the 

8 gob area up to the surface into the T where you take 

9 possession. Is that -

1o HR. VANGOLER: Bssentially that's right. All it 18 a contract 

n between Orl, USA and Uland creak that says that you • ra 

12 going to llake the but efforts by utilizing that well 

13 bore to deliver pipeline quality gas through that ,. • 

14 

15 

Row, aolle of this PLC equipaant will help us and Xsland 

creek llaintain pipeline quality. No throttle bac:Jt, 

16 auction pressures, things like that . So you're not 

17 creating quite the vacuWD that • a noraally created on 

18 these wells that draws oxygen into the well bora. 

19 HR. HASON: Let aa ask you one other question. Vhy 1.8 the 

~ separator skid so expansive? 

21 KR. VANGOLBN: It's a facility that's about 25 feet high and 8 

22 feet in diaaeter . It goes in between the vacua PUilP and 

23 the well head. ADd the reason it need8 to be that big 1a 

2" for the uount of flow that's going through there at that 

25 low of pressures , you need that 11uch ratentio.n tiaa 1n 
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order to drop out water. If it wu under high pressure 

2 you would need a aaller 

3 MJl. NASOH: You aean thia is the separat.or iUelf? 

• MJl. VMGOLBR: That•• the separator iUel.f and the tdlole slld. 

~ MJl . KASOH: Oh, okay. It san separator ekid tdlich scnm4e4 

6 llke the aouatlng. 

1 KR. VNIGOLBN: Yeah. What that hU 18 there 1e a little 

a electric puap on there also that becau.ee this v .. sel 1e 

9 under vacuua you can • t noraally 41scharve water under 

10 pressure like you would 1n a noraal separator. You • ve 

n got to have a little electric puap that actually pwq~s 

12 that water out of this vessel into your tank and that's 

13 

1. 

what • • on thia ekld. It • a qot a float control Within the 

s eparator that kicks on that little ~ when the liquid 

15 l evel coaea down and shuts off that pwq~. 

16 KR. MASON: Do you have any idea what the tara of th18 right 

11 to take vas through the bore hole ia, how long? 

18 MR . VMGOLEN: All long u we can ecoaoaical.ly produce gaa. 

19 once we dee• that it's no longer ecoaoalcally productive 

20 for whatever reason, operating costa or we can't deliver 

21 pipeline quality gas, for whatever the period 1a that 

22 equipaeat and this eatillate is reclaiaed, salvaqe value 

23 iaposed, credited back to the leaae, and the well bore 

2~ voes back to Island creek and becoae• the pluqglng 

~ liability of Island creek ae it aoraally would • 
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1 HR. MASON: I'• fuc111ated aa; to whether - how that would be 

2 accounted for, whether it would be an 111tang1ble or -

3 HR. SWARTZ: Ve~l, we have an op1111on. 

4 KR. MASON: It's totally unrelated to this, but --

5 HR. SVAil'l'Z: Vall, it is and it im't. I thiDlt it aight be 

s HR. VAHGOLEN: I thiDlt we had this arqaaent last night. 

7 HR. SVAR'l'Z : we were able to obta.1D soae viewa froa tax 

e counsel because we vera 111terested 111 whether it could be 

9 treated u a capital coat or not and I tbtnJc you aight 

10 want to share that with us. 

11 HR. VANGOLBN: It's our corporate tax op111ion that it's 

12 capital cost depreciated due to production just 11ke any 

13 other usage right • 

14 HR. MASON: Do you know what the events of teraination OD 

1S behalf of Island Creek would be? I aaan , can they for 

16 any reason just arbitrarily stop the use of th~s bora? 

17 HR. VAHGOLEH: They can't arbitrarily stop the use of the 

18 

19 

20 

21 

22 

23 

2.& 

25 Q • 

bore. 'l'bay can -- I'• not qo111g to say arbitrarily 

because all the leases 111 State statute allow tho to 

vent at anytiJDe for aiDa safety purposes. so that's two 

separate issues here . They can • t arbitrarily atop and 

say there • s been arranguanta for a few days and then -

well, we want it back. They have to aake beat efforts to 

produce pipelille quality qaa . 

(Hr. swartz c:ont111uea. l When you talJc about beat 
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5 

e 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

A. 

efforta, what are •o•• of the th1Dgl that Illed c:nu 
ce do and that the electrical equipaent at the .urface 

allowa you to do to increue the Ultelihood that cat 1.8 

coaiD; out of thel8 nlll bore• il, in fact, p1,peline -

I aean, Qive the Board •o•• idea of what you • re doing to 

generate pipeline qaalitY gal •• oppo1ed to gu that hu 

an 02 ~Peck problu. 

Obviously there • 1 been a aodification of CQ11Plet1on. 

Ve' re not drilling directly into the 3 ••aa aDfllOA. 

We're drlllinQ ~0 feet above. so n•re cnati.DQ 1oaetrhat 

of a friction barrier. once it'• QOhbed ObvioUilY it'• 

rubblized and it • s in co-unication, but what 1t cSoe.a 1.8 

create a friction barrier 10 that you're tryiDQ to 

aaintain juat aa cloae to %ero bottoa hole pruaure u 

poaaible at that point. Now, that•• allowiDQ all the 

QU to de1orb in the nll bore. U you auclt hard 111 

there you • re QOing to start draW1DQ aJ.ne a.ir. If you 

d.on' t suck bard enouQh the Qaa il QOi.DQ to start going 

tbe other way. Ialand creek haa installed aeth8De 

sensors in all the bleedera . That's alao titled u PLC 

syatu . If they aee readinQI underground and 1tart 

sayin; that they• re startinQ the gaa off, n ce do aoae 

th1n;s at the 1urface and 1ncreaae the apeed of th11. 

There • s a couple of th1D;a that we•ve QOt on our coa

preeaora . There are by-paea porta that buically 
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l 1Dcreaentally cut production or decrease production, for 

2 that utter, a twelve and a balf 1Dcreue. So one piece 

3 of equJ.paent can go for full capacity dotm to 50 percent 

• capacity and that can be further curtailed by •aking 

5 variable actuator on the auction valva. It is buically 

6 restricting or creating a pressure valve. 

7 MR. MASON: Is there any provision 1D th.18 -- u I understand 

e what you • va told ae, there are baaica11y two choices. 

9 You produce gas that hu a proper oxyven c~nent or 

tO pipeline acceptance or you can vent it. Do you have any 

u other cbo1caa7 Is there any 1Datallation of anything 

12 here that would, for instance, scrub oxYVen froa the gas 

t3 or anything U . .ke that? 

t• HR. VANGOLEN: Yes. As part of our aystu we have an oxygen 

tS scrubber that allows us up to 1 percent oxygen. 

16 HR. KASOH: That you can take that aucb out? 

11 MR . VANGOLEH: we can take that much out. 

18 HR. ~O.N: Is that part of this cost? 

19 KR. VAHGOLBH: No. That • s part of the cardinal atatea that 

20 you've heard a great deal about. 

21 KR. MASON: That • s part of the collection ayst .. ? 

22 HR. VANGOLBH: That's part of the collection ayatea. I:nitial-

23 ly we • re ooing to curtail that down to 1/2 percent OQVeD 

2.a when we qat the en;ineertno deaiqn criteria worked out 

25 and make sure we're not burning up catalyst u fast u we 
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• 1 can run vaa throu;h it. so that is basically our desiGD 

2 speck, 1/2 percent oxyven. Now, any viven wall aay 90 

3 over that. 

4 HR. MASON: You•ra ta1t.inv about the collection ll1x? 

5 HJl. VMGOLBN: Tba blend that hits the carcUnal ~tea baa to 

e be 1/2 percent oxyven. An4 the aore fraclt walla we brinV 

1 on obviously the acre off speck vu wa can brinv in. 

a It • a a conatant bland in allocation. 

9 HJl. MASON: Let ae uk one aora questJ.on, if I aay. I don't 

10 want to overdo ay time hera. In ravarct to thJ.a proposed 

11 provision to be incorporated 1n Board orders, u I 

12 understand it, this allows the operator to drill a new 

13 vall or perait a VVB to produce coalbed aethane VitbJ.n • 14 the panel for a unit which we have already pooled, ia 

15 that correct? 

16 HR. VMGOLEN: correct. 

11 HR. MASON: And what this would do would be allow you to qive 

18 notice and have thea aalte the a~action With respect to 

19 whether to participate or not and if ao bow. In that 

20 ra;ard With raapect to the walla that wa•re doinv now 

21 there ia always a Board approved coat. As I would 

22 understand this to be Upleaented, they would be aa.JtJ.nv 

23 an election Without that havinv occurred. 

24 MR. SWARTZ: tJp front . 

25 HR. MASON: I understand that • 

• 
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KR. SWARTZ: But there 1• a 41at1nct1on that nae48 to be 

2 noted. 

3 Ka. HASOH: '!'bat • a the point I • • trying to .U.. 

• HR • SVM'l'Z: RJ.aht. 

5 Ka. MASON: Is that in effect the t.Ue could ..-pire for thu 

e to .aka th1a election prior to the Board taking any 

1 action on the allowable costa uaociated With that wall. 

11 KR. SWARTZ: I'a n.ot sure that's true. Ky approach to 

9 

10 

n 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

this - I agree with your atateaent that there 1a no 

provision for the Board to pass up front with regard to 

the reasonableness of the coat, whether 50 percent of the 

cost are beiDa passed along u being justified by 

increased pro4uc~on or whether all of it and trhether the 

aaount of the cost 18 appropriate. '!'here 1a no ~uion 

in here for the Board to pass on that qp front. '!'he way 

that I look at thi.a and obvioudy you can tum either 

way, the Board has continuing jur1a41ct1on over coat. 

An4 you have a choice. You can do what you beard froa 

Pocahontas th1a aoruing. I th1nk what they repreae.nted 

to you all 1a 1f that they were going to drill ad41t.1oJUll. 

WH wells they would cOJ:Ie back aff1raably. Or you can 

do it this way. A typical JOA, joint operating agree

ment, that people enter into provides this. Ky aaaa.p

tion is that 1f people are unhappy or d1aaat1af1ed with 

tbe cost or the work that • a propo .. d to be done or the 
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2 

3 

fact that there • a a proposal and they need to ahara 1Jl 

it, the BOard ba.a, as I understand, in the statute and 

under re;a continuiJl; jur1.841ct1on and it really 1a your 

c pleasure. But there bu to s011e aechaniu. I aean, if 

s your pleuure i.s that you would prefer we coae back and 

6 ;at approval up front and see every one of thue even if 

7 there are no objections, that • a your call. our prefer-

a ence vould be -- since ve don • t aee the voluaa of 

9 objections that you ai;ht expect on a lot of iJUIUU 1Jl 

10 front of the BOard, our preference vould be to qive the 

11 kind of notice that • s contuplated here and if soa~ 

12 bas a problu they have a rt;ht to coae in. 

13 MR. MASON: Ve11, IIY follow-Qp question would be is you 

believe the Board baa the authority to do this. 

IS HR. SWARTZ : Yes . I aean, subsequently th.at if soaeboclY 

t6 coaplaiJla you all --

17 HR. MASON: No. I'a talki.nQ about to put a person 1Jl the 

18 position of bavin; to 11ake the election prior to the 

19 Board actin; on the cost, do you believe the Board baa 

20 the power to do that? 

21 HR. SWAR'rZ : I th1Dk vbat would happen is the person would 

22 come in and say the coats vera unreasonable and they 

• 
23 could have not been forced to aa1te an election. I thiJlk 

24 that ' s vbat happens, Bill. 

25 KR. MASON: But then they've got to take aoae aff1raat1ve 
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action to do that. 

2 KR. SVARTZ: Absolutely, no qu .. tion about it. 

3 KR. MASON: At their own expenae or whatever. What I'a 

• conceraed about is that it 18 your belief that we have 

s the authority to do that and what I was qoing to uk you 

s is what you base that oa. 

1 HR. SWARTZ: The deaiqnated operator, once they are designat

8 

9 

10 

11 

12 

13 

1. 

15 

16 

17 

18 

19 

20 

21 

22 

ed, can be qiven the rivht to operate that unit. I aean, 

this is just my personal opinion. But you can give that 

desiqnated operator a biq bundle of rivhta for the future 

without cOJilinv back for quidance or control or you can 

qiven thea a little bundle of rights. I think that 18 a 

policy decision. You mow, do you want to do it end 

maxt•tze the trips back or llliniaize the trips back and 

that • s a choice and there are legitiaate reasons to aake 

either choice. And I want you to understand that we can 

live with either one. We would prefer the one we've 

proposed. once you deaiqnate an operator you're qtvi.ng 

that operator the right to drUl wells an4 work that 

unit 1f you want to. You can also vet an order and say 

that they can only do the two wells that have been 

approved. 

~ KR. MASON: I waa looking at a provision in here where it 

2.a tal.ks about approving coats. I quess it • a c-5 under 21. 

25 KR. SWARTZ : Well, sort of. The one I've always looked at 1a 
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1 o under 21, •'l'be Board shall resolve all CU..putea ar181.Dg 

2 uonc; c;u or oU operators regarcS.iD; the uount and 

3 reasonableness of well operation costa, shall by re;ula-

• tion estabLish allowable types of costa •hich aay be 

s shared 1n pooled gu or oil operations.• I've always 

6 read tbat as broad enouc;b to enco~ass both before, 

1 after, and durin; costa. ADd there's no tiae liait on 

a tbat. I • ve always looked at tbat as a cont1.Du1.n; 

9 jurisdiction. And tben the coat regs - tbe peraanent 

10 revs --

section 10. 11 MR. CHAIRMAN: 

12 MR. SVARTZ: I believe 1t went witb the notio.n of cont1nu.1.ng 

13 juris diction. Ob --

f4 MR. MASON: I just want to 11alta sure 1f •e do tb1a we're not 

tS runni.Dq afoul of some 11anc!ated requirement that we 11aka a 

t6 detanainat1on of reuo.nablenesa prior to thea having to 

11 make that election. 'l'bat•a 11y only concarn. 

t8 Hit. SWARTZ: Ub-bUh. 

19 HR. MASON: Because we • re shifting the burden here from the 

20 person wbo • s seeJting to be the operator or to create tbe 

21 poolinq to someone coainq 1n and Objecting. 

22 HR. SWARTZ: 'l'bere 1B 11uc:b to be said for your position and I 

23 can't really arque witb it. 

24 HR . HASON: I mean, I don't know whether it's the beat tbing 

25 to do or not. I • a just trying to aaJte aura whatever we 
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• do we have the authority to do it. 

2 KR. SWARTZ: BUt what I want you a1l to understand is it u a 

3 policy decision, that I aa not pretending that we have 

4 the ability to aalta for you a1l. We would pre.fer to see 

5 what we have aubllittad in Exhibit B beeauaa we tMnJc it 

e is aclw1n1atrat1vely easier on us and perhaps on you. You 

1 aay not share that view and then there is another 

e solution. 

9 KR. FULMER: I'll just offer this. 'l'he Board bas a right for 

10 increased density in any unit. It can grant that. 

u However, aa far aa peraitting a vall, the royalty owners 

12 or whatever are already put on notice once the perait bas 

13 been subiDittad. so they cannot dr1ll th.e wel.l unless • 14 they gat a perait. so they are already put on notice and 

15 at that tilDe they have a right to object. Row, it would 

16 not be in front of the Board, but it would be in front of 

11 the inspector. 

1e KR. HASON: so there are soaa things built into the ayatu 

19 that would ;iva tho an opportunity --

20 KR. FULKBR: It comes in the reverse back door, but it's - I 

21 think the main thing that we•re talJcsn; about here is 

22 increased density within the UIUt. 

