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1 April 21. 1992 

2 This aatter cue on the be heard on this the 21st day of 

3 April, 1992 before the VlrQU11a Gas and Oil Board at the 

4 Sout.hwest Vlrqinia 4-H center, Ab1ngdon, Vi.rqin1a, pursuant to 

5 s ection 45 . 1-361 . 19 .8 and 45 . 1-361.23.8. 

11 HR . ~: Good aornJ.nc;r . Hy nue is Benny Vupler. I • a 

7 Assistant Director for Mining for the Virqinia Departllent 

e of Kines . K1nerals and EDerqy. ADd I will ask our Board 

8 aeabers to 1ntroduce theaselves startinq with Kevin . 

tO (MEMBERS INTRODUCED.) 
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1 ITEM I 

2 

3 HR . CHAIRMAN : Folks , I'aa qol.DQ' ~o have ~o ask you ~ take a 

• seat . please, and co11.e ~o order as we a~ar~ our heartnv. 

5 The firs~ case ~a~ we have ~oday is docket nuaber VGOB-

s 92/03/17- 0195 and 0197 . 

7 HR . SWARTZ : Hr . Cha!.r:!an , Hark A. S'Vart:z and Howard salisbury 

a appearlDg for on . DSA on those two aatters which are 

9 lu~ed as I tea I . I would request that 1n the l.D~erest 

10 of aoving things along since I~e.aas m and IV involve 

11 iden~ical ~est1mony and exhibits that you miqh~ consider 

12 calling docket iteas III and IV which were also two 

13 

1. 

15 

matters which were adjourned from the last hearint; • 

Testiaony was offered, but there was an interest express

ed by the Board on s ome additio~al lDforaation and the 

16 Uoue with regard to those four units would be the same . 

17 HR . CHA.IIU'.AN : Okay . Is there any objection ~o tha~? Are 

18 ther e any other part1es tho.~ w1.sb to address the Board 

19 regard1ng these f1rs t three docket numbers? I'll read 

~ ~hem again. Tba~ ·s docke~ number VGOB-92/03/17-0195, 

~ 0197 , VGOB-91/10/ 15- 0154, 91 / 12/17-0173, 91/12/17-0 --

~ HR . SWAR7Z: What you need to do is skip ~o and 90 to III and 

23 IV . 

24 KR . CHAIRMAN : 1 •m sorry . I thought I did that, bu~ I started 

~ on II . didn'~ I? 0195 , 0197, and VGOB-92/03/17-0196, 
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1 VGOB-92/03/17-0198 are the docket nuabera. Anyone that 

2 wishes to address the Boa.rd 1n these aatters please coae 

3 forward at this tiae. 

• HR. 

5 

6 HR . 

7 

II HR . 

g 

10 

" 
12 

13 

14 

15 

18 

17 

18 

18 

21) 

21 

22 

2:3 

24 

25 

KeGLOTHLIN: As I did last aonth, I excuse ayself fr011 

these proceedinqa. 

CHArRHAN: okay. Any others that w1ab to address the 

Board 1n this 11atter? continue. 

SWARTZ : Kr . Chai.nlan, by way of r-1nd1n; everyone or 

refreshing our recollection as to why these aatters were 

adjourned, there was s011e discussion at the last bearin; 

with re;ard to cost, particularly with re;ard to whether 

o r not a firm a;reement bad been rea.ched by orr. USA 

and/ or Buchanan Production and/or Island creek with 

re;ard t o the cost of the we~l bores which were qoinq to 

be used to produce ;as 1n these four units and the 

11atters were adjourned with the advice of the Board that 

a f1ra a;ree11ent ou;bt to be reached so that the Board 

knew exac tly what the cost l.D~ormation was . And 1 have 

suba1 tted this a orn1nq - and Kr . Gordon Will testify 

w1ch re;ard to it very bnefly and if you have questions 

you c an obviously follow-up , but I have presented an 

Exh ib it It th1G a orn1n; which bas all four VGOB nuabers on 

1t . t he f our cases that we're tultinq about. It is a 

contract approval abstract and what it does is suaaari:e 

what 

3 
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1 we -- based on the kind of questions we were beiD; asked 

2 last tiee here . what we bali eve were the points of the 

3 agreuent that would be of interest to the Board 1n 

4 addressing what interest was beinq asaicpled, what the 

5 rtqhta and ref1Ponsi.b111t1es of the vartous parties would 

8 be, and what the actual cost of the well bore assiquaents 

7 would be in the contract app·roval act . Abstract Exhibit 

II It. we hope, set.s forth the lt.iDd of ildoraat1o.n that you 

9 were looking for last time. You'll notice at the bottoa 

10 that 1 t h.as been signed - the abstract by an Island 

" creek representative who is the head of the division 1n 

12 oakwood and by the I.and Depa.rtllent by Kr . Wirth on beb.alf 

13 

1C 

of both OXY and Buchanan Production. The second exhibit 

that we have g1ven you th.i.s ·morn1ng which pe.rta1na to all 

15 four of the units under consideration is Pa;e 2 of 

16 Exhi.bi t G. As you may or aa.y not recall, EXhibit G is a 

17 recap of all of the cost :LDcurred in the eight units 

18 wh1ch intersect the t wo lonqvall panels that are involved 

19 with t he s e four units and the t .racta those cross end 

~ t otals them . This exhibit is necessary for disclosing 

21 what a participation interest would requ.ire, what kind of 

22 a paYDent a partlcipation electio.n would require, and 

~ a lso discloses the interests of the .va.rioua units . It's 

24 the same for al l of the units . It has been aaended only 

25 1n that it has moved somew.hat downward because the 
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1 estioate wh1ch was be1nq used last time we were bere was 

2 5150,000 per well bore . so the clifference, 1f you were 

3 to coapare thu a=ended exhibit to wbat you saw laat 

4 time , is there 1s a difference solely attributable to 

5 mov inq t he well bore price, acquisition price or aasiqn-

e aent price down froa $150 ,000 to 5142,500. Witb that 

7 introduction , I would li.lte to c all Hr. Gordon briefly and 

8 bave hU~ co-ent on these two exhibiu. 

9 KR. CHAIRMAN : Okay. 

10 COUilT REPORTER : (swears witness . ) 

11 

12 S.AKUEL B • GORDON, ri 

13 a witness who, after havinq ..,ean duly sworn, was ex&llin.ed anc1 

14 testifi ed as fol lows : 

15 

18 

17 

DIRECT EXAMINATION 

18 BY KR . SVAATZ : 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

o. 
A. 

o . 

Hr. Gordon , could you state your name for ua? 

samuel £ . Gor don , II . 

Tell us where you live. 

Ta~ewel l . V1rq1nia. 

Wbo are you eaployed by? 

OXY , OSA, Inc. 

Di d you testify at the March hearinq witb reqard to these 
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2 A. 

3 Q. 

4 

5 

8 A. 

7 Q. 

8 A. 

8 Q. 

10 A. 

11 Q. 

12 A. 

• 13 Q . 

14 A. 

15 

18 Q. 

17 

111 A. 

19 Q. 

20 

21 

22 A. 

23 Q. 

2' A. 

25 Q . 

• 

four units? 

I did, yes, sir . 

PUtUnq Bxhl.bit It which has been offered thia aorn1Dq in 

front of you, ay first question would be is th1a a 

contrac t approval abstract? 

I t is that, yes, sir . 

And who prepared ~s? 

I prepared t his. 

And does your s 1qnature appear on this doCUIIent? 

Yes, it does . 

I n the blank after •s1qned0 ? 

Yes. 

And who bas initialed this on behalf of Island creek? 

Mr . sbocky who is VP for the Island creeJt Virqinia 

Dlvision . 

And vbo bas s1qned off on this abstract on behalf of orr. 

USA and/or Buchanolll Production? 

Hart in £ . Wirth. 

Does tb1s abstract that you prepared summarize the b&slc 

aqreeDents t hat have been r eached by Island creek, OIY, 

and Buchanon Production with r eqard to these well bores? 

I t does , yes . S! r. 

And what 1s the assiqn=ent pri ce per well bore? 

The consideration would be 5142, 500 per well bore . 

Nov , v lth r e qard to the second exhibit -- an aaended 

6 
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2 
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' A. 

5 Q. 

8 A. 

7 Q. 

8 

II 

10 A. 

11 Q. 

12 

13 A . 

14 

15 

18 Q. 

17 

18 

19 

20 

21 A. 

exh~b1t that vas presented this aorninq, I'll abov you 

vbat baa been aarked as 1111ended Exhibit G, Paqa 2 . Do 

you see that? 