23 HR. SWARTZ : That would be the only way you could get these 

2• wells. I aean, once you're beyond one va•re into 

~ increased density • 

• 
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MR. FULKER: I don't know if that clarifies anything, but 

2 that's ay thoughts. 

3 MR. CBA%1UCAN: AnY other questiona? 

4 (Witness stands aside.) 

5 MR. SWARTZ: I have a few questions of Hr. Bree41Dg. 

e 

7 STBPBEH G. BBIBDl:RG 

a a witness wh.o, after having been previously sworn, vas 

9 exaained and testified as follows: 

10 

11 

12 

DillBCT UAMI:NATION 

13 BY MR. SWAllT%: 

1.& Q. 

15 A. 

16 Q. 

17 A. 

18 Q. 

19 A. 

2D 

COuld you state your nue for us again? 

My nue is Steve Bree41Dg. 

I'll ruind you that you • re stUl under oath. 

Yea, air. 

Who do you work for and what' a your title? 

I work for Island creek coal Co.pany. MY title ia 

Coalbed Methane coord1Dator. 

21 

22 

23 

2" 

25 

Q. Kr . Breeding, I • • going to show you what we have had 

marked as £xhibi t G or a portion of Exhibit G with regard 

to this unit, this active gob unit. It's Page 1 of 

Exhibit G and there are eight well bores ahcnm on two 

lon;wall panels on that exhibit, correct? 
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fS 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

'fee, sir. 

Which of the valle have been drilled and w!Uch have not 

as yet been drilled? 

I think the vella that have been cSrUled are ~ the 

wells in the 9-D panel which voul.d he our 5. Zit, 5. 285, 

5.286 and 5.287. 

Allcl would it be fair to say then that all of the vella 1D 

10-D have not as yet been drilled? 

I' a certain that none ot those vella have been cSrUled. 

Have you aac1e an effort to deteraine either the actual or 

proposed c1apth of all of these eight valls? 

Yes, I have. 

ADd could you tell the Board, just atau for the record, 

what the depths of each of the ei;ht valls are? 

Sure. Nov, again, you '11 have to understand these an 

projected depths baaed on our initial projects and the 

initial location. These first four vella have been 

drilled. However, our accountinG 18 not up to date nor 

is the completion infonation up to date . 'fhue have 

been drilled Within probably the last couple of aontha. 

It's also co•plicatad by the fact that ve•re ;oin; over 

from paper authorization for drlllin; hack into a 

coaputer aystu and thin;& are la;;in; behind now. 'fhat 

actual drilling coat and actual co~letion 1nforaat1on 

will be available probably Within the next thirty c1aya or 
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7 

8 

9 

t O 

tt 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

Q. 

A. 

Q. 

A. 

so. What I have here are projected costa an4 projected 

deptha baaed on our initial peraitting. well 284, the 

projected depth waa Z,lOO feet . Well 285, alao was 2,200 

feet. Well 286, 2,260 feet. Well 287 , · 2,000 feat. Well 

288, 2,400 feet. Well 289 2,900 feet. Well 290 was 

2 , 450 feet. well 291 waa 2,400 feet . 

And have you also with regard to thue wells -- and I 

understand that they• ve been recenUy 4rilled and you do 

not have actual figures. Have you aa4e an effort to 

prepare an estillate with regard to the costs of the wells 

that have been drilled and the wells that are yet to he 

drllled? 

Ye.s, I have. 

Could you tell the Board what you have done hopefully in 

an effort to viva thu a reasonable estiaate? 

Well, we•ve had quite a bit of eJCI)arience. We nomally 

as a part of our ventilation hole procus do estiaates 

prior to any actual dr11111lg for our own accounting 

purposes and budgetillg purposes. We do it just a 11tUe 

b i t differenUy. we have it broken into five or six 

major categories . so what I've done on these well 

estiaates bare is tried to break those categories into 

more particular categories -- the type of categoriu that 

actually are usually seen and you'll be farail1ar with. 

I've done this through the help of our contract driller 
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6 

7 

8 

9 

10 

, 
12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.1 

25 

• 

Q. 

A. 

Q. 

wbo • a vrouped these t.hin;a for ae. But What we have on 

284, and a;ai.D thiJI is a projected well coat, 1.8 a total 

of 1242,000. OD well 285 the projected coac ia 1206,493. 

Well 286 total eatiaated coat 1a Ull, 993. AVain, all 

th1a 1Dforaat1on 1a a handout that Hark ia bandtng out. 

well 287 ia 1236,993. The total eattaated coat on well 

288 ia 1228,492. The total eatiaated coat on well 289 

1a 1232,492. For va1l 290 the eatiaated coat is 

1238,492. ADd for well 291 the projected coat 1.8 

1259,492. I want to point out agaiD that theae are 

eatiaated costa, but we've bad quite a bit of experience 

in doing this. We've probably drUled over 300 of thue 

ventilation boles and our estillatea are very accurate in 

voiD; back and coaparin; actual coats versus our 1Dit1al 

esti.Dated costa. so I would expect our actual coat to be 

very close to these. 

Do the aizes of these well bores and the usoc1ated 

pipin; vary? 

Yea, 1D aoat cases -- well, 1D a011e cuea. Koat of these 

are Dine 1ncb boles with the exception of well 287 which 

is an eleven inch bole. But, a;a1n, the cU.ffennt1al 

coat 1n the caain; baa been taken into conai4erat1on in 

the drlllln; coat -- the eatlllated cost here. 

You were bare when Hr. VanGolen testified with regard to 

hie underatandin; of what rights OXY wu attupting to 
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8 

9 

10 

" 
12 

13 • " 
15 

18 

17 

18 

19 

20 

21 

22 

23 

2.& 

25 

• 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

ne;otlace in aqreeaent with your coQanY Uland creak, 

were you not present? 

., ... 
vas his description of the situation that the title to 

the well bore would not tranafer, that the vas would 

change banda across a fence? Vas h1a deac::ription 

generally con.s18tent with your underatandinv and if not, 

tell ae how your anderatandinv would 41ffer? 

Yea, that's coll8iatent. It's coll818tent with IIY under

standing that the possession of the vas would take place 

at the fence line. 

And who would retain ownership of the well? 

Island creek would retain ownership. 

And is it your understanding that the rtvht to use or 

take clel1very of the vas and the duty on Island creu•a 

part to aa.ke beat efforts to deliver pipeline quality 

qas? Is it your understanding that those duties and 

ri;hts would continue either for the life of the lease on 

the coal.bed methane or for so long aa the qaa could be 

produced economically -- that the well aade econoaic 

sense? 

Yea , that is correct . 

What reason or reasons does Island creek have to retain 

ownership or retain a level of control with re;ard to 

these well bores? 
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well , I tb1nlt first and foruost 1e the aine safety 

concern . Kine safety baa always been the prilae cou14er

at1on in this project and I hope it still 1.8. Nothing 1D 

• the operation of the well can c011proaue the safety of 

s the undervround ainera and I think eVtiJbocSY 1.8 a;reeahle 

a to that . The operation of the well hu to be done 1D the 

1 aanner so that it deem' t CQ~G~roa1ae the underground 

a operations. And li.te Glen pointed out, we've developed a 

9 rather exten.aive undervround and surface ll0Jlitor1Dg 

10 ayatu. Bvery action bas a reaction and actiou on the 

11 surface have reactions under;round and it's very i.Jlport-

12 ant to understand wbat each action and reaction under-

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

25 Q • 

;round, wbat the cause is and wbat the corrective action.e 

are . And that in itaelf 1s ultlaatel.y illportant. Lilte I 

say, we've be• n 1D the ventilation gas production 

business really for -- right at 20 years now, over 300 

ventilation boles and we've developed a great deal of 

expertise in knowing what's bappeni.ng unde.rqround and 

wbat can be done on the surface to correct that problea. 

Aa far u actually vbat orr 1s purchasing with reapect to 

tbis right to use tbe well, esaentially vbat you're doing 

is offsetting the total cost of drilling the bole that 

would have bad to bave been drilled if not for this 

particular bole. 

I think you were also here wben Kr . Gordon and Kr. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1t 

12 

A. 

Q. 

A. 

VanGolen testified with regard to the •150,000 pure~• 

price that they hope to obtaiD th.ia r19ht for. llU that 

price been agreed on? 

Ho, it's not bean agreed on. 

Givan what you have paid for thue walla, can I as8UIIe 

that there is a011e effort afoot on your ccmpany• s part to 

get a higher nuaber? 

I could say you could definitely say that's a possibil

ity. Of course, there's a bargaining po1Dt. ve mow 
what the well coat us and orr mows what they're Willing 

to give for it. so the negot1ationa are underway and 

nothing has actually been f1Dalized yet . 

13 HR. SWARTZ : 'fhe last thiDg that I want to bri.Dg to your 

14 attent.ion, over lunch we had a chance to put our heads 

15 t .ogether and we want to go forward with the application 

16 as fUed and our request 1a that orr be designated the 

11 operator for purposes of the unit as we have ~eated 1D 

18 the papers that were filed and we wil.l not be petit10Ding 

19 to uend verbally or otherwiae and we want to stand on 

~ our application as filed and we are requeat1Dg that the 

21 Board, 1f 1a should approve this application, appoint orr 
22 as the unit operator. 

23 HR . CHAIRMAN: In this Exhibit I that you just handed out, 

24 hare aga1D I believe the docket nuaber should be 0195 and 

~ correct ae if I'a wrong. 0193 was the one that was 
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1 cUsai .. ed. 

2 MJt. &VARTZ: I'• not sure that we want to cha.Dge thi.a, Hr. 

3 Cbairaan. ve have extra copies and we are going to offer 

• this again in the otbe.r three. 'l'be nwabers are the sue. 

s All the wells are the sua. If you want u to we can 

8 change it, but if we could sillply have the record reflect 

1 that we subaitted ten c:opiu of an bhibit I 1D 0193 in 

8 this •attar. If you want us to renwaber it we will, but 

9 this exhibit is the sue for all allc of these unita. It 

10 was prepared for one that wu d1..8111ased which we cUdD • t 

u mow at the t1ae we cUd it 1t vu going to be diaa1.11aed. 

12 If you want •e to ranwaber it I v11l or if we can juat 

13 aake it a part of the record • 

1• KJl. CJDUllMJUi: I thint as long u the record is clear that 

1s it • s introduced in doc:ltet nUIIbar 0195 re;ardlus of what 

16 you have on it. 

11 HR. SWART%: correct. 

18 HR. CHAIRMAN: As long as we're clear on that. BUt at the top 

19 it does say 0193 which wu the cue that vu diniaaed. 

20 That's the only reason I was concerned about that. Any 

21 other questions? 

22 KR. MASON: steve, tchat • s I a land creek • s relat1onahip to ozy. 

23 USA? 

2.a HR. BRBEDING: oxr ia just -- I'll Wle the word sister 

25 corporation to Ialand creek. ve•ve both owned by 

144 



• 

• 

• 

Occidental Petroleua. 

2 HJt . HASOH: But thay•re operated separately? 

3 HJt . BREEDING: separately, yea . 

• KR. MASON: Do you Jmow of any tranaacti.ona 1n which th1a type 

s of purcbue of ri;bt to use the bon bas been entered 

6 into between atllS len;th nonaffUt,ated cowpaniaa? And I 

1 would aak that of any of you all. 

a HJt. VAHGOLEN: Yeah . Tbere• s well bora usave purchase 1n 

9 workin; interest and qu walls 1n Oklahoaa, Texaa, 

10 Louisiana . 

u KR. MASON: Do you have soae pe.rsonal knowled;e of that? 

12 KR . VMGOLEN: Yeah. 

13 KR. MASON: Do you bave any idea wbat tbe priein; is on tbea? 

14 KR . VAHGOLEN: It's usually baaed on a parcenta;e of year 

15 proc1oct1on tbrou;b tbe well bore. 

16 KR . MASON: so you pay on the user basis? 

11 KR . VANGOLBN: You're basically pay!n; for a straw Within a 

18 straw, u the analo;y. 

19 KR . MASON : Wbat I'm concerned about 1a is there any external 

~ evidence related to third party nonaffiliated trana-

21 acti ons tbat would 8\lpport the values bein; usiped to 

~ this bora usa;e . 

23 KR. VANGOLEN: Yeah . I know of it personally and tben I had 

24 aoae conversation with our counsel Patty Patton last 

25 ni;bt that abe also - that was her analo;y • A straw 
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1 within a straw•. 

2 HR. MASON: well, I understand the analogy, but x•a illtenated 

3 1n the coat. I aean, do you know of any particular 

~ situations 1.n which -- but you're saying it's bued on 

s usage rather than a aingle purc:base? 

6 MJl. VANGOLEN: Yeah. If there is a usage price for a ful.l 

7 wall bore than you • re basically buying your percentage of 

8 usage froa that well bore. 

9 HR. MASON: so if you were uaillg 20 percent of the capacity of 

1o the bore you would pay 20 percent of the well cost? 

11 KR . VANGOLBN: That' a right . 

12 HR. MASON: It ' s interesting to •• -- J:'a looking at Exhibit 

13 I, Page 1, detailed wall eatiaate -- that if you look at 

14 

t5 

the things on tbia list road and site construction is 

S35 , ooo. would this road and site be of any benefit to 

t 6 Island creek other than with respect to thia gas produc-

17 tion? 

18 HR. BREEDING: Tba total reason for construction of the road 

19 and site ia to deliberate gas. 

20 KR . MASON: I understand that, right. BUt the other equipaant 

21 related to this VVH -- let ae just get to the point. 

22 It ' s kind of interesting to ae that power -- I aasUIIe 

23 that • a to run power to this aite . 

2.a HR. BREEDING: Ub-hub. 

25 KR. MASON: If you add those two nUilbara it coaea to ns,ooo 
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1 

2 

3 

which you take froa no&, ooo is atr1lt1ngly close to tdaat 

is be ing paid for the bore. It seeaa to ae the two 

things there that aigbt he of cont1nuil:lg benefit to the 

~ aine u far u a WB 1a concern is about tdlat the 

5 difference between what huically the gu line - that 

s aay be coincidence because I bappan to he looking at 

1 this one . 

8 Kit. BRKBDIHG: Row you know 11Y bargaining podtion. 

9 KR. NASON: I aean, even after thia ia no longer being able to 

1o be \18ed es a producing gas well hecaue of the ahUity to 

, produce gas at a sufficiently low oxyve.n content and it • a 

12 

13 

14 

15 

16 

17 

continued use as a ventUation bole to daqas the gob, the 

road and the power wUl be a cont1nu1ng value to that 

operation. Maybe aince the price for this 1a not finally 

solidified -- I'D sort of beating at something and don't 

know where I ' • going. But ay 1nit1al concluaion 1a the 

1150,000 represents a pretty significant aaount of the 

18 well r e lated coat . I guess that's wbat I'a trying to 

19 aay. Thanlt you . 

20 KR . CHAIRMAN: Thank you. Other questions for this witnua? 

21 I know we ' re treading, but I thSnk we • ve put ouraelvu ill 

22 a position of having to treading into ao11e territory we 

~ typically avoid a little hit, but wbat kind of uaaqe 

24 rights are assigned vitb this well and bow are the 

25 attributable to the individual operator? Do they qo back 
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1 to orr aa the successor? 

2 HR. VANGOLEN: There • a really a contract in place between OXJ' 

3 and Uland creek that ISland creek baa to do certain 

• thin;a to prefora and deliver vaa and OXJ' baa to do 

s certain thin;a in order to aake the beat efforts to -

6 the 11ue beat effort type thinG to produce th1.B vaa in 

1 aarketable quantity. Tranafer of cnmerahlp 1.8 not taltiDv 
~ 

e place between the two corporationa. Liabll1ty is 

9 retained w1th Island creek for the well bore i.Qclu.din; 

to plu;;1nv liability - u I aatt.in; to your question? 