Yes , I d.o. 

Who prepared t h i s ? 

I prepared this . 

I s thl.a exhibit used with reqard to cost eatillatu and 

participation estimates for all of the four units under 

consideration? 

Yes , it does . 

What i s the cUfference between this ame.nded E:,.hibit G, 

Paqe 2 and the Exhibit G, Paqe 2 th.at ve aav 1D March? 

The one we saw in March had the per ve11 bore estimated 

price of 1150, 000 end ve have taken that out and injected 

S142, 500 in it' s place and adjusted the f i qurea down. 

And does Exhl.bit G, Paqe 2 represent in your judqea.ent a 

reasonable eatiaate as t o the cost vbich will be expended 

t o develop thece two panels th&ct acre under conaiduation 

in t hese f our units that ve have consolidated the 

hear1nqs for for purposes today? 

I t does. yes. 

~ HR . SWART~ : That' s a l l r have . 

23 HR. CHAIRMAN : Any questions, aaemhers of the Board? 

24 HR . MASON : Yes, Hr . Chai1111an . 

~ HR. CHAIRHAN : Hr . Mason • 

., 
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1 HR. KASON l sir, U\is is a contract approval abstract. Has 

2 there actually been a complete contract signed? 

3 HR. GORDON : The docUIIent is being prepared and will be 

• signed, yes . 

5 HR . HASON: But there isn't one signed now? 

II HR. GORDON: Correct . 

7 HR . HASON : Do you lulow wbst the tens of that contra c t will 

a be -- for bow lon!l? 

9 HR . GORDON : The term w111 be for the l 1ve of our developaent 

10 in U\e Oakwood field . 

11 HR. HASON : so the contract will run for however l onq that 

12 there is marketable production or soaethinq like that? 

13 HR. GORDON: Yes . 

1• HR . HASON: Do you know what the conditio.ns are under which 

15 that Island Creek could terminate the contract? 

16 HR . GORDON : NO , I don't. 

17 HR. HAS ON: Wba t I ' Ill c urious has to do with your payinq 

18 5142 .500 for the use of t his we~l bore . ADd, of course , 

19 if Isla nd creek. f o r i .nstance , bas the riqht after soae 

~ period of t1ae to cancel that riqht contractually for any 

21 r eason I quess what I'CI curious about is wbat is the 

~ level -- I mean. obviously there are certain thinqs that 

~ involve mine saf e ty, I would assume, and thinqs like that 

2• that they could ter.tnate the use of this well bore if 

~ that became a problem. I queaa what I'm tryinq to do is 

8 
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2 

3 

ascertain with reasonableness of the a.ouot that's being 

paJ.d for this. does - are there sufficient core rights 

who cannot be cut off by Island creek. to justify this 

• being a reasonable price? I would assuae you all thtnk 

5 so or you wouldn't aqree to pay it. But I'll curious as 

6 to what that might be. 

1 HR . SWARTZ : If you want to pursue specific questions with 

I regard to the overa ll aqree:aent -- and really you're 

e getting into an aqreeQent that's close to being finally 

10 negotiated , the overall agreeaent, but bas not -- Kr. 

t1 Beckett is here this morning and I think he might be able 

12 to --

13 HR . HASON : Oo you understand what I'm saying? 

14 HR . SWARTZ : I understand . And I th.inlt that Kr . Beckett could 

15 address the question you've just posed. 

16 HR . HASON : Because to 117 mUld the reasonableness of the coat 

17 is r e lated to bow concrete an asset you're acquiring . 

11 And 1n terms of the other party 's ability to terai.Date 

1& that relatlonship it seems to Qe that that is a very 

20 111ater1al aspect of whether or not this is a reasonable 

21 cost . 

22 HR . SWARTZ : If we c ould put Kr. Beckett uod.er oath. 

23 MR . CHAIRMAN : All right . 

24 COURT REPORTER : (Swears Wltnesa.) 

25 
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, .1AHSS R. BBCKEtl 

2 a Vitness who, after havinq been duly sworn, wu ex• •1ned and 

3 testified u follows : 

4 

5 

8 

DIRECT EXAMINATION 

7 BY HR. SWARTZ : 

a Q. 

g A. 

10 Q. 

, A. 

12 Q. 

13 A . 

14 Q. 

IS P. . 

18 Q. 

17 

18 

19 

20 

21 

22 A. 

23 

24 

25 

You need to state your full nAIIe for •e . 

JaDes R. Beckett . 

Wbo do you work f or? 

OXY, USA . 

And where do you live? 

Bdllond, Oklahoma . 

Do you have a title? 

Director for coalbed cetbane . 

You ' ve been here wh1le Hr . Mason bas asked several 

quest1ons wi th reqard to the ter= of the aqreeJDent and/or 

Island creek's abll~ty, i f any, to avoid-- or to cancel 

the aqreement or avoid it's responsibilities with reqard 

t o any q1ven well bore . Can you r espond to the questions 

that h ave been ra1scd? 

Yes . I can. The detai led lanquaqe addressinq that topic 

bas not been drafted . I can assure you that it wUl not 

be a capricious r i qbt on the part o f Island creek. I can 

assure you that 1f llininq safety 1a involved they will 

10 
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t have a right to t e rminate and that it will be done 1D a 

2 11anner that protects the interests of the oil and vas 

3 producer 1D a manner that's consistent with the third 

~ party relationship . 

5 HR. HASON: Okay. 'thank you. Any other questions? 

6 HR. SWARTZ : I have nothinq further. () 

7 (Witness stands aside.) 

8 HR. CHAIJ!MAN : Since you have collbined these, Mr. swartz, we 

9 have the objecti on from Hr. Donald A. McGlothlin. 

10 HR . SWARTZ : Rl.9ht. 

u HR. CHAIRMAN : Would you address that? 

12 KR . SWARTZ : Uh --

13 HR . CHAIRMAN: could you address that? 

1c HR . SWARTZ : I can . I'l:l not s ure that we received olljections 

15 

16 

17 

18 

19 

wi th r eqard t o e ac h o f the four units before last month's 

bean.nq , but I bel1eve we received one or two ollject.ions 

be f o re the bearinq and the.n after last month • s hearin9 

seve r al mor e cue 1 0 , but they all seem to be the sue. 

sssenttally the s ue p l eading bas been f i led with reqard 

t o each unit by Donal d A. McGloth lin . Just the unit 

21 number has cbanqed f r om one pleadinq to t:he next . I have 

~ no tes and could address one at a time each of the 

n ob ject ions in a s horthand f ash i on and then if you have 

2• any questlons , we o r witness e s, we could deal With that . 

~ HR . CHAIRMAN : All r iQbt. I would like for you to do that, 

11 
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1 please. 

2 HR. 5\lARTZ : The first objection. there is a c-antention that 

3 

• 
s 

6 

7 

6 

9 

10 

11 

12 

13 

1. 

15 

16 

17 

18 

19 

20 

21 

2'2 

Zl 

24 

2S 

OXY UJ not an owner of an interest in oil and qas or 

lacks statut ory standing . That was addressed in the 

exhibits Whlch were filed with each of our applications. 

We've always addressed an.d did 'With re;ard to each of 

these four un1ts OXY ' s lease bold position 'With regard to 

both coal and oil and gas. And in each o•f these units 

there is an Exhibit A. Page 2 . and an Exhibit B which 

sets forth OXY's interests and tbey• re in the record. 

And there is nothing that's been offered to dispute that 

by Hr . HcGlothl 1D or anyone . so under the statute on 

bad an 1Dterest 1n these units when these· applications 

were f iled and it's disclosed in the record. There was 

test~ony that deals with that issue. Item 2 is a 

contention that the UDlt f a ils t o comply with state wide 

field rules . Well, it doesn't have to comply with 

statewide field rules because it is in the Oakwood field 

and 1s subject to specific field rules issued by the 

Board. lte= three is that the si:e and configuration of 

the un~t 1s not adequate to drain tbe gas . Well. in the 

establishment of field rules by tbis Board there bas been 

a fin d1ng t hat t .hese uni t si:es are adequate and no 

evldence has been offered to overcome t hat pri or finding 

of the Board . And that really is an issue that needed to 
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1 be challenged when the field rules were established or 

2 needs to be challenged, I auppose , 1D a petition address-

3 in; whether or not the held rules are adequate. But I 

4 believe there• a a findl.ng of record by this Board that 

5 the s 1ze and configuration of these units are, 1D fact, 

e adequate . Itea four says the well is not locaud 1D the 

7 center of the proposed unit . Well, these are all gob gas 

e un~ts and when the oakWood Field RUles II were addressed 

9 by this Board - and we su.ll don • t have an ordar, but --

10 I mean . 1 recall because we were here on several 

11 

12 

13 

1C 

occasions . You wl.l.l remember, I hope, that the active 

gob units unc1er the Oakwooc1 F~eld Rule II do not have 

dr1111n; w1ndows because the well drilling is often in 

these un1ts driven by mine c1esiqn and 111De plans. so 

15 there are no drUlinc; units. These wells since they• re 

1e dra101n; lon;wall panels need to be located 1D the panel 

17 and the center o! the unit i s really irrelevant to where 

18 they cu gbt be located. NUmber five says that the plat 

19 subcu tted by OXY with lt • s application falls to comply 

~ w1tb Board reoulatl.ons. We have certified that we 

21 bel1eve 1t does . There ~s a certificate that is attached 

22 t o each one o f these appllcations siqned by an on 

ZJ representative cert1fy1nq that they believe the applica-

2• tion compll.eo with the Boarc1 rules and requlations. l' ve 

~ rev1ewed the p l at . I think it complies. It's on the new 

13 
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1 

2 

3 

form tha~ was approved when the reqs were 1.111plt!llented 

las~ Fall. Item 6, there is an objection to the accuracy 

of the survey 1nforaa~1on . Tes~imony would have to be 

" offered to support that content1on and there has been no 

5 testiJiony. Then there is a contention that OXY failed to 

8 list all the owners. Well, wbo? Where • s the testillony? 

7 We believe that we have and that due dil~qence was 

a exercised to locate all folks that needed to be noticed 

9 or needed to be leased froa . Item eiqbt in the objection 

10 is ~bat OXY bas failed to provide McGlotbl tn with 

n geoloqic or petroleiil:l enqineei"inq data and qenerally it • a 

12 an objection th.at we haven • t given or furnished informa-

13 

, .. 
tion that we're suppose to give. I am unaware of any 

require~~ent for us to disclose information to anyone that 

t5 we haven ' t complied with in these applications. There's 

t& a reserva tJ.on of the riQbt to submit evidence and cross-

17 exam1ne Wltnesses. Obviously that hasn't occurred. With 

18 rec;~ard to item nine, OXY has failed to provide McGlothlin 

19 wi t.h any docw:~entation or other evidence as to l.t' s 

20 request to be designated operator of the unit. Well, 

2t there was ~estimony. Mr. McGlothlin could have come here 

~ and c ross-examined the OXY v1tnesses with regard to OXY's 

~ ability ~o act as pi"Udently or act responsibly as 

24 des1qnated operator . He didn't do that . ~s is really 

25 a subject o f testimony and none bas been offered to 

14 
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1 

2 

3 

contradiclt what's been offered by OXY. Itu ten, H.r. 

McGlothlin objects saying that there vas a failure to 

provide projected drilling costs and supervision fees and 

4 so forth. All of the financial information, the exhib-

5 its, were provided to H.r. McGlothlin and all other 

8 respondents when these four applications were filed. Be 

7 bad an opportuni ty to be here last month to cross-examine 

8 the OXY Witnesses to pursue quest.ions. Be did not avail 

9 himself of that opportunity. I miQht point out that 

10 Board Rule 10 allows a reasonable supervision fee to be 

11 c harqed and is conteDPlated by the Board rules. Ito 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

eleven 1s a contention that OXY failed to provide H.r. 

McGlothlin with written evidence or documentation 

concernin•q the conditions for participation. Well, each 

of the applicatl.ons and the financial inforaation and 

costs tha't' s sub;ai tted there'lfith disclose what the cost 

o f parucipation would be . You s1.JIIply take the division 

of interests off of the Exhibit G, apply it to the total 

cost assoc1ated with either panel, also shown on Exhibit 

G, and you know what your participation interest is. So 

it ' s our v i ew that we have supplied that infomation. Be 

22 bad an op:portuni ty to appear , cross-exuine, present 

~ evidence , and be did no t do that. In addition, with 

24 regar d t o subsequent operatlons you will recall that we 

2S have subm.1 tted p r oposed lanquaqe that we would lUte to 

15 
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I 

2 

see the Board incorporate in any order with reqard to 

these units dealing with subsequent operations. xn other 

3 words, if there is further development in these units the 

• proposed lanquage that we submitted last tUie with reqard 

5 to each of these four units woUld deal with that 1.ssue 

6 and would deal with what happens to a part.icipation 

7 interest if the.re' s further deve.lOPlllent or subsequent 

e operat.1ons or a carried interest. Ite.a twelve is just a 

9 catch all reservation of the right to present evi.dence 

to and croDs- examine witnesses and that clearly has not 

II happened. Itl!lll thi.rteen is a constitutional challenqe. 

12 I really don • t th.lnl't that this is the appropriate fon. 

13 ,. 
t5 

I think that thi s Board needs to be aware of the require

ments of the consti c:ution from a procedural standpoint 

and try to follow them and I thinlt this Board does. But 

t6 in terms of challenging the enti.re section 361.22 as 

17 uneonstltut1ona1 is really not an issue that this Soard 

18 needs to deal Wl th . Item fourteen, I really don't know 

t9 what the statute c i t:.ed and item fourteen have to do with 

~ these proceedings . 361 . 11 and 361.12 are directed toward 

21 coa l owner ob) e c tioos. 361.17 deals with statewide 

22 spac1ng. We know that statewide spaci.nq doesn't apply 

~ when you have specific field rules which we have here. 

2~ 3 61 .20 . 0 also applies to coal owners. There's no 

~ contention by Hr . HcGlothlin in any of the paper work 

16 
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1 ~hat he submi~~ed as a coal owner, at least aa far aa I 

2 can ~ell. And 1n a auaaary faahion that would !)e ay 

3 response ~o each o f the objections !)y Hr. McGlothlin. 

" KR . CHAIRMAN : Any ques~ions , 111eabers of the Board? Any other 

5 par~ies tha~ wish ~o address the Board 1n this cue? I'll 

I l ooltln g a~ the reco rd because of the way we ended at laat 

7 heari ng . We talked about and heard evidence on 195 and 

I ~he Board approved ~bat pooling application subject to 

9 the de~ermination that the nature of the well !)ore that ' s 

10 b een acquired and the appropriateness of the coat being 

11 paid f or thea and allowing participation election be made 

12 by the proper parties to run frolll the date of the Board • a 

13 

14 

ac~ion 1n r egard ~o such de~ermination of coat. We 

c onc luded ~he~ after the Board vo~ed and then we called 

15 196 and Hr . swar~z. I believe you asked that we continue 

11 196 and 198 ~o nex~ aeeting a~ that t1ae. 

17 KR . SWA.RTZ : Okay . 

111 KR . CHAIRMAN : I ' m jus~ milking sure we keep this all straic;aht. 

10 I s that cons1a~ent wi t h your recollection? 

20 HR. SWARTZ : Well , I thinlt we also offered test1aony, thouQb, 

21 on 197 . 

~ HR. CHAIRMAN : You d~d . 

23 HR. SWART Z: And it was approved subject to the exhibits that 

24 have been o f Ce red t b l& 11orning . 

~ HR. CHAI~~ ~ You did . 196 and 198 are the ones I'a brinc;a1nc;a 
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I 

I 

• 

• 

• 

1 to your attentlon riqht now, okay? 

2 HR. SWARTZ: okay. I was franJtly under the iapreasion that we 

3 had offered testil:lony with reqard to all four of the 

4 un1ts and we adjourned thea a..ll for the aaae purpose . 

5 But if you're reviewinq the record, Hr. Chairlaao, I ' a not 

8 qoinq to arque with what the record reflects . What I 

7 would proposed to do then With reqard to docket numbers 

a 0196 and 0198 is spend a few llioutea with Hr. Gordon on 

II the application of notices so that we have that in the 

1D r ecord and then I would move at the conclusion of that to 

11 deal wi th all four of the cases. 

12 KR . CHAIRMAN : I'd liJte to take a few a1.nutea recess anyway to 

13 a llow you to look at the r ecord and see if you draw any 

14 different conc lusion from that . BUt I th1.nk it I 8 

15 il:lportant with these cases to make sure that we keep them 

115 stralqht. so we'll take a ten l:li.nute recess . 