11 MR. CBAIJtMAH: Could you asai;n uaa;e right. to auccuaor 

~ operator? 

13 MR. SWART%: The anawar to that question bad better be yaa • 

,. MR. BRB£DING: Yeah, I think ao, provided the contract 

15 allowed for that. 

16 MR. CBJURHAN : Provided the contract allowed for 1t. Would 

11 you enviaion any conditions on th.oae aaa1;nable rights? 

18 Wall, I th1Dlt that raises these JtiJlda of questions. 

19 thouob, of what's talti.na place bare. I'a not trying to 

20 be mean, but is this a deal that can only exiat between 

21 art and Island creek or is this aoaathiD; --

22 HR. BREEDING: I don't th1Dlt 1 t' a anticipated that way • BaDDY. 

23 I think it would be aoaethina that could be transferred 

2.a to a -- fro• Island creek • a standpoint we need to treat 

25 it aa if they are another corporation. Although we have 
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corporate leverage, there 18 ao guarantee that they'll be 

2 there ten years fro. aow. so we have to cut a deal now 

3 that we can Uve with regard.leas of who hu po88USiOD. 

• KJl. SWAJlft: I tMak th.e goal bavi.Dg participated u c0\ID.8el 

s 

e 

7 

e 

9 

10 

11 

12 

13 

14 

15 

16 

for orr and 1n looklng at acme of the agneauu that 

have beu entered lnto by thue two c~an.lu over tiae 

the goal ia always to enter 1Dto an agneaent that would 

not -- to be workable bi.nge upon whether or not these 

coapan.les remain sister ca.panies. I aean, the agree

ments are crafted - although the negotiating aay occur 

1D a corporate fu.Uy, the agneaenu are crafted to 

stand on their own once they• re entered 1Dto u if thue 

co11Panie8 bad no relationship one to the other. And I 

can a88ure you that the right to U8e this well bore froa 

on • s stanttpolnt 18 they will fight long and hard to 

aake sure that that 1a freely assignable. 

11 HR. VMGOLBN: If Island creek is sold we would 8JCP8Ct to 

1a still have the right to use that well bore. 

19 HR. BVANS: okay. That was ay next question. Does it go back 

20 the other way also. 

21 HR. SWAATZ : llight. It would have to . 

22 HR. VANGOLEN : If these precluding assets are sold to soaebody 

~ we would assume that those rights are assignable to the 

2-* next producer. 

2S HR. MASON: Just in tenu of one of the other questions and 
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t•a not certain you aay not want to annar tht., but in aoae 

2 of these other walla that OXY OW1UI and will ultiaately will 

3 pus through thi.s pre-aiDe, •in• and then 9ob phue, at the 

4 point that they are no longer able to be utUized by OD u 

5 gu walla 1a Island creak going to be wUling to pay tha 

s 1150,000 to use those bores 

1 before --

8 HR. BREEDING: Not likely. 

9 HR. SVAR'rZ: Depending on who you • re ulttng you're going to 

10 get two different answers. 

11 HR. CHADUCAN: well, obvioualy this wbole line of questioning 

12 hu a lot to do with our charge of protecting c:orrel.ative 

13 rights of ind1V1dual.s involved and 1f aaaeone el.ecta to 

participate. we•ve got to know what they're electing to 

15 participate in. 

16 HR. FULMER: I don • t see any difference between t.b1a and the 

11 lease. Tbere• a no di.fference between t.b1a and the 

18 leaae. If you bave a lease and that lease is assignable, 

19 it' a the sue thing. 

20 HR. VNiGOLEN: Yeah. If there's a change in operatorahip of 

21 this un1 t there 1a a procedure in the regul.atiolUJ to 

~ afford for that. Sale of an asset, there 1a also a 

~ different proceeding for that. 

24 HR. MASON: so there again, the whole part of that depends on 

25 wbat the lease says . 
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KR. C8AilliQN: tight . 

2 MR. KASON: It within itself containa the tera. of usi;n-

3 ability and so forth. Let ae aak one other thi.Dq. Aa I 

• understand it, I aasuae the position of OCcidaDta.l that 

s they by virtue in their coalbed aethane leue are the 

a owners of this aethane c;ru that will be in this vob area 

1 and then that vu would be transported up th1a bore 

8 through this aecbantn into th18 T. At that point the 

9 gaa would be delivered to OXY . so buically you•ve qot 

10 this vas that' 8 owned by OXY that • s beinv transported 

11 through this aachan1.8JI that• s owned by Island creek untll 

12 it' 8 delivered to thea . 

13 MR . BWJUlTZ: Well , x•a a little disturbed about - I ·'• not 

1. 

15 

sure we're telling anybody we own - I aeu, we aay 1f 

this unit 1B force pooled we aay wind up with 100 

18 percent of the working interests. 

11 KR . MASON : I anc1e.ratand. BUt you're a cla.iaant, are you not? 

18 MR . BWARTZ: Right. 

That's right . I agree. 19 MR. MASON: 

20 MR . SWARTZ : Yes . I have a claia to th1a vaa and thie 1a the 

21 kind --

22 KR . MASON: I understand that. But you • re cla1a1Dg aoaebody 

23 owns it . 

24 MR. SWARTZ : Right. 

25 MR . MASON: And you're one of the claiaants to it • 
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t KR. SWAaTZ: llioht. 

2 HJl. HASON: I vueaa what I'a interested in 1a that you've QOt 

3 th.ia vu and it's beinv tran.aportecl in th1a fonip eNDed 

• ve .. el, 1f you vill, up to the point that you take over 

s the transportation of it and you don't own it. I vuua 

e I'D kind of fuc1Datecl by who'a reQ)On.a1ble for it While 

1 it's there? 

8 HJl. SWAan• Ialand creelt hu -- they want to be. I aean, 

9 they want to responsible for the --

10 Hll. MASON: l8 that what this is all about? 

11 HR. SWARTZ: lliqht. 

12 Hll. MASON: It's that fact th.at they have raspon.a1bU1ty for 

13 

1. 

that vas froa the tiae it leaves the vob as 1t'a trans

ported up tbrouvh the bore tbrouvb whatever and 1a turned 

15 over? 

16 KR . 8R.£Bl)IHG: Through our aiDinG riohta we have the rivht to 

11 ventilate that vas . we have the right to actually vent 

18 it into the air. 

19 KR . MASON : 

20 KR. FULMBR: 

Well, I understand that. 

Kr. Huon, would it help you to Jalow that Ialand 

21 creek won • t be able to deliver that vas to orr unUl they 

~ vet a per.it tbrouvh ae? 

~ KR. MASON : Yes, air. 

2.& KR. SWARTZ: That's true. 

25 KR . HASON: Thank you. I'a just tryinq to qat a qraap OD 
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1 exactly the relationship of these pieces and Mho'• 

2 reiJPQMlble for what and who hu what when it' • all over 

3 With. 

4 MR. EVANS: Wbat I was asking about and loollllg at 1.a the 

5 abllity to have a well operator and an unit operator to 

8 both be d.ifferent. 

1 MR. SWAR"l'Z: correct. It's IIY legal opinion that the statute 

8 clearly conteaplatea that for what it's worth to you all. 

9 MR. CIIAlllKJUf : Have you rested your case? 

10 MR. SWARTZ: Yea. I tried to a long ti.ae ago. 

u MR. MASON: Chai.man, I llOVe that this aeetinq be recessed 

12 with the Board t.aed.iately reconvaninq 1n eDcutive 

13 closed session for the purpose of conaultat1on with leqal 

counsel and/or br1ef1n5l8 by staff aeabera and attornap 

15 pertaininq to aceual legal aattera within the :luria41c:-

16 tion of the Board as penttted by section A, Paraqraph 1, 

11 of the Virqtnia COde section 2.1-344 of the COde of 

18 V1rq1n1a. This aotion 1B aade With reqard to aattera 

19 identified in the Board agenda nual-U' 0195. 

20 KR. CHAIRMAN: we have a aotion. 

21 KR. EVMS: second. 

22 HR. CHAIRMAN: A motion and a second. All 1n favor sax xaa. 

23 (ALL AFFIRM.) we in executive a .. aion. 

2.& (THERBVPON, THB BOARD WENT INTO EXECUTIVE SESSION ARD 

2S A.n'ER DELIBERATION THE PROCEEDINGS COln'INU'BD AS I"'lt....VS:) 
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• 1 KR. CHAIRMAN: I • • voiD; to read 1D the certification of 

2 executive session, •whereas the V1r;1D1a Gaa &D4 011 

3 Board hu convaued 1D tutac:utive aeetinv OD th1a date 

4 purauaut to au affiraative recorded vote &D4 1D accord-

s aace with the proviaious of the V1rq1Dia rreedoll of 

6 In.fomation Act au4 whereu Section 2.1-344 .1 of the COda 

1 of Vir;i.Dia requires a certif1c.at1on by this V1rvi.D.ia Gaa 

8 aad 011 Board that such executive aeetiDV was ccmducted 

9 1D conforaity with the Virginia Law. Now, therefore be 

10 it resolved that the V1r91Dia Gas aud 011 Board bear by 

11 certifies that to the beat of each aeaber• s knowledp 

12 oDly public bua1Desa matters lawfully exa.pted froa open 

13 aeet1Dv requireaauta by V1.rv1D1a Law were disc:uaaed 1D • 14 the executive aeetinv to which this certification 

15 resolution applies aD4 only such public bua1Deaa aattera 

t6 as were identified 1D the aotiOD conve.n.inv the executive 

11 aeet1D; were beard, diac:uased or conaidared by the 

18 V1r;1D1a Gas aud 011 Board. • I would ult each aeabe.r to 

19 identify yourself at role call 1D yea or no. 

20 ( ROLB CAU.Rl). ) 

21 KR. CHJJRHAN: okay. Wbat•a your pleasure? 

22 KR. HASON: Hr. c:bainaau, after d1ac:usa1Dv varioWI legal 

~ aatters 1D revard to this with our counsel aud 1D looltinv 

2.a at ay thoughts, I have soae very atronv ruervationa 

25 about whether or not we have sufficiaut evidence before 

• 
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• 1 us u to what it is that the coat related to the acqu18i-

2 t1on of bore hole usaqe right• froa IdaDd creek are an4 

3 the reuonablenu8 of the aaount that' • being pud for 

• tho . I don • t have any probleaa really with any other 

5 part of t!da pet.ition and I unfortunately feel lilte that 

a the cauau of necessity to aaJte aD election 1.a an 

7 eaaential part of the graDt.i.Dg of the forced pool1Dv 

a application, that this petition be deferred to aucb t.1Jut 

9 u the appUcaDt could pruent us with a aol14 unde.r-

10 standinq of the agreDant between Island creek &D4 oxr u 

u to what it i8 that' 8 being acquired and the reasonable• 

12 ness of the uount being paid for that. 

13 MR. c:::&AillKAN: Do yau have any ti.Jie 1.1Jiit7 

• 14 MR . MASON: I que88 I woUld like to uk counael for the 

15 applicant if be bu any feel for when we would like to 

16 accoaaodate. 

17 KR. SWARTZ : Well, if we don • t do aoaethi.Dg today, u I 

18 underataDd it and Glen aay be able to tell you this and 

19 steve , the costa will all cbaDge because one of the 

20 panels wUl probably drop out of these unite because of 

21 aininq and venting. I don • t know bow long it voUld take 

22 yau all to reach a vrittan agreeaent which I think is 

2J what H.r. Huon is aak.inq . But what I u augqeat1Dv to 

2• the Board 1D response and ve '11 get an anaver to your 

2S specific question 1& --

• 
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• KR. MASON : With this thing going I'a hav1D; a real hard t1aa 

2 hearing you. 

3 KR. SlL\JlT%: I'll have Glen give you soae estiaate 1f he c:a.n 

• with regard to how long he thiDlta 1t al;ht take. Ky 

5 concern is that --

8 KJl. MASON: We're ukiD; you if we defer t.b1a application to a 

7 date in the future what ia your - we don • t want to aake 

a it a date which puts an undue burdan on you. 

9 KR. SVAJlTZ: Well, what's going to happen if we defer th1.8 

to even tUl the next aeeti.Dg, and correct ae 1f I'a wrong 

tt or give thu soae guidance on thia, it ia ay i.apreJiaion 

t2 baaed on d1acuaa1ona I • ve bad with ay el1enta in prepar-

t3 in; for tbeaa bearings that the first lon;wall panel aay 

• t 4 DOt be --

tS KR. VANGOLBN: The 9 developaent in the application, there 

t& will be no need to pool it because it's about half way 

t7 aiDed right now. so wbUe that • s coae forward and -

te we're not even going to worry about production on the 9 

t 9 developaeat and juat start worrying about production on 

20 the 10 developent. If we could satisfy your require-

2t aent, qive you a number before an order 1a entered or 

22 before an order is issued within the next week or 

23 soaet.biD; lUte that would that satisfy you? 

2.a KR . SWARTZ: Well, I don • t think be • a aakiDg for a auaber. 

25 Re • a asking for a writ tan a;reaaeat • 

• 
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1 MR. VANGOLEN: I underatand. 

2 a. KASCH: I ju.t don't feel like an4 I vuua I look at ay 

3 other Board aeabera 

4 MR. CBA.IRMAR: we don' t feel like. 

s KR. MASON: well, we don't feel like that we're in a poaitiOD 

e to uk soaeone to aalte an election to participate in th1e 

7 baaed on the inforaation we have. 

8 KR. SWAaT%: Let ae uk you this. I don't Jmow the azunrer to 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

this question but let ae uk it because the problu 18 

the qu 1B the nuaber 9 panel 1e voing to be wasted 

between now and the next bearing if we don • t have an 

ability to produce it. Let ae uk you would th1a be a 

po881bU1ty because I don • t sanae that you • re troubled 

that I •a not aalrtng you to reapon.d. But because that I 

don • t sense that you're troubled with anytht.ng e1se other 

than what you've raised u a QrouP, 18 there anyway that 

you could approve t.b.1a so that t.hia gu could be aark.eted 

and leave open the final resolution of the one coat 1tu 

that we • re talk.1.ng by presentat.ion of this docwunt to 

tha next bearing so that et least thia gaa can be 

aarketed and escrowed and we'll have a aechaniaa -- I 

aean, we have the production nuabera, the funds w111 be 

there, so that tba gas is not wasted and yet the people's 

election rights will not run until the nut bearing when 

we lay this signed aqreuent on the table so that you 
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• have aoaethi.Dq to atudy. I aeau, Vhat I sanae u J'OU 

2 can • t put a seal of approval on nu.hen to vtve people 

3 election rigbta because you're sensitive to the ta.u .. 

• you • ve raJ.eed. And ay auqqeation u cau ve defer that 

s one 1aaue. bave an order 1D place With that open and the 

e election riqbt.a not ran. ve mow vbat the cnmerahip 

1 situation 18 and we mow what ve need to ucrov. ve Ja1ov 

8 vbat va need to bold untU people elect. can va leave 

g that open and th.en give people e~ection riqht.a to run 

10 fro. that po1Dt forward so that ve do not vet 1D a 

u position vbere va cann.ot aarket the qaa froa the naber 9 

12 pan~. 

13 HR. NASON : so you • re aayinq that you could enter the order, • 14 but have the ~action t1.ae period run froa the date for 

15 vhicb the costa associated are better daterai.Ded? 

t6 HR . SVMTZ: Ri;bt. And I don't tbtnk tbe etatute. ifiQ' 

t7 auory serves ae riqht. seta the ti.Jie frue for elec-

18 tiona . I thtnk the Board and the partiea that have 

t9 appeared before the Board historically have arrived 

2.0 at --

21 HR. MASON : It would certainly acc01111odate a lack of vute. 

22 HR . CHAXRHAN: Yeab . 

23 HR. MASON : And if it didn't prejudice anyone'& ri;hta end 

24 force tbu to aake an election without 1Dauff1c1ent data 

2S and asaua1Dv va could do that, that • a u8Uainv. I don • t 

• 
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1 have any problu with that. I juat want to aake aura 

2 we • re not doing soaeth1ng we • re stuaping our toe over. 