17 ( AF'I'ER A BRIEF RECESS, THB PROCEEDINGS CONTINUlro AS 

111 FOLLOWS : ) 

19 KR . CHAIRHN~ : The Board has approved the poolinq application 

20 sUbJect to the detenlinat1on of coat on both doc.ket 

21 nuaber 0 195 and 0 197. You ' ve beard the additional 

~ evi dence that the Board requested reqardinq the coat and 

23 reqardinq the aqreuent. I th1.nk before we qo forward 

24 with the other two dockets and receive testimony on those 

~ that 1: would be better , unless the Board objects to 

18 
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I doinq it: that: way, to act on the two that we•ve beard the 

2 evidence on. 

3 HR. HASON: would it be appropriate at th~s point u. make a 

4 110t1on? 

5 HR . CRA.IRHAN : I think 1t would. 

8 KB . MASON: I would move the approval of these Dotions 

7 cond~tioned upon several thinqs. I th~ that we need to 

8 bear in mind the we11 costs are at this staqe only an 

9 estimate and I think the Code sets forth the fact that 

10 anyone at anytime can challenge the reasonableness of the 

n well costs by a motion of t:bis Board. And based on that. 

12 I would l ike to have this aoproved subject to the 

13 

14 

15 

16 

17 

IB 

19 

20 

21 

22 

23 

24 

25 

petltioner furnishing the Board at such times as this 

aqree.ment that • s i n their abstract is finalized. that 

they furnish us with three items of information . 1, 

anyt.hi nq that' s i n the f 1nal aqree.ment that is different 

from what ' s on t his abstract, if anytbinq. 2. the actual 

term of t hat agreement in t:~rms of whether it ' s a term of 

years or condit~oned upon soae other factor. And 3. the 

rights of Island Creek or Buchanan Production. if any, to 

t:era1nate the agreement and essentially ter~~inate the 

r 1qht s of t he use of t he well bore. If they would 

furn ish us a memorandue~ to that effect at such time that 

that 1s complete. 

HR. CHAIRMAN : wouldn ' t you think it appropriate as part of 
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• 

• 

1 that that they furnish the aqreeaent itself for the 

2 record? 

3 MR. MASON : well , I don't know . The reason I question that i.s 

4 is that I thinlt Hr. sw~: mentioned that this was part 

5 of so•e sort of global aqreement and it might be easier 

e to make them extract out of it what it is that's relevant 

7 to us . 

II MR . CHAIRMAN : AU riqbt. 

9 HR . HASON : I certainly bave no objection to tbea furnisbinq 

10 the aqree•ent.. I just think it would helpfUl. if soaebody 

11 would abstract out the provisions that are rel.evant to 

1.2 the life and legal efficacy of tbe well bore as, perhaps. 

13 

14 

supple11ented if you wi.sh by the aqreement or any leqal 

evidence where that came from. I just suggest that, 

15 that that's a way to deal with this. 

111 HR . CHAIRMAN : I understand . 

17 HR . MASON: Which allows them to go forward with the 

Ill 

19 

20 

21 

22 

development of these wel ls and if anyone 1n the future 

wishes t o object to the reasonableness of this cost there 

would be among the Board r ecords sufficient evidence to 

make a determ1nation of whether or not tbey were, in 

fact . reasonab le. 

~ HR. CHAIRMAN : Okay. You ' ve heard the motion . If I can 

24 

25 

sum~anze, approve conditioned upon the petitioner 

f urnlshing the Board w1tb a memorandum identifyinq 

20 
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--~------ - - - -- - --- -

1 anyth~nq that's different in the final agreement that's 

2 been represented here. the ter. of the agreement, and the 

3 riqhta of tenu.nat.ion. 

4 HR. HASCH : Yes . sir. 

5 HR. KELLY : second. 

6 HR . HASCH: Just one other th.inq . if I may add. Let ae ask 

7 Hr. swartz a question . Do you have any idea when you 

8 think this may be assiqned -- this aqreement 11ay be 

9 signed? And qive yourseLf plenty of leave way. 

10 HP.. SWARTZ: In the naxt a onth, perhaps . 

n HR . BBCltET'i': I would bate to make representations to the 

12 Board in that reqard . It will he within the naxt few 

13 months . 

14 HR. HASON : Would six months be an unreasonable time to say 

15 !!!.!! it w~ll be 1n place? What I'm tmnv to arrive at 

16 is that 

17 HR. BECKETT: As far as I' a concerned six months would an 

18 

19 

20 

21 

unreasonable a long lenQth of time for that agreement, 

1.!!.:. 

HR . MASON : The only othe.r thinq that occurred to me in 

talkinq about this that would be bad is if it were never 

22 signed . 

23 HR. CBAIRHAU: Ri qbt. 

24 

25 

HR . HASON : And I was wonderi nq that if it were not aiqned 

w1thln a c e rtain period of time that we would be notified 

21 

I 
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1 

2 

of that also because I think' a it 'a u:rpon:ant to knov 

that a final docUIIIent baa been reached or f1na1 

3 aqreeJient -- you know. whatever 1s a reasonable AIIOUDt of 

4 tae. we'd just like to knov what it is. Hr. Cbainaan, 

5 do you concur in that? 

& KR. CHIURMAN : Yes • that' s il!lpon:ant. 

7 KJL HASON: counselor, do you have any suggestions? 

a KR. SWARTZ : Why doesn • t the order , perhaps, provide since 

9 we have an obligation to notify we apparently will have 

10 an obligation to notify the Boa.rd if the aqreeJient is 

n different or not . At that point you vUl knov whether or 

12 not we have a written aczree~~ent. so I thi.nlt that takes 

13 care of --

14 HR. MASON : Right . 

15 KR. SWARTZ : And I think that in the event that we have not 

1s filed the three items of information With the Board that 

17 you're interested in wl.thin six months we then need to 

18 apprise the Board of the status of our negotiations, 

19 somethi ng along those lines . so that it's not left 

~ tota l ly open . We could 11ve with that . 

21 HR . HASON : Hr. Chairman. would that be appropriate? 

~ HR . CHAIRMAN : That's fine to amend your motion. 

~ KR . MASON : I so do amend it . 

24 HR. CHAIRMAN : Okay. 

~ HR. KELLY : I second the amended version • 

I 
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1 HR . CHAIRMAN : we have a !lotion and a second. Any crueaUona? 

2 All in favor siqnify by saying yea. I ALL AFFDIM.) 

3 opposed say no . ! NONE.) It's unaniJIOua. 

4 

5 

a 

7 

8 

II 

10 

11 

12 

13 

14 

15 

IS 

17 

II 

111 

20 

21 

22 

23 

2• 

25 

23 
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1 

2 

ITBH III 

3 HR. CHAIRMAN: The next itUIB on the agenda will be docltet 

• number 0196 and 0198 . 

5 HR . SWARTZ : Aqain , Hark A. SWartz and Bovard SaHabu.ry. The 

II 

7 

II 

II 

10 

,, 
12 

13 

14 

15 

111 

17 

18 

111 

20 

21 

22 

exhibi ts which were offered, the uended RXbibit G, and 

were cUscussed with reqard to the two doc:ltet iteaa we•ve 

just dealt with pertain to the iteas that you just 

called, Hr . Ch!Unlen. And obviously the contract 

allstract would pertain. I would just point out that 

these two doc.kets end VGOB nw:lbers are referenced on 

Exhibit It, the contract allstract, Page 2 of the uended G 

so that you already have those in front of you. I'll 

just start with Hr. Gordon with 0196 which is also known 

as unit S-14. 

SAMUEL B . GORDON, I .I 

a vi tness who, after h av:lnq bee.a previously sworn. was 

examined and t estif 1ed a s follows : 

OtllBC'l' EXAMINATION 

~ BY HR. S~ARTZ: 

Hr. Cordon, there have been a notice of hearinq and an 

~ appl ication fil e d with reqard to unit S-14 . Old you 

• 

24 
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1 

2 A. 

3 Q. 

.. 
5 A. 

6 Q. 

7 

8 A. 

9 

10 Q. 

11 A . 

12 Q. 

13 

14 A. 

prepare those docwaents? 

Yes , I did. 

And did you cause copies of the notice and the applica

tion to be malled to the respondents who are listed? 

Yes, I did . 

With reqard t o the notice of hearin;, it is directed to 

three i ndividu.als, correct? 

on the notice of hearinq, yes, Raymond street, Gerald 

McClanahan and B. F. McGlothlin hairs. 

so the heirs would be actually more th.an one? 

Yes . 

Would you move at ti:U.s point the Board to dis11i.&s any of 

those respondents? 

Yes. we would move that Raymond .1. Street and Gerald w. 
15 McClanahan be ree~oved . 

18 Q . 

17 A. 

18 Q . 

19 A . 

20 Q. 

21 A . 

22 o. 
23 

24 A . 

25 Q. 

Be ctism1ssed? 