3 HR. SWAR'l'Z: Gentlemen, can we have an agreuent 1n place 1n 

4 advance of the nut bearing? I aean, are you coafortable 

5 that you can do that? 

e MR. CIIIUllKJUI: Well, we•re obviously very concerned a!)out thi.8 

1 and I think certainly, ae Kr. Mae on approprUtaly aa14, 

e that we • re not going to get in the position of aaUng 

9 people to aab an election wban we don • t feel we have the 

to questioos answered ourselves. I th1nk it • s inC\Dibeut on 

11 a1l of ue to aake sure that we can answer those Jt1uds of 

12 questions as to costa --

13 HR. KASON: Well, certainly. We certainly bava no desire to 

14 see thia gas wasted. Basical..ly if there's rooa within 

1S our jurisdiction to accouodata all these interests we'd 

16 be very much interested in doing that. 

11 MR. SWART% : wall, I think the election period that we've 

18 establ1abec! bas been soa.ething of our cnm fash1on1ng. 

t9 HR. KASCH: Yeah. It's whatever the order provides, ia:n't it? 

20 HR. C:IAI.JU(AN: Yes, as provided by the Board 1n it's order. 

21 (AFTER A BIUBF DISCUSSION, THE PROCEEDINGS CON'l'IRDBD AS 

22 FOLLOWS: ) 

23 HR. SWART~: We have been conferring in teras of our abUity 

24 to respond to your request and there is a 41aa;reuent 

25 among us as to what we are baing asked to do which is not 

1!59 



• 

• 

1 aurpr1a1D;. MY iapreaaion ia that the concern that the 

2 Board collectively baa expruaed ia that they would l.1ke 

3 to see a written a;reeaent with re;ard to th1a well bore 

4 to satisfy theaaelvea that the S150,000 1a acquir1D; 

s certa1n specific ri;bta. It 1a not ay undentend1D; that 

a there ia aoae concern with regard to the U50,0DD. It's 

1 ju.t that you don • t mow 1D a concrete sense what it • • 

8 associated with. 

9 KR. MASON: MY personal part of it is both aidaa of that. I 

10 would certainly thtnk the threshold 1a what are you 

n ;ettiD; and secondly would be 1a there any baa1a for 

12 eatahl1ah1D; th1a value froa aoae other source. 

13 KR. SWARTZ: 'l'be only basis we could ever ccme up with 1a 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

what ia a wUUn; buyer wUliD; to pay end what 1a a 

willin; seller willin; to sell for. 1 aean, the way that 

the -- to ;ive you aoaethin; to coapare this to, when 

consolidated set up PGP they have told you that they 

dWQ)ed 1D 100 percent of their basis 1D au their well 

bores. So they all went 1D at two and a quarter, two 

fifty, and PGP had the plu;;1n; liabUUy. And what 

you're bear1D; froa u. 1.a this 1a what these walla coat. 

Th1a 18 what we th1Dit 18 voiD; to be the purchase price 

and we are not aaawa1D; the plu;;in; liability. So 1n 

coapar1aon to some of the other thin;e you • ve beard and 

done and seen froa a w1111Dv buyer/willin; seller 
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1 standpoint, thU 1a a lot lua thaD coat. 

2 HR. KASCH: Okay. I think at leut froa a threshold atand-

3 point 1f soaeona took the stand qualifying th ... elvu u 

• havinCJ sufficient expert op1n1on to say, -Bare 1a tdlat 

5 we • re sell1.ng and buying and in ay opinion t150, 000 1a a 

e reasonable prtca for it• I think that you would than have 

1 satisfied at least soae buia for ua to aaka a deteraina-

a tion. There' a ev14ance before this Board that hera 1a a 

9 concrete bundle of rights that are baing tran.aferred and 

10 here ia experts opinion wb1cb anyone who wiahu to appear 

n and cballenga could do so, 1f 1t raaatns uncontroverted 

12 then we have a reasonable bu1a for dee141ng that thoaa 

13 costa are reasonable and approving • • 1• HR SWARTZ : I understand what you're tellinCJ aa and I tb'nk we 

15 can show up, if 1t' a your pleasure, at the next bearing 

16 and address those concern&. 

11 MR . MASON: Because that way there 1& aoaathiDg in the record 

1a that CJ1Vea ua an avide.ntJ.ary basis for aaJU.ng aoaeone to 

19 aa.ke a participation choice. 

20 HR. SWARTZ: I understand. 

21 HR. CHAIRMAN: Are there any other parties in the rooa that 

22 want to address the Board on this aattar? I uked that 

~ earlier. I'll ask it again to aake aura no one baa 

2• changed their aind. The record wUl abow there are none 

25 identifying thusalves. There are no object1ona before 

• 
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' 
2 

3 

• 
5 

6 

7 

a 

9 

10 

, 
12 

13 

1. 

the Board in this aatter aod I think that oeecla to be 

noted on the record, that the Board on it' a own 110Uon 

will do whatever it does bare. I don't aind talktng out 

loud and aayiDg that I don • t have a real probl .. with 

approving the application and approving the prodllctioo so 

that we don • t have the wute and order1Dg au and U1and 

creek to coae hack at the next Board aeeting with 

definitive oWDhera on the costa so that the Board can 4o 

a discovery on the rea.eonahlenua of those costa. ADd U 

that doe au• t occur we • U have t .o talk about the con

sequences because we Will have parties that could, 

perhaps, he in a claDage situation then that we would have 

to deal with, I thi.Dlt, as a Board 1f we allow production 

to occur in the 1nter1a. 

1s MR . KA.SON : There's also the other aide of that, Kr. Chairaan, 

16 that 1f they went forward With this s@ject to the deter-

17 aination of those costa and then we decided they ware 

1a S200 . What would you do? 

19 MR . SWAR.1'Z : I would asawae that you would never do aoaethiDg 

20 like that having dealt with you for over a year -

21 seriously. 

22 MR . KASON: I understand. But there is a r18k --

23 MR. SWARTZ : I would assUile that we would gat a fair nault . 

2• so I u not --

25 MR . KA.SON : But you understand that there • a aoae risk fro11 
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your aide, too? 

2 MR. SliAJlT% : Yeah, but it'• the risk that your view of what • • 

3 fair ia ao.ewhat different than oura aa opposed to 1200. 

• I don't ••• that it's happening. 

s MR . MASON: My poi.Dt ia that once we aake th1• detaraination 

6 to go forward we are locked 1D one way or another to 

7 goi.Dg forward once this coat 18 datarained. 

8 MR. SWARTZ : R.1Qbt. 

9 MR . MASON: And ve have the authority to do that. t•a jut 

10 tryi.Dg to malta a poi.Dt. I realize that•• (XDau41bla.) 

11 But I want everyone to understand where we are. 

12 KR . CHA.IRMAN: All ri;bt . I have a motion before we to defer 

13 it . • 1 .. MR. MASON: I withdraw that. 

IS MR. CHAIRMAN: Okay. 

16 KR. KASON: I vant to make a nav motion that we ai!Erove the 

11 pool1D9 aEJ!Ucation subject to a deteratnatton that the 

1a natura of the well bore that • a ba1D9 acquired and the 

19 appropriateness of the coste be1D9 paid for th .. and 

~ allovin; a participation election to be made by the 

21 proper parties to run froa the data of the Board • a action 

~ in reqard to such deteraiDAtion of coats. 

23 KR . CHAIRMAN: Okay. Motion. 

2" HR. EVANS : second. 

zs KR . CHAIIUQN : A motion and a second. All 1n favor aiCJ!!ifY by 

• 
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• 

t a axing X!!. (ALL AFFIRM.) OJ?poaed aax no. (HOD.) 

2 It • a unaniaoua. 

3 (Af'TBJl A SllUF RBCBSS. TID PROCBDDIGS WJft1NU&D M 

4 lOLI.OWS: ) 

7 

8 

9 

tO 

11 

12 

13 

14 

15 

16 

17 

18 

19 

21 

22 

23 

24 

25 

1St 

.I 

I 
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• 

• 

t rrmc vxx 

2 

3 tea. CBAlllHM: 'fbe next itu on the agenda 18 a petition for 

• the eatabllalulent of a cOIQJ111aory pooled dri.lling Wlit 

S froa on, USA, :rncorporated for CBH well 8•14, docket 

6 nuaber VGOB/92/03/17-0196. X would aak the partiea that 

1 Viab to ac1c1resa the Board in thia aatter to coae forward, 

8 please. 

9 HR. SVAltTZ: Mark A. swartz and Boward 8•U•bury on behalf of 

tO on, USA. 

tt HR. CHAilOIAN: Are there any others that Wiah to ac1c1reae the 

t2 Board in this case? '!'be record w1l.1 abow that there are 

t3 none. Hr. swartz • 

t4 KR . SWARTZ : Hr. Chai..raan, X bave a euqqaation in light of the 

tS 

t6 

t7 

ta 

19 

20 

2t 

22 

23 

24 

25 

Board's rulino on 8-13 that X think a1oht axpecSita 

aattera today. You dDn't need to, but if you look at 

BxbShlt G that ve • ve just dealt With, the lon;wall panel 

tbat 11 capable of producing at this point is only in 

four units . We have a voluntary aqrauent with r.gard to 

Q-13 so we don • t need to pool that. We have c11aaiaaed 

R-13 becauae we have a voluntary aqreuent now. we have 

just pooled subjects comino back here next aonth on the 

cost issue S-13 and all I need to pool to produce thia 

and not waste it today is 'l'-13 . With the Board' a 

pera1ss1on and poling any people who aight be hera today, 
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• 

• 

, z would like to aove to 'f'-13 and continue a-14 tdlich you 

2 bave just called which 1..8 0196 and alao conti.Due 'r-14 

3 which is 0198 to the nut aeet111g. We'll have the 

5 

8 

7 

8 

9 MR. 

1nforaat1on you've asked for and we can aove, X hope, 

quickly through those nut tiae. Really the only one we 

need to deal with today ia 'r-13. '!'hat v1l1 qive ua all 

the units that are effected by the panel which w1:ll be 

capable of production in the near future. 

CIIADlMN'f: Are there any objections to that froa ~e? 

tO okay. 'l'hey are cont111ued. Ve '11 go to docket nuaber 

, 0197. 

12 

13 

1A 

15 

18 

17 

18 

19 

20 

2t 

22 

23 

25 
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1 

2 

rrBM rm, D 

3 KR. CHAI.IDCAH: ve would ult any partiu that viab to addrua 

4 the Board rega.rding the petition for the eatell.ahaent of 

s a c~aory pooled dr1.111ng unit froa azr. USA, nu:o~ 

e orated for CBH P-13, docket naaber VGOB/92/03/17-0197, to 

1 pleue identify yourself. pleue. "there are no othen. 

8 Kr. swartz. 

9 KR. SWAJl'rZ: Aa a hoaekaeping aatter, Mr. Gordon 1a givi.Dg 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

you an aaandad EXhibit B becaWie th1a unit contatna 

Gerald McClanahan as a respondent and Rayaond J. street 

u a respondent an.d we wish to cU aha tha. Ve have 

reached a voluntary agreaent with tha. so aaendad 

Exhibit B ia being tendered to abow that that hu 

happened and that they ahould no longer be re.apon.dults. 

A8 a conaequence, we also are tendering an aaendaent to 

Pages 3 and 4 of Bxb~it G which deletea any reference to 

tract 2 which is the tract that Gerald McClanahan and 

Ray;aond Street were involved 111. so we are fUina thoae 

aaendllenta with you all. 

21 KR. CHAIIUQN: Okay. 

22 KR. SWARTZ: KY first Witne.ss would be Mr. Gordon again. 

2J 

24 

25 

117 



• 

• 
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1 SAMUBL BDVAilD GOJIDON, U 

2 a witness who, after having been prenously swom, wu 

3 ex,.tned and testified u follova: 

• 
5 

6 

7 BY HR. SVAR'I"Z : 

a Q. Would you state your naae for the record, please? 

9 A. saauel Edward Gordon, n. 

10 Q. 

" A. 

12 Q. 

13 A • 

1. Q. 

15 

16 

17 

18 A. 

19 

20 

21 Q. 

22 

23 

2~ A . 

25 Q . 

Vho do you work for? 

oxr, USA, xnc. 

Your title? 

Re;ulatory Affairs coordinator. 

Tell us what mvolveaent, if any, you had with the notice 

of hearing application and other docuae.nta that ware 

prepared with regard to the forced pooling application 

for unit T-13. 

I prepared the application, notice of hearing, did the 

aailillgs and the publications. XD other words, I 

prepared these documents. 

Okay. Are you requesting that the Board d1.n1aa Gerald 

McClanahan and Rayaond street because ou has reached a 

voluntary agreuent with those two ge.ntlue.n? 

Yes, we are. 

And are you requesting tbat the Board accept the uend• 

1&8 



• 1 

2 

3 

~ 

5 

6 

7 

8 

9 

10 

u 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

aants to Bxbibit B and Pa;es 3 and 4 of 1Xbth1t G to 

reflect that voluntary avreeaant and their 41aiaaal? 

Yea, we are. 

vera notices aailed by on to all persona lt.ted 1D the 

notice of bearin.g as respondents? 

Ya•, they were. 

Have you fUad with Mr. P'Ulaer'a office proofs of •ailing 

with regard to the aalliD;s that want out to those 

respondents? 

Yea, we have . 

And would that be £xhtb1t F? 

Yea, it i .s. 

Rave you also caused a notice of t.ht. bearing and the 

81lall map which is Exhibit A-1 to be published 1D a 

newspaper? 

Yes, we did. We bad it published 1D the V1r;1D1a 

Hountai.Deer on February 27th, 1992. 

And have you fUed proofs of publication with Mr. 

FUlmer ' s office? 

Yea , I did , as Exhibit E. 

Turn.ing to the interest that on baa 1D this unit which 

would be Exhibit A, Page 2, would you tell the Board what 

on• a interest or interests in this particular unit are? 

on • a interest in this unit is 100 percent as to the 

coal. As to the oil and ;as we have 54.31 percent. 
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• 

• 

1 Q. 

2 

3 

4 A. 

5 Q. 

6 

7 A. 

8 

9 

10 Q. 

" 
12 A. 

13 Q. 

14 

15 A. 

16 Q. 

17 

18 

19 A. 

Doe a dtat take into account ue intenat that Kr. 

McClanahan and Kr. street bad Which are not .ubject to 

tbia application? 

Tbat 1a correct. 

ADd wbat are t:be outstanding intereata, if any, that OXY 

does not have a writtau a;reeaaut? 

We've entared tb.e surface interest u 4-C. We have bad 

claiaants come forward uat are surface owen cl•S•ing 

t:be riQbt:a to t:be coalbed aetbane. 

And 1f I were to sbow tbe Board this copy of ue well 

location plat which does not bave a wall on 1t, rigbt? 

Right. 

But I bave h1gbl1;hted in yellow a tract. Ia th1JI ue 

tract that is Sllbject to tbue surface claiaa? 

Yea. 

so all tbe folks that are listed u surface ownen wbo 

are claiain; coalbad uuane ba.ve undiVided intereata in 

tract 1, 1a tbat correct? 

Tract 1, t:bat is correct. 

20 HR. CHAIRMAN: I just want to note for tbe record that Kevin 

21 McGlothlin, a Board aeaber. excused hiaself to avoid any 

~ perception of conflict of interest aa we proceed with 

23 tbia case. 

24 Q . (Kr. swartz continues.) Going to EXhibit c, uere are no 

~ coats uaoc1ated with the well abown on lxbib1t c, Page 

no 



1 

2 A. 

3 Q. 

• A • 

5 

6 

7 Q. 

8 A. 

9 Q. 

10 

" 
12 A. 

13 Q. • 14 

15 A. 

16 Q. 

17 

18 

19 

21) A. 

21 Q. 

22 

23 

2~ 

25 A. 

• 

1, 11 that correct? 

'l'hat 11 correct. 

Why is that? 

There 1B no well pbpically located in th1.8 Wlit and the 

only costa that we have attributed to th11 18 the title 

accurity opinions, surveys, f1..1J.ng feu, etcetera. 

okay. And those total what aaount? 

117,100. 

Is that aaount, n 7, 100, in your view a reuona])le 

esti.llate as to the costa of title and rep!atory vbich 

will be incurred with regard to th1JI 111lit7 

It is. 

Also With regard to this unit, 1s th1a unit ahovn oD 

Bxbibit G-1 with a dark border around it? 

It is. 

And there are percentages on EXhibit G-1 ad acreage 

contained within T-13 as depicted. Are thoae the ac:rea 

ot the longwall panels ahovn that fall Within this unit 

T-137 

That is correct. 

And is the percentage of tbat acreage, for exuple 7.03 

1D lon;wall panel 9-D -- is the percentage calculated by 

putting the acreage 1n the panel in T-13 over the total 

acreage in the paDel? 

That is correct. 
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• 

• 

2 

3 

Q. 

4 A. 

5 Q. 

Witb regard to sxhibit o, Page 2, 18 thie the eaae 

exhibit that we went over earlier today with regard to 

unit S-13? 

Yea, it 1a. 

ADd the eaae coste and percentages are reported ben? 

s A. Yea, it ia. 

7 IGl. SliARTZ: I would lUte to requut that the Board iDcorpor-

8 ate the teatiaony that was given with regard to thie 

9 exhibit, if posaible, to aove tb1.Dp along hare or 

10 otherwise I can go through it again, whatever your 

u pleaaure 18. 

12 HR. MASON: You need to epecify froa cat. 

13 IGl. SWARTZ: Okay. From Hr. Gordon's teatiaony with regard to 

14 unit S-13 that waa beard today. 'fhe cSocltet nUJiber on 

15 s-13 was VGOB/92/03/17-019!. 

16 MR. CBAIIDQN: Specifically as it relates to detera1D1Jlg the 

11 estiaated allowable costa? 

18 HR . SWARTZ: The allocation of coate, yea. 

19 HR . CHAIRMAN: Okay. 

20 Q. 

21 

22 

(Kr . swartz continues.) Now, Hr . Gordon, you have 

furnished the Board with aaended Paps 3 and 4 of 

Exb1b1t G. 

That 1s correct. 23 A. 

24 Q. 

25 

The only thing that baa changed the deletion of the foUta 

who are no longer respondents? 
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• ' 
2 

3 

• 
5 

e 

7 

a 

8 

tO 

" 
t2 

t3 • ,. 
t5 

te 

t7 

18 

t8 

20 

2t 

22 

Z) 

2• 

2S 

• 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

'!'bat 1a correct. 

Okay. 'l'be 41v1a1on of intereata and the other ~rc:ut

avea ahcnm on the uende4 bhtbit a. Pavu 3 and t. are 

aUll the aue nabera that were reported earlier? 

'!'bat 18 correct. 

V1th reqard to the respondents who ra•tn on th1.8 

application and with references to Exhibit a. Paves 3 and 

4 , would you tell the Board what 1a reported on thoae t110 

pave• of Rxbthlt G? 

Tract 1 indicaud here ia the nrfaca cnmera that have 

claiaed the coalbe.d aethane nnder tract 1. Tract 2 was 

the reapondeDta that we 4181liaaed. Tract 3, thue are 

cla1aanta that cnm the oil and v-.. rtgbta and•r 'rract 3, 

3-A and 3-B . 

In the coluan •net percentage interest in Wlit• on both 

Paves 3 and 4 and the other collmD8 what other infoma

tion are you paaainv along to the Board? 

In the Urat coluan •net interest 1.D the unit• that ia 

the total naber of ac:naa or percentage rather that theae 

cla1aanta have in the 80 acre unit 1dent1f1e4 u '1'-13. 

The aecond coluan •unit percentage intereat in the panel• 

1a 7 . 75 percent which repre•enta that portion of the 

panel underlYinV unit T-13. ADd then •41Viaion of Wlit 

lntereat" coluan 1a a1aply the sua of aultiplyinv the 

Urat two coluana together whicb would give th .. an 
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• 

• 

• 

2 Q. 

3 

4 A. 

5 Q. 

e 

7 A. 

e Q. 

9 

10 

11 

12 

13 

14 

15 A. 

interest in the overall panel. 

Azul you have done one page, Pa;e 3, for one panel. an4 

Page 4 for the other panel, correct? 

'that u correct. 

And, of course, the nUJibera are there - at leut in the 

second and third coluan.s? 

That is correct. 

Is the purpose for which the divuion of interest n\lllber 

1a to be used under the field rules a twofold purpose, 

one to allocate costa for participation for carried 

interest purposes and on the other band 1a the aaae 

nwaber also to be used to allocate for royalty purposu 

or working interest purposes, depending on the elections 

that are aade? 

Yea, the nUJibera V1ll. vorlt both waya. 

ts KR. SWAR'H: In addi t1on I would aak that the Board incorpor

17 

18 

19 

20 

21 

22 

23 

24 

25 

ate -- and I have extra copies of this exhibit ao they 

can be incorporated into the record with regard to 

'1'-13 - Bxh1b1t I which wu aarlted pertaining to VGCB 

92/03/177-0193 which Kr. Steve Breeding testified to with 

regard to the bearing that we just concluded on unit 8•13 

which waa VGOB-92/03/17-0195. I would aak that that 

exhibit be incorporated and Kr. Breading' a teatiaon.y with 

regard to the proposed depths of the walla and the coat 

eatiaates with regard to the vella be incorporated. 



• 

• 

• 

1 Mil. CBAI:RKAR: Okay. 

2 Mil. 8VAJlTI: Also OXY is aaking the s ... request with regard 

3 

• 
5 

6 

7 

8 

i 

10 

n 

12 

13 

14 Q. 

15 

15 A. 

17 Q. 

18 

19 A. 

20 Q. 

21 

22 

23 A. 

24 Q. 

25 

to proposed language to be incorporated in any order hera 

that we aa4e 1D the previoua hearing. You have an 

•xbtbit VGOB-92/03/17-0193. I have extra capt .. wbich I 

will give Hr. rulaer to put 1D th1a record. It's KXbSbit 

H. It's a two page proposal with regard to aubaequant 

operations and I would request that that be incorporated 

in the record of this hearing to reflect the fact that 

OXY is requesting that subsequent operations or a441tion 

well issues be dealt with on thta buts - at lea.at 

reco .. en41Dg to the Board that it be incorporated 1D aQ 

order that aight be issued. 

(Kr. swartz continues . ) This pooling app~1cation 18 aa4e 

under what field rules? 

It•a under the Oakwood field rul .. 2. 

And tboae rules govern active gob production. abort hole 

production, that type of production, correct? 

That ie correct. 

And the production froa this unit sought to be pooled in 

this application would o~y be coalbed a ethane gas. 

correct? 

That 1s correct. 

And what aeaa or seaas would the interest of the napcmd

enta are being pooled and the gaa being produced froa? 
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• 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

" 
12 

13 • t4 

15 

16 

17 

18 

t9 

20 

2t 

22 

23 

24 

25 

• 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

we are seeking the right to produce all aeaaa below the 

Tiller to the Pokey 2. 

How aany acres does this unit contain? 

so acres. 

ADd the plat so statu, correct? 

Yea. 

With regard to lease tema and your recoaaendationa to 

the Board with regard to what tarw.a they abould 1Dclude 

1D your judgment 1D any order that they lli;ht aaka wi.th 

regard to election rights, what would you rec01mand to 

the Board 1n teras of bonus and royalty and why would you 

aake that reco .. andation? 

The standard procedure 1n this field has been to provide 

the royalty owner with a one-ei;hth royalty, a S1 bonus 

consideration for leaain; for a five year tara laue and 

that would be IIY rec:o-an4at1on to the Board for coalbed 

11etbane. 

Is on both a Delaware corporation and authorized to do 

business 1n the Couaonwealth of V1rV1n1a? 

Yes, i t is. 

Has OXY registared with the DMHE and does orr have a 

blanket bond on file with regard to it • a oil and ;as 

operations 1D the co .. onwealth? 

Yes, it does . 

Is the plan of operations which ia disclosed basically on 

116 



• 

• 
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1 

2 

3 

4 

5 

8 

7 

8 

9 

10 

11 

A. 

Q. 

A. 

bhibit G, Page 1, with regard to unit 'f-13 and the 

other unit. that intersect the lonqwall panel8 wuler 

couideration, does this 1D your opinion protect cor

relative rights or lessen the likelihood of ph}'&ical 

waste and econoaic waste? 

Yes, it does. 

ADd 1D your view 18 this proposed developaent of thue 

UD1 ts and these lonqwall panels a reasonable plan to 

develop the coalbed aethane resource• witb.i.D and under 

this un.it? 

Yes, it 18. 

12 HR. SlUUlTZ: That's all I have . 

13 MR. CHADlHAN: Let ae ask a question 1D your relief sought • 

14 It's OD B-3. Just for ay own clarification. you're 

15 talking about gaa froa increased dansity wells? ~e 

16 second paraqraph where it talka about prior to the actual 

11 co-encue.nt of coal aiDing opera tiona, qaa fro• an 

18 increased density well shall be deued produced fro. only 

19 the ao acre drUli.Dg unit 1D which the wall is located. 

20 HR . SWARTZ : Right. 

21 HR. CHAIRMAN: could you clarify that -- what illplication. if 

22 any, that that baa to a unit such as 'l'-13 where there' a 

~ no well? 

2.& HR . SWARTZ: Let me give you the rational for it and then I' 11 

25 vet to the question because I think you need the ration-
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• 

• 

al. 

2 Ha. CBAIJlHAN: Okay. 

3 Ha. 8VAJl'l'%: Thi.s was the exact saae language that wu 1n the 

• 
5 

6 

7 

8 

9 

10 

11 

12 

13 

1. 

15 

16 

t7 

18 

19 

20 

21 

22 

23 

24 

2S 

Ueld rules application and the concern that we had wu 

that aiDe plana chan;e. ADd anyone who's had anything to 

do with •tntnv co~anies Jaunns that they are fa.oua for 

that. And we were concerned that you would drlll a well 

ao our other businesses can•t. But we were c:oncerned, 

what happens 1f you c1rlll a well on a particular unit 

that • s located physically on a certain unit and the 

a1D1DV never occurs and you have allocated production 

fro. that well across several UDitJI on the theory that it 

would eventually be ;ebbed. And we did not feel that it 

would be prudent to allow that happen, have aiDe plana 

chan;e, vat yourself 1D a situation where you had to 

recoup or baclt production away froa people. The theory 

is that - and I th1Dk we probably have to vo With this 

and to answer your question. If you look at '1'-13 the 

theory ia that there 1a X aaount of vas absorbed on the 

coal 1n T-13 . I thiDk this 1a not only a theory but 

probably faJ.rly real 1D teras of the real world or 

approxillately 1n the real world. The reason this is 1n 

tbere is 1f you're qoing to allocate 7.75 percent of the 

production from the total longwall, that is production 

that can reasonably be regarded as being froa this unit. 
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1 If you are going to c1r1ll a well, and we alrea4Y have 

2 field rules that say one well will drill 80 acraa 1f you 

3 don't aeaa with it by a aiDing, you really need to 

4 attribute the production fro• any well that 18 on a unit 

5 and not 1D a lon;vall to that: unit. That'& a long way of 

6 sort of answering the quest:1.on, but: that' a the rat1.on.al 

1 behind it. save I an.svared the question? I hope ao. 

8 Kll. aiAI.RMAN: Yeah. I wanted to cover that: iaaue. 'fhat 

9 anawera ay question. Any other que.ationa? 

10 (Witness stands aside.) 

n Kll. SWARTZ: Since I see thia coaiDg 18 I would request not: 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

that the Board pool th18 and a.ljourn to executive 

aeaaion, but the Board enter an order, 1f it 18 coafort

able With that. co~arable to the order that: it: entered 

on s-13 which would require ua to come back and addreaa 

the iaauea that the Board baa specified 1D 1t:'a prior 

order with regard ~o coats. In other words, pool the 

un1 t and di.rec:t us to coae back at the next bearing and 

address the coat i.asue -- or the coat iaaue 1naofar aa 

the 1Jipact on the use of the well bore 1D quaation that 

have cue up. 

22 KR. MASON: Kr. Cbainlan, I would aalte the sue aotion that I 

Z3 aade with reoard to s-13. one point: of clarification, 

24 too . I don • t believe that ax motion with regard to S-13 

25 dealt with your proposed Exhibit: H at: all. And I would 

1'71 



• 
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• 

1 au99est that sl.Dce this ia sort of new to ua that ve 

2 defer conaideration for that one aa well aa th1a one 

3 untU naxt tiae also to have a little period of t1ae to 

• decide what to do about th1.8 because I vool.d like soae 

5 clar1f1cat1cm 1f we can qat it froa our counael aa to 

6 whether we really have the authority to do thia. 

1 KR. OIAIJDQR: 'fhe aoticm 1.8 the sue aa docket au.ber 0195. 

e KR. MASON: 'fes, air. If we cool.d retroactively add a 

9 consideration of their proposed Exhibit R With nprd to 

10 that because I don • t belleve ve took 1t up at that tiJie 

u even thouqh they 41d, 1D fact, propose it 1D reqard to 

12 that UD1t also. 

13 KR. c::::HAI1lHAN: If 1 t 1 8 okay Vi th IOU, V8 Will 5JO evan further 

aad say that we'll ccme back to the Board and preaeat 

15 vbauver laapp that ve would recoaendad at the aaxt 

16 Board aeetillq aad deal With both 1sauu at one t1Jie. 

17 KR. SWART%: Thank yOU. 

18 KR. CBA.DUCAH: Motion. 

19 KR. EVANS: Second. 

20 KR. CHAIRMAN: we have a aotioa and a second. All 1D favor 

21 a1qn1fy by saYiaq xes. (ALL AFFIRM.) OppOsed say ao. 

22 (NONE.) It • a uaaaiaoua. 

23 
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• 

1 

2 

3 KR. CHJUJlKAH: Hr. HcGlothliD, you aay join ua. 'l'he next itu 

• on the aqenda 1B nwaber 16 on the aqenda, a petition for 

5 the eatabliatuaent of a c:oiiPUlaory poole.d drilliD; UD.it 

6 froa V1r91Dia Gas Co.pany for BB-65, docltet naber VGOB-

7 92/03/17-0205. I would ask the parties that v1ah to 

8 address the Board re;ardiDq this to please c:oae forward. 

9 HR. Hl1LLIHS: '1'011 HUll iDs • 

10 HR. Hc:GLOTHLDI: I'd like to say it's qood t .o back. 

" HR. ~= You missed a lot of fun. Ia there anyone alae 

12 that wishes to address the Board 1D this case? 'l'he 

13 record Will show that no one baa been idantified. 

" HR. HtJLLINS: My nama ia 'roa MUllins. I' a With the Street law 

15 firm 1D GrUDdy and hare today on behalf of Vir;inia Gas 

16 coapany alo.nq with David street also froa the aue board. 