Be dis~ssed, yes . 

And why 1S t .hat? 

we have reached a settlement with those parties. 

You 've actually acquired their interest? 

we acquired their interest , yes, sir. 

You do not , I take it. want to dismiss the McGlothlin 

heirs as listed? 

No, we do not. 

Okay . Do you wish to amend your appl1cat1on to ad.d any 

25 
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1 

2 A. 

3 Q. 

~ A. 

5 Q. 

8 

a.dditionlll respondents? 

Yes. we do need to uend 

No, to add any ad.ditional people. 

No, not to add any additional. No. 

Attaehec1 to the notice of bearing there is an £xb1bit Al 

which bas a small 11ap showing the approldaate loc.ation of 

7 the unit . was t.be notice of bearing and this little aap 

8 

9 A. 

10 Q . 

n A. 

12 Q. 

13 A. 

1~ Q. 

15 A . 

18 Q . 

17 

18 

19 A . 

20 Q. 

21 

22 A. 

23 Q. 

2~ 

25 A. 

publ1shec1 in a newspaper? 

Yes, it was . 

Which one? 

The Virginia Mountaineer. 

Anc1 when would that have been publi.sbed? 

The original nonce wa.s February 27th, 1992 . 

was the oriqinlll notice that was published? 

was the original notice, yes. 

And then subsequent to the hearing in March did you cause 

the publication of the notice i.ndicatinq that this aatter 

had been continued? 

Yes , I did, and that publication was April 2nd. 

And have you f1led proofs of publication with re;ard to 

the publication that proceeded the March hearinq? 

Yes, we did . 

And with reqard t o the publication after the March 

hearinq indicating an adjournment to today'& date? 

Yes , we did . 

26 

I 
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1 Q. 

2 A. 

3 Q. 

4 

5 

a A. 

7 Q. 

a 

9 

10 A . 

11 Q . 

12 

13 

, .. 
15 

HI A . 

17 

18 Q . 

19 

20 

21 A . 

22 Q. 

23 

2• A . 

25 Q. 

You filed those with Hr. FUlaer• s office? 

Yes , we cUd. 

Did you cause the notice of application and the applica

tions and the exhibits that were attaehed to be aailed to 

the McGlothlin heirs? 

Yea, we cUd. 

And have you filed proof of publication and return 

receipts with reqard to the proofs of ~ailing with Hr . 

FUlmer's office? 

Yes, we have . 

Now, with reqard to OXY's interest 1n this unit, if you 

would refer to Elehi.bi.t A, Paqe 2, can you tell the Board 

1n SUJ:~J:~ary fasb.ion what OXY • s interest, if any, is or wa.s 

at the tillle this application was filed in this particular 

unit s-14? 

OXY' s owners hip in this unit was 100 percent as to the 

c oal , 0 11 and qas was 86 . 01. 

And subseque.ntl y you • ve acquired the Street/KcClanahan 

inte r e s t which was the outstand1Dq oil and qas interest, 

c orrec t ? 

That 1s correc t . 

so at t h is p o int, today•s date, ldlat would the interest 

ln the 0 1 1 and qas be? 

We would have 100 percent as of this time . 

oka y . And the outstandinq 1Dtoreat which is wbat the 

27 
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2 

3 A. 

4 Q. 

5 

respondent's interest is in the unit is in what, surface 

oil and gas or coal? 

surface only. 

With regard to either Exhibit c or Exhibit G, we have 

flled already today an sxhtbit G, Page 2, an aaended 

II exhibit . Are there any other uendaenu that you viab to 

7 

8 A. 

ll 

aake with regard to exbib1ts filed with regard to s-14? 

we did not fUe the uended EXhibit G, Page 3, in wbicb 

we aillply dropped the Street/HcClanaban interest off of 

10 it . And we wish to sulll:lit that. 

II Q. And essentially what we ' re talking about, Exhibit G, 

12 Page 3 , since OXY bas acquired the McClanahan and Street 

13 

14 

15 A. 

Ill Q . 

17 

Ill 

IIJ A . 

interest, those numbers simply need to disappear from 

Bxhibit G, Page 3? 

That 's correct. 

W1 th regard to the McGlothlin heirs as shown on Exhibit 

G, Pac;e 3, their divuion of interest, does that nuaber 

rena1n the sue? 

Yes . Yes , 1t does . 

20 KR . SWARTZ: Hand the~:~ to the Board to be filed. 

21 Q. 

23 

24 A . 

25 Q. 

!Hr . swartz. cont 1nues . ) Also with regard to Exhibit c, 

Pac;e 1 , this 1s an estil:late o f allowable coats on this 

Wl t h rec;ard t o unit S-14 , correct? 

correct. . 

Who prepared this? 
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1 A . 

2 Q. 

3 A. 

~ 

5 

6 

7 Q. 

6 A. 

9 Q. 

10 A . 

11 Q . 

12 

13 

14 A. 

15 Q. 

.I prepared this . 

Is there an error 1n the tot~? 

There is an error . There 1n the work-up of the title 

costs we put 1n the wronq nlllllber . Instead of sa. 000 

which is before the Boa.rd, that should have been $12,000 

for a total of 521 , 100 . 

And do you have a written amendment to Bxhibit c, Paqe 1? 

we do have an 8.11endment that we wish to present to them. 

And you' 11 ftle that today? 

Yes, sir. 

Okay . An.d the o.nly changes are the title opinion goes 

froa sa,ooo t o S12,000 and consequently the to . LL qoes to 

$ 21, 100? 

That is correct. 

And is 1.t your opinion that these costs are the 

16 reasonable costs which w~ll be associated With the 

17 deve~opcent and w111 spent on or within unit S-14? 

18 A . 

19 Q . 

20 A. 

21 Q . 

22 

23 A. 

24 Q. 

25 

Thot is correct. 

There is no well bore on unit s-14, correct? 

Thot is correct . 

so that • s lilY we don • t see a well bore coat or any othe.r 

surface cost associated with the well, correct? 

That is correct. 

Does the amended Exb~it G, P4qe 2, that was filed today 

reflect the S21,100? 

29 
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I A. 

2 Q. 

3 

.. A. 

5 o. 
e 

7 A. 

8 Q. 

e 

10 

11 

12 

13 

14 

15 

18 A. 

It does . 

In addition do you intend to file an aDended J:xhtbit 8 

today as well on S-147 

Yea, we are . 

And does that S111PlY delete th.e McClanahan and Street 

interests? 

Yea, it does . 

Altbouqb I ask you this in a qenaral sense With reqard to 

the two previ ous units that you've testified to, direct

i nc; your atteotlon to the uen.ded sxMbit G, Paqe 2, does 

the aaended Exhibit G, Page 2, represent in your judqe

ment tbe reasonable development cocts associated with 

developinq the two lonqwall panels depicted on £xh1bit G 

insofar as they intersect the eiqht units which are 

depleted on Exhibit G7 

Yea . 

17 HR . SWARTZ : I would a lso l 1ke to file -- qive the Board 

18 several copies of Exhibit H. As you w111 recall f~ 

1e last hear1oQ, these were f i led with reqard to the two 

~ units that testiaooy was offered on . And this is a 

21 proposal &xbibit H, Paqe 1. The lanquage that's proposed 

22 is the saae 1n each of these units and rather than 

~ buryinq you in copies I've just qivan you enouqh ao you 

24 have several t o file in this application . If you want 

~ more we can Qlve them to you . But it is lanquaqe that 

lO 



• 1 on would propose that the Board and it's coUDsel include 

2 1n any order entered with regard to these qob units and 

3 these l onqwall qob units . That addresses questiona of 

~ subsequent operations or ad.cUtional operations and it 

5 addresses nouce , the kind of infonaation that is 

e funushed with the notice, the tiaes of the notice, and 

7 it addreaau participation riqhts on Bllllaequent opera-

a tiona and riqhts to be carried on subsequent operations . 

11 And it. 18, I believe , a concern that the Board bu 

10 expressed and it 1s ~ possible solution to the kinds of 

11 issues that come up here. That concludes our testt.ony 

12 w1th reqard to unit s-14. 

• 13 HR . CHAIRMAN : Any questions, members of the Board? 

1~ (Witness stands aside.) 

15 HR . CHAlR.HA.N : I s t here any other party 1n the rooa that 

11 w1sbe s t o address t.be Board? This is docket number VGOB-

17 92/03017- 0 196 . 

111 KR . EVANS : I have a question on Exhibit H. It's qot a docket 

Ill nuaber on 1t , 0 193 . 