11 I • 11 try and .-peak \lP. I • ve qot a 11 ttle bit of a cold. 

18 So if I don't quite lllake 1t just ur;e aa OD and I'll try 

19 to talk a little bit louder. We're here on a pooliDv 

~ application for a well deaivnated aa EB-65, docket nuaber 

21 VGOB-92/0l/17-0205 . I'd like to call aa .y Witneaa Hr. 

22 James Rasnic:.k. 

~ CLERK : (swears witness.) 

24 

25 
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• 

JNmS D. RASJJICK 

2 a Witness vbo, af~er having been duly IAIOrD, vas ••••1ne4 end 

3 ~estified as follova: 

• 
5 

6 

7 BY MR. HDI.LXHB: 

8 Q . could you please s~ate your nae, air? 

9 A. Jaaea D. RUDick. 

10 Q. 

n A. 

12 Q. 

13 

1• A. 

15 Q. 

16 

17 Q. 

18 

19 A. 

20 Q. 

21 A. 

22 Q . 

23 A . 

2.. Q . 

2S 

What do you do for a ~iving? 

I aa tbe Land KaDager for VirVUUa Gas c:o.pany. 

If I could, I • d llle to ask you to speak up because of 

the ventUation sya~ea. 

Okay. 

I'a Jaaes D. Rasnick. I'a With Virqinia GaJI OOQany u 

Land Manager. 

Row long have you been land aanager for the V1rg1D1a Gaa 

coapany? 

Three aonths . 

was there a predecessor to the Vir91Dia Gas co.pany? 

Thera was . 

Wha~ was ~ba~ predecessor? 

Edwards & Hard1Dg Petroleua Coapany. 

And bow long ware you Vitb Bdwards & Bar41ng Patrolaua 

coapany? 

112 



• 

• 

• 

1 A. 

2 Q. 

3 

• A. 

5 Q. 

8 

7 

8 A. 

9 Q. 

tO 

tt A. 

12 Q. 

t3 

,. 
tS A. 

18 Q. 

17 

18 

19 A. 

20 Q. 

21 

22 A. 

23 Q. 

2• 

25 A • 

I began work with thea 1n July. 1990. 

H.ov long total tiae have you spent working 1n land and 

aineral related position.a for variou cOQ&Diu? 

Twelve yean. 

Have you aver testified 1n proceedings before courta of 

the c:o..onwealth concemiDg land and aineral developaent 

aa an expert vit:na.as? 

I have. 

ADd ware your credentials accepted aa an expert vit:ness 

1n those proceedings? 

Tbay vera. 

Are you faaUiar with the applicati.on filed by the 

Virginia Gaa COII(pany for the drllling unit deaiQDated aa 

EB-657 

Yea. 

Is the Virginia Gas COQany seeking to force pool the 

1ntereat 1n unit BB-65 aa identified on the plat fUacS u 

part of the application? 

Yes. 

Baa notice been aent to the interested partiea by 

certified aail. return recatpt requested? 

Yes. 

Have copies of thoaa aa11 receipts been filed With the 

Board? 

Yea. they have. 
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1 Q. 

2 A. 

3 Q. 

4 A. 

5 Q. 

e A. 

7 Q. 

a 

9 A. 

10 

11 Q. 

12 A. 

13 Q • 

14 

15 A. 

16 Q. 

17 A. 

18 Q. 

19 A. 

20 Q. 

21 

22 A. 

23 

24 Q. 

2S A • 

----- ---

vu there any noUce by publication prefonaed? 

Yea, 1n the Dickeuon star 1n Dickanaon County. 

vas evidence of that notice filed with the BOard? 

It wu. 

What • s the size of the unit? 

It's 125.6 acres. 

How auch of the unit ia leased and bow .uch 1a outstand

ing? 

82.55 percent of the unit i• leased. 17.45 percent of 

the unit 1a outstanding. 

What 1a the V1rq1nia Gaa co.pany• s 1nterut 1n the unit? 

82.55 percent. 

Is there anybody you want to d.isaiss that you leased 

subsequent to filing your applicaUon? 

No. 

Who owns the drilling rights 1n the unit? 

Virq1nia Gaa COIIJ)any. 

Is this a conventional gu well? 

Yes . 

What foraat1on or fonationa are you asking the BOard to 

force pool? 

Fro11 Ute Bureau Sandstones to the Devonian Shell and all 

areas betwee.n. 

Wbat is the proposed depth of this well? 

4,445 feet. 

let 



• t Q. 

2 A. 

3 Q. 

• 
5 A. 

6 Q. 

7 A. 

8 

9 

tO 

tt 

12 Q. 

13 • 14 A. 

15 Q. 

16 

t i' 

18 

19 A. 

20 Q. 

21 

22 A. 

23 

24 Q. 

25 A. 

• 

Has this well been peraitted? 

It baa. 

Have you attaapted to contact each party concerning en 

agreeaent prior to filing your application? 

we have. 

What efforts cUd you aake in that vein? 

our land aan contacted al.l the tncnm partiea and oUered 

those parties leases. As you aay n.ote, there• s aoae 

unknown parties in tb1a application in which there ill no 

records 1n the Dickenson COunty Clerk's Office speelfytng 

who these parties aay be. 

was due c11ligence used in att811Pt to locate these 

parties? 

It was. 

l8 a listing of the parties listed as unknown betre of 

Nancy HUl and the other parties that have not been 

leased part of the exhibit of the application mown aa 

Exhibit B? 

Yea. 

Wbat were the ter1U of the leases offered to these 

unleased parties? 

The terms offered were a lease for five years, $5 par 

acre, and a one-eiobth royalty. 

Is that standard in the oil and qaa industry? 

Yes, it is . 
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• 
5 

6 

7 

8 

9 

10 

u 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2" 

25 

• 

Q. 

A. 

Q • 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Whose interest and dr1lling ri;hta are you seeking to 

force pool today? 

Those parties listed on Bxh1h1t B of the ~11cat1on. 

Is the Virginia Gu co.pany asking to be das1gnated u 

drilling oparator in unit BB-65? 

Yes. 

vas an AFE, authority for expenditure, prepared for this 

unit? 

Yes. 

I • ve handed a copy of that to the IUmbera of the Board 

and I'd l1lte to ahcnt you a copy of it. u that a copy of 

the An that was prepared? 

Ye.s, 1t 1.s. 

Does that accurately reflect the est~ated costs for the 

well on this piece of property? 

Yas. 

vas it prepared by soaebody wbo is haUiar with the 

preparation of authority for expenditures 1D these types 

of wells? 

Yes . 

Based QPOn your exPerience is tbi.s a reasonable authority 

for expenditure for this well? 

Yes, it 1s. 

Are there any owners who have decided to be non

participating operators? 
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• 

• 

1 A. 

2 Q. 

3 A. 

• Q • 

5 A. 

a 

7 Q. 

8 A. 

9 Q. 

10 

11 A. 

12 Q. 

13 

14 

15 A. 

16 Q. 

17 A. 

No. 

DOes any uount need to be eac:roved by the Board? 

Yes. 

Vhat aaount needs to be escrowed? 

'l'he UDJmovn h.eirs of Nancy Bi.ll which we have calculated 

to be ~1.8 percent. 

11.8 percent of the unit? 

Yea. 

Vhat 1a the estiaated productiou over the lUe of the 

well? 

300,000 KCF. 

Does the V1rqin1a Gas co.pany hava a blanket bond u 

required by the statute to cover plu;viD; and reclaaa

tion coats? 

Yes. 

Is the permit number of this well 1634? 

Yea, it ia. 

18 KR. HULLDIS: I don't believe I bave any other queationa of 

19 this witness • 

20 KR. CBAIBHAN: AnY questioiUI, 11811bera of the Board? 

21 MR. FULKER: Kr . Chai.nlan, u a aatter of clarity on the plat. 

22 could we ask tho to show what tracta we • re talktng 

~ about on the people who are ;oiD; to be force pooled? 

2• KR. CRAI1UCAN: Okay. 

25 KR. MOLL INS : I didn't hear that. I'll aorry. I couldn • t 
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• 

• 

bear. 

2 KR. !"'l.KKR: I don't see any connection on the plat to t.baae 

3 people's we1l r1Qbta. 

4 HJl. RASJUCX: 'l'be Sarah wood qu interest. 

5 KR. FULMBR: Both tracts? 

& KR . RASNICX: Both tracts, yea. Portiona of that are peraona 

7 that we have identified we have leased. 'l'boae partiu 

a listed on Exhibit B we have not leased. 

g KR. KULLDIS: 'l'beee two interests riQbt here I've biQbliQbted 

to thea on ay copy. AD.d the unknown be1ra of that section 

n total up to 11.8 percent, is that correct? 

t2 KR. RASNICK: That is correct. 

tJ KR . CBAZRKAR: Do you have the person here today that prepared 

t 4 the authority for expenditures? 

tS Kll. KD'LLXNS: That was Kr. Chad BardiDQ and be's no louver 

t6 With the COIIIJ)any and be' 8 left. 

t7 KR . CHIURHAN: Is there any way that we could deteraille the 

ta reasonableness of these coats With anyone that you have 

t9 here today? 

20 KR . MULLINS : Has the well actually been drUled? 

2 t KR. RASNIC'It: The well baa been drilled. 

22 KR. MULLINS: were the coats a.aaociated with the wall - does 

~ this accurately reflect the coat of drUlillq the well? 

24 KR. RASNICJt : Froa the AFBa I've previously reviewed it does. 

~ KR. CHAIRMAN: so you'll bave recorda of actual coats avail-

188 



• , able? 

2 KR. KDI.LINS: Yeah. 

3 Mil. RASJIICK: I a1gbt note tbat thu trac:t u 4r1.lled qpon USA 

• property wb1c:h bu 1nc:reued the c:oata aoaeldla~. 

5 Mil. CBJUJUQH: AllY other qu .. ttona? 

e Mil. KASCH: Kr. Cbairllan, I think I bave few queatiou jut in 

1 follow-up. It waa pointed out to •• tbat thill apparentl.y 

e vu prepared 1D wbat, AU9\18t, septellber of 1990? 

9 KR. CBJUIUQH: Uh-buh. 

10 KR. MASON: You all 1119bt: want t:o be a little aore attentive 

u t:o current 1nforaat1on and -

12 KR. RASHICK: You're referr1D9 to the plat? 

13 KR. MASON : No, to the An. 

• 14 KR. CHAIRKAH: The AFB. 

15 KR. RASHICK: Okay. 

16 KR. HASCH: You've told ua that bu1c:ally you've looked at 

11 the ac:t:ual c:oat of tb1a well and believe tbeae c:oat to 

18 be --

19 KR. RASNICK: Yea, c:oarparable. we don't bave a final c:oat at 

20 this point. 

21 KR . CHAIRMAN: Okay. Any other queaticma? Do you bave 

22 anything else? 

23 KR. MULLINS: No, sir. 

24 KR. CHAIRMAN: Wbat•a your pleaaure, Board? 

25 

• 
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1 HJl. HcGLO'l"'ILDD: Hr. Chairaan, % aove that - accept the 

2 petition u fUed. 

3 HJl. 

4 MR. 

5 HJl. 

e 

7 

8 

Sl 

10 

u 

12 

13 

14 

15 

18 

17 

18 

19 

20 

21 

22 

23 

2' 

25 

CIAlllHAR: A aotion to amove. 

BVMS: second. 

CIIADH'AB: A aotiOD and a 88CODd. 

(ALL AFPXRH.) oppoaed aay DO. 

c&rriee. 'l'haDJt you. 

All 1D favor a at rn. 

uunm. ) 'l'he aotton 
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1 

2 

3 HR. CBAillHAN: The next 1tea on the agenda 1JI a petition froa 

c an, USA, tncorporate.d to uaend prior orders and there 

5 1a about ten of them. '1'0 provide the ti.lle within Which 

s operations aay be co-anced by the designated operator 

1 and be extended and enlarged for a period of one year 

8 after it • s Circuit court of Buchanan coanty, VirviDJ.a 

9 enters it's final decree in appeal taken by Aah1and 

10 Exploration, Incorporated froa the order listed above. 

n The docket nUIIber for itea 17 is VGOB-90/10/10-0039 . 

12 MR. FU'LMBlt : Kr. Chai.r111an, for the Board's benefit I would 

13 11Jte to refer you to a letter that was handed out 

1.a previously in docket nUIIbers 191 and 192 1n regards to 

15 Ashland' 8 response. 

16 KR . CHAillMAN : That is a letter dated Karch 16th, 1992 froa 

11 Grant McQUire to Hark swartz. 

18 HR. SWARTZ: Hark swartz and Howard Salisbury appearinQ for 

19 OXY . I would like to propose and I '• sure that Mll. 

20 Johnson will -- we ll, probably Will not have any objec-

2t tJ.on . I would propose that if there is no objection that 

22 we bear all ten of these at one time. I aaan, they all 

23 involve the sue issue, the sue parties . 

24 HR . JOHNSON: RiQht. 

25 Hlt . SWARTZ: And let • s do 1 t once, 1f that • 8 aQreaabla to the 
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1 Board. 

2 HR. CBAIJlKAH: As long aa we can keep the record atra1Q:ht. 

3 HR. JOBNSON: Xt' a certaillly aqreeable to ae. 'l"he iaau.e 1a 

4 the sue 1n all the applicaticma - or the iaaues that have 

s been raised by ay clients. 

e HR. arADlMNI: Are there any other partiu 1n the rooa that 

1 viah to address the Board 1D thi.a aatter? 'l'he record 

a vill ahov that there are none. 'l'here' s aqraaaant for the 

9 Board to hear in a con.aol14at.ing fashion docket nuabera 

10 0205 which lists ite.a nwabers 16 through 26. Hr . swartz. 

11 HR . SVAJtTZ: Each of these aotiona concern a prior order 

12 entered by th1a Board for force pooling a coalbed aethane 

13 unit. 

14 Mil . ~= x•m sorry. I need to correct aoaathing. I say 

15 16 and it ' s 17. 

16 Mil. SWARTZ: Yeah, % think it' a 17 through 26. But % n.ever 

17 have anouQh confidence 1n Q own notes to argue With 

11 anybody. Bach of the tan eo tiona seeks an order froa the 

19 Board aaendiDQ a prior order entered by the Board. All 

20 of these prtor orders deal with c:oalbed aethane 9U 

21 vella . All of these prior orders - the ten that are 

22 under consideration today -- were appealed by Ashland 

23 EXPloration to the Circuit court of BUchanan county and 

24 are atUl pencUng on appeal Without a fiDel order froa 

25 JudQe Per aiD. When those aatters were appealed by 
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• 

1 

2 also noticed certain other parties vho were ra~denta. 

3 The folks that Kr. Johnson represents tocSay, the Roqera, 

• were noticed on all of theae appeals and elected not to 

5 have appear and have never appeared, filed an answer or 

e any paper in any of these pending appeals and I thhlr you 

1 need to know that. They're essentially under the rules 

a in default 1f relief is being sou;ht againat thu. But 

9 they have not participated in any of those appeals 

10 whatsoever. The participants or coabatanta in those 

11 

12 

t3 

, .. 

appeals have been A.ahland Jbeploration u a petitioner, 

ort. USA. Uland creek 1s involved in aoae of thu. 

They have their counsel. And, of course. the V1r91nia 

Gas and 011 Board baa been represented first by Michael 

t5 Lepchit: and now I believe scott baa taken over that 

t6 cue. But those are the people who actually appeared by 

t7 coun.ael and have participated. The only iaauea that have 

18 been resolved by Jud;e Perain to date and these cue.a 

\IJ have been on appeal a QOOd while -- Ashland rused a De 

20 Novo iaaue and they were arguin; that they were entitled 

21 to a new trial or De Novo review on all of these appeals. 

22 Jud;e Perain baa dealt with that 1a8Ue, bu ruled that 

~ unless you are actually a coal coapany, and I t}ltnlr you 

24 may have received copiea of his decision, you era not 

~ entitled to De Novo review. All of tbeae caaaa -- the 

lt3 
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• 

• 

2 

3 

• 
5 

6 

1 

a 

9 

10 

11 

12 

13 ,. 
I S 

18 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

ten that you have before you today and aore that have 

been appealed in a4d1t1on to these ten have bMD c:onaoli

dated by aqreuent of the parties for the purposea of 

hear1Jlg and raaolution by Judge Persin. All of thue 

cues are set for final bearing an Karch 30th of tlUa 

aonth. I anticipate that JUdge Perain, however, w1l.l 

bear the cue that day but vlll. not aelte a d8c.Uian. fte 

counael for Ashland baa already told •• that be intended 

to uk the Jud;a for soae t1ae to brief. I usuaa that 

the Judge is going to vive at leut thirty daya. fte 

hearing is March 30th, but there vlll be a briefing 

schedule and then the JUdge, I us\Die, vll.l cona1dar the 

brief. So we • re getting there. 'l'be final be ariD; baa 

been set, but I'a not sure when this 1s going to be 

resolved but at least is seeaa to be aoving along. % 

th1Dlt significantly - also I would lilte to tell you 

although you seea to have copies of the letter that Hr. 

McQuire and I have talked about this and he, of courae, 

rece ived copies of all of the aotions that I flled. Be 

has told ae over the telephone, he has told you 1D 

writing, t.bat the proposed language which I have auggaat

ed 1D ay pleadings that I would like to see you incorpor

ate 1D an order 1n the event the Board wu 1Dcl1Ded to 

qrant this aotions that the proposed language which 

s tarts at the bottom of Page 3 of the pet1t1on and the 
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• 2 

3 

4 

s 

I 

7 

a 

9 

tO 

" 
t2 

t3 • ,. 
t5 

t6 

t7 

t8 

t9 

20 

2t 

22 

ZJ 

2.& 

25 

• 

continue• on to Page 4 11 acceptable to Mr. Kc:QW.re u 

counael for Aab.lan.d and acceptable to Ashland and thi.a, 

indeed, 11 what I aa ukiDg you to do. 'l'be language 

requeete that you enter an order etatiDg that the order 

you previoualy entered ahall eapire one year froa the 

date on which a fi.Dal order 1a entered hy the Circ:uit 

court of Buchanan COtmty, V1rqinia with regard to the 

appeala taken hy Aahland BlCPloration, Incorporated or aa 

otherwi.ee provided hy the Circu1t court of Bnchanan 

county, Virginia in it's final order with regard to sat 

appe41. And in the event the COurt • a final order should 

penait operations to proceed, prov141.ng that U opera

tiona co-ence du:riDg said one year period followinv the 

entry of a final order th1a order shall raaain 1.n effect 

so long as operations continua on the auhject 4r1llinv 

unite. so Hr. Hc:Qu1re has written to you and eaid that 

the appellant finds this acceptable. Kr. Hc:Qui.n and I 

hoth, and I tb.1nk all of the parties, feel that eoae 

ieeues have been raised on all of theee appeals that 

ought to be resolved. I uewae that aost of you have had 

a chance to look at my petition and the reuona aet 

forth therein, so I'a not vo1ng to read that to you. 

But I think that the prillary that you need to consider 1n 

addreu1Dv thia ia court cues take tiae to resolve and 

it is alaoat inevitable that tbie 11 vo1nv to happen over 
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1 and over again With orders. '!'hat aiaply by appealing an 

2 order an.d letting the court cue take it • a tiae the order 

3 will be rendered aoot. And what I aa uk1Dg you to do U 

• aake aure that we actually get a decision and that we 

s don • t get a non-decision aerely by the puaage of tiae. 

& I would augq .. t to also that you need to be aware of 

7 Vir91nia COde secUo.n 9-614. 18 which 1a a part of the 

a adlliniatrative procedure act or the APA which deale with 

9 1nteraed1ate relief at an agency level. And nothillg that 

10 I find is ever exactly on point, but it • a close enough 

11 that I think you ought to be aware of the fact that you 

12 have thia authority. It says 1n part that when jwltcial 

13 review i.s 1natituted or is about to be, aeani.ng threaten-

15 

ed, the agency concerned aey on request of any party or 

it's own motion postpOne the effective date of the 

16 regulation or decision involved where it de ... that 

11 juaUce so requires . so under the APA you apparently 

18 have the authority -- 1f litigation 1a threatened or 

19 review is threatened you have the authority to postpone 

20 your rulings, extend thea, deal With thu as justice ao 

21 requires. Whet I • a eek1Dg you to do today ia ailqtly to 

22 CJDend each on of theae orders to provide that it wUl 

23 continue in the event the Board' a ruling 18 upheld on 

24 appeal for a year fro• that date. orr, and I a tate th1a 

~ 1n the petition, frankly was vary reluctant to operate or 
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2 

3 

4 

5 

8 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

co .. ance operat1ona on these units vbile they're pendtn; 

on appeal. I see nothing and have found nothing to 

sugveat that these orders c:annot be uen48d. ve felt and 

believe that we bad to ;iva notice to all the re8PQD4enta 

and we cUd, 1D fact, filed proofs of •atUn; with Hr. · 

FUlJier showing that we have aa1led notices to all the 

respondents of thue aot1ona so that U they wanted to 

coae forward and object they could which is bow Kr. 

Johnson' a clients ;ot notice and obviously bow Kr. 

McQuire ;ot notice. so in &UJIIIIary we are requesting that 

you allow the Circuit court to aake a decision with 

revard to these aattera that are on appeal by uend1.n; 

the orders to provide that they w1l1 continue pendtn; the 

court • a final decision and if the decision ebould uphold 

your previous order to continue for a year beyond that 

date or so long as operations continue. Thank you. 

11 HR. CHAnlKAN: Thank you, Hr. swartz. Kr. Jolmaon. 

t8 HR. JOHNSON: Hellbera of the Board, what we have said in the 

t9 motions to dismiss that I have filed with the Board aa 

20 well as the objections that I filed with the Board set 

21 forth pretty simple laval principle. ADd that is that 

22 the orders that the Board entered over a year aqo 1D each 

~ of these matters, each of those orders is now void by the 

2• terms of the orders. 'fbe issue hare 1e whethar or not 

~ the procedures have been filed and whether or not there 
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13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

is an order even 1n effect at this t1ae. What I would 

say to the Board is that the procedures that OU had to 

extend the tiae of the order, those procedures ware DOt 

followed end now 365 daya after the entry of the order 

the order by the teru of each order voicled the orders. 

The orclers are void and 4o DOt elU&t which regarcl to 

their effect. OX1' did not follow vhat the APA provided. 

OXY has not gone to the Circuit court nor to this Board 

and asked for relief, but waited until the ordara had 

el(pired. There was one application or one •otion that 

they did flle within the one year pe.riod, but kncnriDg it 

could not be heard until it had el(pired. What the ROgan 

intereats are saying is is that these orders have expired 

and OXY baa not followed the procedural rules. I 4o not 

think it is relevant to this proceeding what the atatwl 

of the litigation is of Buchanan COunty. It•a not 

relevant as to whether or not DY clients are actively 

participating 1n the litigation or not. The issue is 

whether or not the orclers are void and whether or not 

this Board can now revive the orders and uand thea. Kr. 

swart: points to s01:1e things and I wish to point to the 

regulations in the Board • a ordera. I • • looking at the 

one nov for well E-34 and I believe thay•re all conaiat

ent with tbat, the Board•a orders state in para;raph 10, 

• tt tbe well involved herein has not bean coaaanced as of 
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1 the elate of this order shall coaance or cause to be 

2 co .. enced operations on auch well with1D 365 da78 froa 

3 the elate of this order and 1n ey event shall continue or 

• cause to be continued operations under this order with 

s due diligence. Otherwise the provisiOD.I thereof •hall 

6 be inoperative and this order shall terainate except for 

7 any cash auas becoaing payable hereunder unless the t1ae 

8 of couencue.nt of such operations is extended by aD 

9 order of the Board. • That • s what the Board said 1D the 

10 orders that vera entered. The rules aDd regulations that 

u were adopted and I guua there aay be an arvuaent u to 

12 what -- I haven't looked to see what the prior rule was. 

13 

14 

The current rule 15.B once states, •All orders i.asued by 

the Board under 45.1-631.21 aDd 45.1-631.22 co4e of 

15 Virginia shall ruai.D 1D effect: 11. for a period of one 

16 year froca the elate of issuance if gas or oil operations 

11 have not co-anced on the well or walls 1D the unit or 

18 units established by the order. • The APA which Mr. 

19 SWartz cites to I believe also showa the Board that ort 

20 failed to do vbat they could have dona to protect the 

21 orders that this Board bas entered. ADd they just 

~ haven't followed these rules either. section 9•6.14:18 

~ intermediate relief. What I'll saytng is they•re not 

2• asking for intermediate relief. They're asking for 

25 relief after the orders are dead. •When jud1c1al review 



• 1 is inStituted, that 1a the U.e the auit ia filed or 1a 

2 about to be, the a;e.ncy concerned •BY on nquut of any 

3 party or of it • a own aotion postpone the effectJ.ve date 

4 of the regulation or decision involved where it deua 

5 that justice so requires. • Row, the effective date of 

6 th.ese orders was when the orders were entered and the 

1 orders had a one year fuse on thea. Otherwilla the COurt 

8 may - I'D quot~; again fro~~ the statute -- •The court 

9 11AY on proper application and with or without bond 

10 deposits in court or other safe;uarda or assurances aa 

n 11AY be suitable issue all necuaary and approp.riate 

12 process to postpone such affective dates or preserve 

13 existinq status or rights pen~; conclusion of the 

• 14 review proceedings 1f the court finds the aue to be 

15 required to prevent t.aed1ate unavoidable and irrefutable 

16 injury and that the issues of law or fact presented ere 

11 not only substantial but that there is probab.le cause for 

18 it to anticipate the 11ltalibood of reveraible error in 

19 accordance with section 9-6 . 14 : 17 . SUch action by the 

20 court may include; 11, the state of operation of aqency 

21 decisions of injunctive nature or those requ.iring payaent 

22 of money or auapandinq or revokinq license or other 

23 benefit . And 12 , continuation of previous licenses 1D 

24 event until timely applications for review are duly 

25 determined by the agency. • I have read you the entire 
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17 

18 

19 

20 

statute. It would have been OXY' a opportUD.ity to do a 

couple of things. They could have co.. to tlU8 BOard 

when the appeal was filed or they could have gone to the 

court and said, •Judge, we have tld8 problu.• !'hey 41d 

neithar. And the they waited until the orc!en had 

expired and cue bact hera and said, •Bow, bail ua out.• 

I believe if they wieh to be balled out they should talk 

to JUdge Pers1D and not to this Board. I believe the 

Board 9ave thu one year to drill a well and they failed 

to do that . I believe that the opportunities that they 

bad, the opportunit1u that th1e Board had, have all 

paa~ed and have put these orders to bed. If they w1ah to 

(Inaudible.) the units , that's certainly their ability 

and their own decision . With re9ard to the units 

tbeuelves, no wells have been drilled. I think only one 

well peraJ.t • • even been applied for on all the units that 

are involved here. Thie th1Dg b .. just bee a1tt1Dg 

there and OXY filed these applications late . 'l'hat•a 

where it stands and •Y cl1eta ask that the Board 41a1ae 

this application to aaend. 

21 KR . CHAIRMAN : Thank you, Kr. .Johnson. Keabera of the Board, 

22 you beard the opening arfJ\lllents. Are there any quea-

23 tiona? 

2• KR . MASON: I just wanted to a.Jt Kr. Johnson whether be baa 

25 any authority for tbe fact that -- I assWie that be's 

• 
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• say!ng the Board d.oem • t have the right to retroactively 

2 extend the due date on th .. e orders. 18 that what you're 

3 saying? 

• Kll. JOBNSOR: Right, becauae the orders are void. 'l'bay have 

5 t~ated. 

6 Kll. MASON: Well, wh.at•s your authority for that? 

1 MR. JOHNSON: MY authority ia that the Board ordara thUJielvas 

8 have teninated and they state the specific teras. If 

9 it's void it's void. It cannot be rev1aa4. If aoaath1Dg 

10 is dead you can • t PWIP back life into it. 'l'he authority 

11 to do this exists in the APA, section 18, that I just 

12 read to you . 

13 Kll . MASON: Well, I understand the APA qives you the right to 

• go to court and bave sOJaathing done, but that di4D • t 

15 happen. Wbat I'a aalting you is where does it say that 

115 the Board does not have the right to extend the data of 

11 these orders after the date of the exPiration? 

18 KR . JOHNSON: There is none, but there is nothing 1n the 

19 statute that says the Board baa any such right. 'rhare is 

~ no statute that says that, no re;ulat1on that says that. 

21 KR . MASON: What about the fact that 45.1-361.15B aays, 

~ •without lia1t1Dg it's general authority the Board shall 

~ have the specific authority to issue rules, regulations 

2~ or orders pursuant to the Adainiatrative Procedure Act to 

25 take aucb actions as a.ra reasonably necessary to carry 

• 
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1 out the provision. of it's chapter. • 

2 MR. JOHNSON: I don't believe that a proviaion like that, Hr. 

3 Muon, would extend an order which hu already void which 

• the applicant fa.iled to COJIPlY vith the teras of the 

s order. What this applicant 1a saying 1a we don • t want 

6 to c011e back 1n hare and reapply. va want the BOard to 

1 say, •ottay. You failed to coaply vith the order an4 now 

a wa•re going to retroactively aaand the order.• I don't 

9 believe the Board bas the authority to retroactively 

10 uaend orders. 

n MR. NASON: vall, that's what I'a saying. I aeu, I undar-

12 stand there are two prongs to thia 1n ay aind. ana 1s 

13 

14 

whether we have the ri;bt to do that and the second one 

is do we choose to do so. And I understand and I accept 

15 the ar;uaant that we can choose to do so or not. What 

16 I • • concerned about is your ar;waent that va don • t bave 

11 that auth.ority. 

18 MR. JOHNSON: I don•t believe that you do when an ord.ar is 

19 dead. When the Board issues an order and the order is 

20 terainated on it' a own tens. can the Board then decide 

21 that no, it's going to retroactively aaend an order that 

~ has already been voided? I don't know whether thare•a an 

23 authority to that . 

2.a MR . MABON: Vall , we have the authority bare to take ncb 

~ actions that are reasonably necessary to carry out tba 
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2 

rrovisiona of tlde chapter. How, that' • a very broad 

vround of authority to do what we thtnt 1a proper and 

3 appropriate u.nder tlde act in part which relate8 to thue 

• forced pooling orders and you • re saying that that • • a 

s ge.neral provision. What I want to know 1a 1a there aJl7 

& apecific provision that you • re aware of that tells us we 

7 can do it? 

e MR. JOBNSON: I don't know of anything that aaya that you can 

g do it other than what you • re saytng 1a aoae ge.neral broad 

10 power that the Board bas been give.n. I see nothing that 

u gives you the authority to extend it. I see that the 

12 Adainiatrative Process Act provides the relief and see 

13 that they have not ccmplied with that act • 

1• MR . MASON: I th1nk that relief generally relates to where you 

15 can • t qat the Board to do anything you can t.he.n qo to 

16 court and do soaethinq about it. Tbanlt you. 

11 MR. JOHNSON: But let ae also say this. When it saya that the 

18 Board can do soaething about it is when the appeal hu 

19 been filed -- wbe.n the appeal baa been instituted. Tbe 

20 word 1nat1tuted can.not mean a year later. 'It's when the 

21 appeal bas been instituted they can coae to this Board 

~ and ask for soaa other relief. I believe that the relief 

~ that is in the APA section relates to the Circuit court 

2• really decidino to bold this tbtno 1n advance if there is 

~ need to do that. I think that that•• what should have 

zo• 



• 

• 

• 

1 happened. I did not participate 1D the litigation and I 

2 don • t tb~nk that really 18 an 18.ue ben. But that wu 

3 not done. 