2l) H.R. SWART Z: It's t he s u e exhibit that I ' ve been us1nq all 

21 alonc;~ and that • s not a aist ake . It • s reeycl1nq it, I 

22 quess . 

~ HR. EVANS: No prob l em. 

2' H.R . CHAI RMAN : Okay . What' s your pleasure, Board? 

2S t'.R . MASON: Hr . Chairman, do we have the sue conditions here 

• 
31 
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1 as did in one? 

2 MR. CHAIRMAN: Uh-buh . 

3 MR. HASON : Then I would aake the aaae a otion aa aaended for 

4 apProval . 

5 MR. CHAIRMAN : Oka:ll. 

e MR. KELLY : I would second it. 

7 HR. CHAIR.HAN : A zaotion and a aecoDd. FUrther cU.acuaa1oD7 

• 
II 

10 

" 
12 

13 

14 

15 

18 

17 

18 

Ill 

20 

21 

22 

23 

24 

25 

All in favor signify by sayinq yes· (ALL AFFYRH. ) 

opposed say no. (NONE.) It ' s unanizaoua . 
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' 
2 

ITEM :IV 

3 HR. CHAIRMAN : The next item on the aqenda 1s docket n'UIIber 

4 VGOB-92/ 03/ 17- 0198 continued from Harch. Any parties 

5 that wish to address the Soard please coae forward. 

8 HR . SllARTZ : OXY, USA appearin9 by Hark A . SWa.rtz and Howard 

7 Sal1.sbury. 

a HR . CHA1RHAN : No others? Go ahead. 

11 HR . SWARTZ : HY wi~eas a9a.in would be Hr . saa Gordon . 

10 

U SAHUBL E. GORDON, :0: 

12 a witness who, after havinq been previously sworn, was 

t3 examined and teot1f1ed as foLlows : 

" 
15 

115 

DrRECT EDUaNATION 

17 BY HR. SWARTZ: 

111 

Ill 

20 

Q. 

A. 

s am , did y ou pre pare t.he notice of hearinq and the 

applic a tion w1th re;ard to unit T-14? 

Yes, I did . 

21 

22 

o. And does the n ou c e of hearinq l.1st the foUta to whOJI we 

s ent noticeo? 

23 A. 

2~ Q. 

2S 

Yes , i t does. 

And have you f i led p roof of ma111nq with Hr . rut.er•s 

off ice with re9ard t o ma111nqs t o each of the folks 

33 
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1 

2 A. 

3 Q. 

4 A. 

5 Q. 

6 

1 A. 

8 

9 Q. 

10 A . 

11 Q. 

listed 10 the notice of bearing? 

Yes, we did . 

ADd that would be £xhl..bit B? 

That 1s correct . 

Did you also cause the notice of hearing and the little 

aap, Bxh1hlt Al, to be pUblished in a newspaper? 

Yes , we did . we bad it pUblished in the V1rg1nia 

Mountaineer . 

And on what date? 

The original notice was published February 27th, 1992 . 

After this matter was continued from the Harch hearing to 

12 today•s date did you cause a not~ce of the continuance to 

13 

14 A . 

15 Q . 

16 

17 

18 A . 

Ill 0 . 

20 

2 1 

22 A. 

23 Q. 

24 A . 

25 o. 

be published in the newspaper? 

Yes, we di d , and that was published on APril 2nd, 1992 . 

And has proof of publication with regard to the original 

notice and the notice of con~uance, have those proofs 

been f~ed with Hr. FUlmer's office as required? 

Yes, they have . 

Do you wu h to add any folks as respondents today with 

re9ard to unit T-14 who are not listed in the notice of 

bearin9 or in Exhlbit B t o the application? 

No. we do not . 

oo you wish t o ~amiss anyone? 

No, we do not . 

I s this an act i ve gob gas unit to produce out of lonqwall 

34 
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1 

2 A. 

3 o. 
4 

5 

6 A. 

7 Q. 

8 A. 

9 o. 
10 

n A. 

12 o. 
13 

14 A. 

15 Q . 

16 

17 

18 A . 

19 o. 
20 

21 A . 

22 Q. 

23 

24 

25 

piUlels? 

Yes, ie is. 

And With regard eo the piUlel or piUlels, if we look at 

Exbibie G, Pave 1, unie T-14 is located at the right hand 

boeeoa corner of G, Page 1 , correct? 

Thae is correct. 

There 1s no well bore on the unit, correct? 

correct . 

A portion of VP-5 EM 10-D is located within the T-14, is 

that correct? 

It is correct .. 

You have filed today an a~:~ended Bxbi})it G, Page 2, with 

regard to this unie as well , have you not? 

we did, yes, sir. 

Okay. And directinq your attention to Exhibit c, Paqe 1, 

w1th reqard t o unit T-14, is this an exhibit that you 

prepared? 

Yes , it 1s. 

Ie shows a total cost associated with unit T-14 and what 

is that? 

$17 , 100 . 

Does that represent in your judqeaent the reasonable cost 

tbat i t be expended specifically With regard to unit T-14 

t o develop and produce froQ the lonqwall panel in 

quest1oo? 
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1 A . 

2 Q. 

3 

4 A. 

5 Q. 

8 

7 

8 

I 

10 

11 A . 

12 Q. 

13 

14 

15 

16 A . 

17 Q . 

Ill 

111 A . 

20 

21 Q. 

22 A. 

23 

24 

25 o. 

That 1s correct. Yes, sir. 

And are those costs sbcnm on sxbibit c, Page 1, trackec! 

and reflected on your u.ended EXhibit G, Page 2? 

It is, yes , sir. 

And with regard to t:.b.1s unit T-14, 1s it your opinion 

tbat ElCbJbit · G, Page 2, wbicb tracks all. of the coau 

associated with tbe panel.& and the units, that that 

represents the reasonable estiaated cost to develop and 

produce from tbe panels sbcnm on £xbfhit G with regard to 

the units also shown on EXhJbit G? 

Yes , it i s. 

Witb reqard to OXY' s interest in this unit or standing as 

an appHcent, if you woul d turn for a aoaent to Exhibit 

A, Page 2 , I believe, tbis recaps the interest for the 

unit, does it not? 

Yes , 1~ does . 

cou ld you sw:uurize OXY ' s interest and tbe interest of 

the r espondents as disclosed on EXhibit A, Page 2? 

The exhibit reflects that OXY bas 100 percent of the coal 

cnmershlp and 100 percent of the oll and qas ownership. 

Under l ease? 

Under lease . And the respondents are clailling surface 

interest only and their surface interest coaea to a total 

o f about 79. 43 percent. 

Now , 1! we l ook at Exhibit G aore time, the aap portion, 
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1 

2 

3 

5 A. 

II Q. 

7 

II 

II A. 

tO Q . 

1t 

12 

t3 

t4 

t 5 A . 

there 1s another proposed -- actually a proposed lonqwall 

unit t hat would intersect unit T-14 anc1 a portion of 

another proposed lonqwall panel that would intersect unit 

T-14, do you see t hat? 

Yea , I do . 

Are you reeotu~endinq t o the BOard that any order e.ntered 

with reqard t o unit T-14 include the lanquaqe dealing 

with subsequent developaent or subs equent operation.a? 

Yes. we would. 

ADd would we tender again t o the Board an exhibit which 

was or1g1Dally offered in VGOB-92/ 03/ 17-0193 aa Exhibit B 

as s aaple of the l anquaqe that we fe el could be included 

i n any Board order t o address subsequent operations and 

developoent? 

Yeo , we would . 

tiS HR . SWARTZ : I • a going t o g1 ve Kr. Fulaer a couple extra 

t7 copl e& t o go lD h i s file, but you already have a copy . 

I I Q . 

19 

21 

22 

24 A . 

1 Kr . swartz cont inues . ) I know you h.ave t estified 

prev1ously wit h regard t o this , but just to recap, what 

are the lease t eros that OXY has been offeriDv With 

regard to l eas inq a coalbed methane inte rest venerally 

looking t owar d r oyal ty , the t en of t he lease or t1.8e of 

the leue? 

We generally have been offering an one-eighth royalty f or 

a term of f i ve years at 15 an ac r e • 
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1 

2 

Q. 

3 A. 

' Q . 

5 

8 A. 

7 Q. 

II 

9 

10 

11 

12 A . 

well , is the ss an acre both oil and qas and coalbed 

11etbane if the people happen to be leaainc; both? 

Yes . 

And what is the bonus 1f it is sillply coalbed aethane 

that is being leased? 

Sl. 

Would you reco1111end to the Board that any order dealinc; 

with e~ection rights incorporate for people who Dight be 

deeJDed to have leased under the teras of a Board order 

incorporate a one-eighth royalty, a 51 per acre bonus 

for coalbed methane, and a five year term? 

Yes, we would. 

13 (Witness stands aside . ) 

1• KR . SWARTZ : Lastl y, I would indicate for the record that 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2' 

25 

Exhibit K which is the contract approval abstract Which 

we filed s hows that it's pertinent to all four units 

including the unit that we're talltinc; about ric;ht now, T-

14. And I would lUte to c;ive Hr . FUl.ller a couple extra 

cop1es of that. But I would like the record to reflect 

that it's part of oxv•s evidence with rec;ard to this 

particular un1t. That 's all the testimony I have with 

re9ard to T-14 except so that there is no confusio.n and 

we're not hav1n9 a little t.rouble shiftinc; c;eara, at the 

time this application was filed OXY, USA had the lease 

bold interests that we have described. SUbsequent to the 

sa 
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2 

last hearinq ~ose interests have been transferred to 

Buchanan Production and I think that's dlacloaed in ebe 

3 contract approval @&tract Mh.ich you have in front of 

• you . I know that Kr. Fnber's aware of this becaue 

5 ebeae docwaents have been filed vieb his office. BUt a 

6 letter baa qone out froa on to ebe Board qiviDq ebe 

7 Board notice under ebe requlations vieb reqard to a 

6 transfer of interest froa OXY, USA to Buchanan Produc-

e tion . so to ~e extent ebat Kr. Gordon vas testified to 

10 OXY's interest, eb.at vas, .1n fact, ebe case when ebese 

II applications were filed an.d it: is now ebe ca.se ebat: 

12 Buchanan Production actually has ebose interests. An.d ve 

would propose that -- we have already requested ebat the 

Board approve ebe transfer of ownership. We are still 

request.lnq that OXY be appointed desiqnated operator for 

16 t h i s unit jWJt: so that ebere•s no confusion as to vhat 

17 the s tate of affairs was when the application vas filed 

18 and wha t l. t currently is . That ' s a1l I have . 

111 K~ . CHAIRMAN: s o OXY is the operator on behalf of Buchanan 

Produc t l on Co•pany? 21) 

21 

22 

KR . SWARTZ: That ' s true , but ve are asJtiDq ebe Board to 

appoint oxv IUJ desiqnated operator vbich vas in ebe 

n appl icat i on a s o r l.qinally filed. 

2• KR . CHAI RMAN : Riqbt . 

~ KR . SWARTZ : The on ly difference is that ve have notified the 
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1 Board that there 's been a t .ransfer of the lease bold 

2 interest 1-n ownership subsequent to the last bearinq. 

3 KR . CHAIRMAN: AnY questions? 

~ HR. MASON: Wbat is Buchanan Production's relationship to OXY7 

5 Is it a separate entl.ty or is it just a ficticous na~~e? 

6 HR. 

7 

8 HR. 

9 

10 

11 HR. 

12 

ll 

1~ 

15 

18 

17 

II 

19 

20 

21 

22 

Zl 

2~ 

25 

SWARTZ: It is a Vir;in.ia qeneral partnership. Not it is 

not just a ficticous na~~e. 

MASON : well, we have sometbinq called a ficticous name 

certificate as I'm sure you're aware of which is where 

you trade as -- AKA frequently refers to that. 

SWARTZ : It is a qeneral partnership. Buchanan Production 

company is a ;eneral partnership in wb.icb the partners 

are two corporatlons wbicb are, I believe, owned by 

ox1dental. With re;ard to the units thi.s afternoon 

where Buc hanan is actually tbe applicant, we will vet 

into the r elat ionship and so forth. But for purpose.& of 

these uni~s and dealin; with tbe contract approval 

abstract the partnership Buchanan Production bas dele;at

ed 1 t' s operating responsibUities to OXY, USA as a 

p rofessional ganaqer of it 's affairs . And that is a 

private aqre e.ment . What we• re asking for obviously todaY 

is that OXY be appointed by the Board and we were askin; 

for t hat oriqinally in the application as filed. And 

that 's a relationship between the Board and whoever it 

des1qnates operat or . 
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t KR . MASON : Have you all conteaplated the effect of that on 

2 the riqht to at18ulate, whether that was vtven to OIY or 

3 v1ven to Buchanan Production, and if so, is it usivn-

• able? 

5 KR. SWARTZ : Well, with revard to the unit under conaideration 

II there wil~ be no Gt.laU~ationa. so it's irrel.evant to 

7 this unit . 

Okay . Because it's an open we~l. II KR . MASON : 

8 KR . SVART'% : I could put Hr . Beckett back on the stand and be 

tO could c laim credit as havinq foreseen that problu or 

tt could say, •oamn. we never tho~ght of that . • But I don't 

12 think it • s relevant to this unit. 

13 KR . MASON : Because this well is 1n a --

t• KR . SWARTZ : Gob unit . so it wU~ not be sti.Dulated. Good 

15 and interesting question . 

111 KR . FULKER: Kr . Chairman, I just want to allude to that fact. 

t7 The pr oblem with that consent to stiaulate aa far as I 

111 can recoqnize. t he Board m&de a condition of a person 

19 be1nq able to f ile for a unit to have the ri9ht to 

2D consent to stt.aulate and aversively it ends up with a 

21 pcrm1t 1f you have a well. so if they're OQinQ to be the 

22 un1 t operator they • re not necessari~V 9Qin9 to be the 

~ well ope rator . 

24 HR . SWARTZ : Right. 

25 HR. MASON : I haven ' t really thought that through in what 
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1 effect is bas. but it just occurs to •• wb@n you sbi.ft 

2 one that we aade that a co.ndition previously and I don't 

3 know what effect it would have and I would really bave to 

" thinJt about it . But I just want to aalte sure we doD't 

5 stump our toe i n something --

& HR. SVABT% : I th1nk. for conventional units the rational, as I 

7 understand it, behind what the Board cUd on the consant 

1 to stiaulate. I tb.in.k that ruaina. I think that atlll 

II is an iclportant issue that there needs to be soae 

10 threehold sbowinq by s omeone. 

u HR . CHAIRMAN: Other questions? What's your pleasure? 

12 HR . MASON: 1 a ove t o approve the.i.r action for approval bere 

13 

14 

15 

Ul 

on the sue c ond1tions as for the other two wells 

asawnnq . Kr . swart:, you represent to ae that all the 

matters at issue are tbe same except as otherwise 

disc los t'd . 

17 Hit. SWART% : Yes , I w1.ll aak.e that representation . 

11 HR . ICEt.LY: And I would s e cond it. 

19 HR . CHPJRMAN : A a ot1on a nd a second. Any further discussion? 

20 If not , all i n favor siqnify by sayinq yes . tALL 

21 AITIRH . l opposed s ay no. 1 NONE. l It • s unaniaous . 

22 

23 



• 1 ITBM II 

2 

3 MR. CHArRHAN : Jtev1n , would you like to rejoin ua and qo back 

• t o 1tu I~? The next itea on the Boa=d's aqenda, It- I:I 

5 on the docket, 1s docket nuaber VGOB-91/09/24-00142 and 

e I 'll stop there and say that , I believe, has been 

7 disaissed. Is that correct? 

e KR . SWARTZ : Correct . 

e KR . CHArRKAN : so we will hear on VGOB-91/10/15-0154 and VGOB-

tO 91/12/17- 0173 and VGOB-91/ 12/17-0174 reconsidering 

tt previous act1on of the Board . I would ask the parties 

t2 that wish to address the Board on these matters to coae 

• t3 forward . 

1C KR . SWARTZ: Hark A. swartz and Howard c . Salisbury for OXY, 

t5 USA , Hr. Cba~r=an . 

ttl HR . CHAIRMAN : The record will show thare are no others . You 

t7 •av cont1nue . 

Ill HR . SWARTZ : So that we all are s1ngin; froa the SUe IIUsic 1n 

19 teras o! what happened in the past, it is ay recollec tion 

20 that the Board heard evldence with reqard to each of 

21 these cases and was i n a position t o enter an order or 

22 aake a dec1sion as to whether or not to enter a pool1n; 

2J order. But there was a question concerning the sue 

24 111nor child i n each unit whose name is Matthew Deakins . 

25 KR . CHAl RMAtl : Okay • 

• 
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1 HR. SWARTZ : And if I could satisfy the Board that a aec.ban.i-

2 was 1n place to deal with hU e~ecti.on ri;bta, at th.at 

3 point in tille the Board would proceed to aalte a deciaion . 