• Mil. HASCH: Thank you . 'l1umlt you, Kr. Cba1raan. 

5 Mil. CIIAIJUQH: Thank you, Mr. Johnaon. Do you have any 

8 additional cOJDenta, Kr. swartz? 

1 Mil. SWAR'I'Z : A colU)le of co.aenta. I auppoae we could have 

8 

9 

t O 

11 

12 

13 

,. 
15 

16 

17 

18 

19 

20 

21 

22 

23 

2• 

2S 

taken the position that partic~at1Dg 1D this litigation 

waa couenceaant of operat1ona and I aa augva•ting to you 

that we could talte that position. It • a lt1Dd of a crazy 

arvuaent, but I aean we were 1n there apendtng aoney and 

doing thing a to defend our right to proceed on thea a. 

I•a not willing to concede theaa orders ere totally dead 

and that we 41dn • t co.aence opera tiona. on the other 

band, I don • t want to get into a n1tp1~g bare. I want 

viable orders because I think that Aahland baa cl.early 

acknowledged they would Uke a decision on aoae of theae 

iaaues that have been rused and would 11lte a decision 

fro• a court of record. My client would 11lte a decision 

froa a court of record. I think the AO'a of~ice would 

lUte a decision from a court of record with regard to 

aoae of these iaauea that are up there right now and I 

think the Board -- the other point that I would lllta to 

malta 1a when aoaabod.y tells •• I can • t do soaath1ng ay 

first question ia, "Show •• where it saya I can't do it. • 
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' And ay view 18 that this BOard bu very, very broad 

2 powers and that absent soaa prov18ion or soae cue that 

3 aoaal)ocSy brings to your attention you bave utreaely 

• broad powers. And I see notb.iD; in th18 act to prevent 

s you froa 4o1ng what I'a ukin; you to 4o. 'l'be last po1Dt 

e that I would like to aalte is Hr. JobD..son bu su;veated 

1 that I abould bave done different tbinga or 9QDe d.Ufer-

8 ant places . I can assure you that in ay vi-, re;ardlua 

9 of wbat I did, be would bave au;quted I abould bave been 

10 

" 
12 

13 

14 

15 

16 

somewhere alae in that forwa. Tbe reason I aa ben 

inatead of the Circuit COurt, thougb, is an lana I need 

to tell you. It is 117 view that the tar. of this order 

is not on appeal. Okay. And it 18 ay view that if I 

actually want an order aaended u opposed to stayed I 

have to come back to this Board. So I thou;bt tb1a 

through and aade a daciaion because I aa of the op1Dion 

11 that 1f I went to JUdqe Perain and said, •I want you to 

18 aaend this order• his answer would be, •I•a bare to pua 

19 on the validity of the order. 'l'ba tara of the order ia 

2l:l not on appeal. I bave no authority to aaend the order. • 

21 so I u here asking you all to exercise your discretion 

~ eaaantially, to aake a decision whether or not 1n the 

23 interest of the Board, in the 1nterast of the parties, 1n 

24 ~he interest of ;attJ.ng soae cue law to afford soae 

25 certainty whether or not it aakea sense to aaed these 

206 



• 

• 

• 

1 orders, give thea a apecific tera runntng u I have 

2 propo .. d so that there ia no confuaion u to tdulthar 

3 defending a law nit involving a unit 1.a enough to 

• couence operatio.na with regard to that 1lllit. I don't 

s want to be 1D the position where I have to aaka that 

a arvuaent. I • d rather have an uended order ao we all 

7 know where we stand. 

e KR . CJ:lAIItDN: COuld you uen.d your court cue in the event 

9 that the Board didn • t grant th1a to request relief f.roa 

to the court to -

11 KR. &lOUlTZ: I would have to argue and I thi.Dk this real:ly 

12 

13 

14 

15 

18 

17 

18 

10 

20 

21 

22 

23 

24 

25 

illustrates th.e reason wby I'a not 1D court. Let•a 

uaUIIe you dey IIY DOtion today and you aay, •ao, we • re 

not going to uend thue orders . • mat ia a nn orcSar 

that 1D theory could be appealed, but 1t'a subject to, 

you know, ia it an abusive discretion end clearly it 

ian' t . I 1u•an, I can • t take that \IP with any hope of 

prevailing 1D front of Jlldge PeraiD. If I want to uuut 

these orders I believe I'a 1D the right place. If I want 

guidance on appeal c:laiaing aoaebocty aade a a1atalte -- I 

aean , that ' a what these appeal a are that Ashland hu 

taken. They have 11ade alleqatiou with regard to tb1Dp 

that happened 1n the prior order. But it • a not going to 

do 11e any good -- the JUdge is golng to aay to 11e, -Jeark, 

the order baa exPired by it • a own teras and I casmot 
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1 breath new life into it. U you want new life into you 

2 you have to go bacJt to the Board. • I Jmov he' a goin; to 

3 tell •• that. 

4 MR. 

5 

6 

HASOR: Let ae ask you this because I don't mow enough 

about these appeals . Are these appeals rel.ated to 

specific decisions of the Board on appl1cat1cma? 

7 MR. SWARTZ: Yes. 

8 MR . KASOH: If this order expires --

9 MR. SVARTZ: 1 think those appeals are reaoved which 1s why 

10 this 1B illportant. 

u MR. MASON: so the whole case, that's just gone down the 

12 toilet . 

13 MR. SllAJlTZ: Right. And all the tiae and enercn that the AG'a 

14 

15 

invested, that we've invested - we• U be back here 

repooling all these Wlits. I aean, think about judicial 

16 economy. 

11 KR . MASON: Wall, I mean, that's the problu I have. 

18 MR . SWARTZ : Right . 

19 KR. MASON: Let me ask you one other quaation. 'l'his applica-

20 tion for aaendllent, was the notice of these applications 

~ qiven to all of the people who were oriqinally noticed on 

~ the applications? 

23 KR . SWARTZ : I' 11 let Harty answer that quaation because I 

2• thinlt be needs to . EXcept for people that we aay have 

25 obtained leases troD since then. Marty, do you want to 
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1 tell --

2 MR . KASON: Any penon that would have had a ataruung to 

3 receive notice -- I vu••• what I'a --

• MR . SVAilTZ: No, the respondent• 1.8 what I'a aQing. 

s HR. KASOR: I underatand that. But the by thing I'a after 

8 here 1• do we prejudice anybody' • intereat -

7 MR. VXR.TH: No, sir. 

a KR. KASON: -- who did not know that thia order aay be 

9 extended who would be a party that would be a noticed 

1o party under a pooling application currently flled? 

11 MR . WDn'B: ID the original when we force pooled it wu 

12 aostly all Lon Rogers. BUt there waa a 46 acre tract, 

13 they have bee.n noticed also. 'l'bey•ve alao aany of thea 

14 

15 

aigned leaaes with lle, but they have received notice. ve 

juat took the original respondents and want off of it. 

16 KR. MASON: so everyone that would be entitled to notice tmd•r 

11 a new forced pooling order as to th1• tract baa received 

18 notice of this application to extend the order? 

19 K.R . WIRTH: That is correct. 

20 MR. JOHNSON: I think inquiry need& to aade u to whether or 

21 not they've gone back and checked to aake aura there 

22 basn • t been any changes. Hy client have changea. Lon B. 

23 Rogers, Bradshaw Truat 12 now baa the coal intere•t on 

24 the tract and that bas changed aince the application. 

25 K.R . MASON: Well, you're bare on their behalf • 
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HR. JOHNSON: Yes, air . 

2 HR. MASON: You•re hera on their watviDg of notice eo -

3 KJl . JOHNSON: Yea, sir, I aa. ADd I'a not coaplajntn; about 

4 that, Hr. ttaaon. I'a just sayiJl; I thi.Dlt inquiry ought 

5 to aade as to whether or not titles have been checked to 

6 aee if there have been any changes aiDce the orc!ers ware 

1 issued as well as any publication that aay have occurred 

e with regard to this particular appllcat.1o.n . 

9 HR. MASON: Thank you, Mr. c:bairaan. 

10 HR. SVARTZ: With regard to publication we have filed two 

n copies of notices of publication with regard to thue 

t2 issues with Mr . FUlmer. so not only 414 we aai.l but we 

13 also published. we treated this as 1f it vu a real 

t 4 aotion effecting the respondents ri;hta and ;ave the 

15 statutory kinds of notice that are called for 1D any 

t6 aotion or petition that you brio; to the 'Board. 

t1 HR. JOBNSO.N: Hr. Wupler, I • d lille to say one aore thing. If 

t8 

t9 

20 

2t 

22 

23 

24 

25 

there • s not any other que a tiona or anything I have just 

one thing I want to say. I don • t waive any of the points 

that I've already aade and argued here, but I just want 

to say to the 'Board I feel that 1f the 'BOard 1a inclined 

to grant this application that the Board ought to eat a 

d.ate certain for the effective date of the new order. I 

don ' t think 1f the Board 1a just ;oiD; to sit there an.d 

let this litigation go on and there are two parties that 
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• 1 are inuuely involved 1D t.hat who apparantly want you to 

2 aqree to thia uendaent, I believe that what would be 

3 proper would be to eat a date certa1D end ueniS the order 

• end qive thu an ac!diticmal year or au aonthe or 

5 whatever the BoariS feels 1s adequate . 'l'be reason I aa.y 

6 that 1a 1s if these unita are tied QP effectively, 

1 nothing's going on on thea, there aren't any walla be1Dg 

e drUled, and the parties neeiS to be encourapiS to 

g co.plete the litiqatiOD rather than to allow the lit.iga-

10 t1on to date mine the effective date of the order. 

11 HR . CHAIRMAN: AllY other questiou or co.aanta? 

12 KR. McGI.OTHLDf: Mr. swartz, other than just trying to be a 

13 Dice guy, vas there any other c1rc:uaatancea that caused • 14 the drUUnq not to be dona? 

15 KR. SWARTZ: Yeah. What 1f we lost the eppeal? I aeu, ve•re 

16 talk1Dg about apellding a couple thouaan4 dollars where 

11 the case in on appeal . That's why these vella veren • t 

111 drilled. It bad nothing to do With being a n1ce guy at 

19 all . Okay. It vas the prudent t:hlng to do uniSer the 

20 c i rcua.tanc:ea if you vera about to spend 250,000 plus 

21 dollars. That's what drove the dec1a1on. 

22 KR. CHAIRMAN: You know, the troubling thing 1a for ae just 

~ talking as we're suppose to ISo 1n front of everyone 1a 

2• we • re deal1nq with orders after the fact -- after they 

25 did expire -- and I think that 1a troubling. I ISon • t 

• 
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1 particularly like baving to be daaling With that iaaue 

2 which Q)reads the iaaue of the BOard's authority, you 

3 Jmow, how far does it reach, where does it and, can it 

4 breath life back into expired ord.en, can it really 

s legally vrant that without a new order. And I • • juat 

a tro@led by that. I don't lilte having to deal With that 

1 part of our authority. I think it could have been 

a avoided. I'a not trying to beat you, but % u adllootah-

9 1Dg you for us being 1D tlUB situation to begin with. At 

1o the aaae tiae I recognJ.ze there• s been exteo.aive lltJ.ga-

" tion ongoing 1D this aatter so I • • Jt1Dd of tom between 

12 this. I th111Jt 1t • s a critical ieaue for the Board in 

13 

14 

it's decision. I think anytiae that the Board ware to 

conaider breath1Dg life into an order it certa.i.Dly should 

IS have carefully thought out the consequences on all aides. 

16 I certainly feel like that if we do eoUrta.i.D a action to 

11 resurrect and extend these orders that we ought to have a 

18 quick end date and so•e provision to require you to vet 

IV tbe court involved 1t you qat any further relief. 

20 HR. I"ULKER: Hr. Cbairllan, I just want to note to the Board, 

21 the Board was also oaaed a party of this appeal. so they 

22 have the sue obligation or the aaae rights under their 

~ own aotions to either extend it or kill 1t, whatever they 

2• want to do, but bear 1n aiDeS that the Board 1a part of 

25 the appeal process now. so it is wrapped \lP in the sue 
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proceaa. And whether it can aaend or k.1l.l it'e own 

order, I don. t mow. I' 11 leave that to the lap.l 

people. But that • a where you stand on thie ieaua. 

K.1lSON : H.r. Cha.1..maD, I think one of the things, too, to 

taka into coD.Bideration 1e that th1e act, I think, hu a 

nwaber of things about it which conatituta that th1s 

Board baa continu1ng jurisdiction over the th1nqs that we 

create by virtue of our orders. Bven though the order 

itself aay have a date with respect to certain things 

included 1n it, I think one of the real aajor parte of 

this act is ao•e of the concept of ongoing jurisdiction 

and respoDS1bUity to daal with things that relata to 

these wells and th.eae force pooled units. I alao think 

that the - I 'II deeply troubled by the idaa that the 

failure to act on thia matter aff1raat1vely would have 

the effect of potentially tarll1.nating the appeals in 

Circuit court which 1a pending 1D which we ouraelvu are 

defendants. I find that a011ewhat (Inaudible.) froa a 

respona1bU1ty standpoint. Although at the aaae tilla I 

do feel a great deal of aywpathy with you for adaoniahing 

the applicants for putting us 1D that position. I th1Dk 

perhaps that I would like to make a aotion to the effect 

that these extensions be czrantad for 180 daxa froa today 

with the understandinq that we would not be particularly 

deceptive to aoaa other Board extension unlaaa directed 
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2 

3 

froa Circuit Court bearing 1D aind tbat tbia, 1D fact, ta 

a very unuual aet of circ:UII&tancaa tbat we would 

hopefully not bave to deal vitb aqaiD. 

• Mil. CIIAillMAN: Ve bave a aotion. %'11 jut aab a atateaent. 

5 % tbi.Dk I qot ay adaoD.Ubaent fraa Kr. I'Ulaer u vall u 

6 far u tbat we abare4 aoae burden 1D dealing With the 

1 order since tbe c:oaacmvealtb wu a part;y to th1.8. so 

8 tbat • a luat duly noted and rec:e1va4, accepted. % have a 

9 aotion. 

10 Kll. EVANS: second. 

n MR. CIIA%'BKNI: Motion and a aacon4. Any further di.ac:uaaion? 

12 

13 

1. 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

No further di.ac:uadon. All 1D favor aivni.fY by aa@q 

yea. (ALL AJTIRH.) apposed say no. (ROJIB.) %t'a 

unantaoua. '!'bank xou. 

( Bnd of Proceedings for 
March, 17, 1992) 
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2 CBit'i'lFICAft 

3 

4 c:motmnmALTB OF V1llGXHIA 

5 COUJft'Y OF QS!I'tNGTOH 

1 1, 'faaara L. White, Notary PUblic 1D and for the CODOn-

a wealth of Vi.rvinia, at Large, 4o hereby certify that the 

9 fore;oiDg proceediDga of the Vir91D1a GU and OU Board 

10 aeetiDg held on Karch 17, 1992 at the soutbweat VirgiDia 4-B 

n center, AbiDgdon, VirV1Dia, were taken b7 ae and that the 

12 fore;oiDg 1.8 a true ed correct tru.cript of the proceecliDp 

13 had a a aforesaid to the beat of 117 ability • 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.& 

25 

X further certify that 1 u not a relative, c:cnmael. or 

attorney for either party, or otherwise interested 1D the 

outcoae of this action. 

G:IVEN under Ill' hod this 15th day of ~ru. 1992. 

TAMARA L. WH:I'fB 
NO'fARY PUBLIC 

My coaa1aa1on expires JUne 30, 1996. 
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