4 so I thJ.nk that 's wbere we are today and I thtnk the o~y 

s thing I need to ac1dress is whether or not roU.Dd three of 

a bow do we deal with Matthew Deakins aeeta with your 

7 approval . Is that --

II HR . CHAIRMAN : That's correct: . 

& HR . SWARTZ : I bave two exhibits that I would to file. Wbile 

10 

11 

12 

13 

14 

15 

15 

17 

15 

1& 

20 

21 

22 

23 

24 

2S 

Harl:Y is passing the~:~ around, I would ::tust tell you what 

we have done and then you can look at the exhibits and 

any queat1ons you aiqbt bave Harty or I wUl try and 

answer them. If you will recall, OXY came back to you 

with regard to at least one, perhaps all three of these 

un1ta, I'm quesainq 1n Deceaber or January and tried to 

generically address what do yon do with minor children in 

un1ts and try t o propose kind of a generic solution that 

could be 1naerted into a fora pooling order affording 

var1ous opt1ons to the oU and gas operator, the parents, 

the cblld, so f o rth. That was U.D-acceptable to the Board 

and we have since gone back to the drawing boards to coae 

up another solution and th1s tiae we bave stJ~ply taUored 

i t very speciflca lly t o Matthew Deskins . And what we 

have done i s we hav e coaaenced a chancery action in the 

Circuit court of Buchanan County . There are two ways in 

I 
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1 which you can 1D the coam.onwaalth deal with the property 

2 of 11inor children -- the real property. There 1a a 

3 provision that a.llows you to ccm.en.c:e a chancery action 

• and actually have a requ1ar full blcnm lavauit in 

5 chancery with reqard to the lllinor child's interest . 

a There u a specific: proVision th.at deals with lease bold 

7 interests, new leases, surrendering leases, aodifying 
v 

a leases, renewinq leases . ADd what this petition -

& a c tually you have two petitions as A part of Exhibit I. 

10 Wbat these petitions seek to do is ask the CJ.rc:uit court 

n Judqe of Buchanan county - this case has been assigDed 

12 to Judqe Pearson who will be handling it . Ask hill to 

13 

14 

appoint a Guardian Ad Litem, the reco-end&tion beinq 

that -- qiven what is at play in thase units the recoa-

15 aendation and request is that it be the 11other. Whether 

16 or not that happens. a quardian will be appointed on 

17 behalf: o f the 111.nor child. It may not be the •other. 

18 It aay be an attorney. But there is a petition here by 

19 OXY. USA aade under the provuions of the oil and qu 

~ cod e . There is also a petit1on sigDed by Barbara L. 

21 Desluns , Hat t hew• s mother . I ·t • s a joint petition in 

22 essence . Both petitions have been filed with the court 

~ and t he matter is now before the JUdqe . The JUdge has 

24 two choices . He c an qo with the &UIIIIary proceeding 

25 mechanisa which deals with leases or be can turn it into 
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, a full blown chancery actlon. It bas been filed as a 

2 chancery act1on, so he baa either option . The second 

3 exh~lt "bicb I have filed with you all tbu •orn1nCJ is 

4 Exhibit H and you will recall that the last tiae we dealt 

s vi tb this issue we had a qeneric proposed order which 

II tried to deal with aillor cbildren qenerally. I have 

7 backed that lanquaqe out and have made t.hj.s very specif-

11 ic . What we would propose that your order contlli.D is 

9 s taply to carve Matthew out of the election provisions, 

10 specifically provide that his election options will be 

11 exerc i s ed by his GUardian Ad Litem as appointed by the 

12 Circuit court of Bucb.anan county 1D this action which I 

13 

14 

have qiven you a copy of . And that until such time aa a 

bindinq election i s mad.e by the quardian there will be an 

15 e scrow of Mat t hew's interest which would be equal to the 

18 a~:~ount tbat should be escrowed if be elected to partici-

17 pate but not less than the royalty . so if be's partici-

111 pation 1nteres t t urns out to be less than the royalty in 

19 eny q1ven per1od of til:le the maxilllw;a amount would be 

~ es crowed . The thinq you need to recall about Mattbe" is 

~ once h1s c l eet l on is ~ade he is not a conflict1Dq 

22 claicant. I mean , his interest is an interest . so then 

23 i t prov1des that after election we will be back to you 

24 beeaune then we will know what his status is to qet you 

~ t o enter an or der authorizinq the escrow aqent to 
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1 disburse the funds conaiste,nt with the court • s order 

2 because this is not soaethinq that has to be escrowed to 

3 resolve a conflictinq claia . The statute contuplates 

• and certainly the reqs, I believe, conte.aplate that an 

5 escrow age.nt needs an order . So you're going to see us 

6 at so•e point in tiae once the e~ection 11 flied with you 

7 all to qet whatever ainor SUQS that have been escrowed 

8 paid ou t cons is tent with the court' s order. The third 

9 paragraph of the proposed a.c1d1tion to the poolinq order 

10 is kind o f a nudge, 1f you care to Qive the JUI!qe a 

u nudge, requesting that the court d1.rect the c;uard1an to 

12 

13 

14 

make the elections is some reasonably sho.rt period of 

til:le. They are recOllllllending that it be done within sixty 

days . Obviously the Judge can do whatever he wants, but 

15 I think it might be prudent to try and make a recOIIIIIenda-

16 tion t o move thinqs along . And then the last part of the 

17 propos ed lanc;uaqe siaply says that all other provisions 

18 of the poolinq order apply to the child unle.ss they're 

19 incons i s tent wi th this provi sion and then this provision 

~ would contro l . s o essentially what bas happened is there 

21 is a c hancery action pendinq. You'll notice that Pave 2 

~ of the pleadinqs that I qave you pertains to all three of 

23 thes e uni t s and they are specifically identified as 

24 inte r ests in these units Md specifically 1dent1f1ed. 

~ And both OXY as operator or as lessee I c;uess, at that 
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2 

poine in tille and the mother have requested that a 

quardian be appointed. And hopefully this sat1Jif1es you 

3 that a aechanin is in ploee to llllllte sure that your 

• obl~gation as a board to have a comfort level that ainor 

5 children are, m fact , being protected by the judicial 

6 systea, that this has been starte.d and tbat it's under-

7 way. 

8 MIL ~: Any questions , 11e.t:lbers of the Board? 

9 MR. EVANS : I've qot a question. Where•s Barthaasv1lle? 

10 MR . WIRTH : That's fa.irly close to -- in between Rictuaond and 

11 Norfolk . 

12 HR. CHAIRMAN : Does that e.reate a probleJD with the resident 

13 not in the county for activities occurring, Hr. swartz? 

•• MR. Slo~AP.T<: : Well , ehe code provides that if the action deals 

15 with real estaee of a person on dis ability you c.oaaence 

16 the aceion ~ the county where the real estate is. so 

17 the Code of v~rqinia requues this action to be co-anced 

18 in Buchanan c ouncy . The only proble~:~ it causes is the 

19 mother doesn • t want to drive to Buebanan county to 

~ participate in a hearinq given the amount of Doney at 

21 st4lte . 

22 HR. WIR'i'R: s he doesn ' t drive period. so we have been going 

~ baek and forth and have made available to her -- if the 

24 Judge needs to see her we'll malte arrangeJDents for her to 

~ qet ehere . 
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1 HR. SWART2 : You will notice, though, that one of the peti-

2 tiona which was filed in chancery action 98-92 - !brbihit 

3 z was fi~ed together . There are OJo pet.itions there, but 

4 they foraa the basis for chancery action 98-92 . 'l'be 

5 mother is also petitioning the court for the appointllent 

8 of a guardian to exercise these e.lect.ion rights. Hr. 

7 Cbal.n:~an. just to anSller your question in teraas of where 

8 things ought t o happen, paragraph 6 of Ms. De.aJtins' 

9 affidavit gives the code sectio.n w.bich deals with where 

10 you need to commence these proceedings and it is the 

11 county where the real estate is situated. 

12 HR . CHAIRMAN : Othe.r questions? Do z have a motion? 

13 HR. HcGI.OTHLIN : I z:~ove that we accept the proposals by OXY 

14 in this matter . 

15 KR . CHAiliMAN: A motion to accept the proposal which is in 

18 

17 

addition to pooling orders 0173, 0174, and 0154 as 

cont~ued from p revious hearinqs . Do Z have a second? 

IB KR . EVANS: Second. 

19 KR. CHAIRMAN : A motion and a second. AU in favor siqnify 

20 by s aying yes. CALL AFFIRM.) Opposed say no . (NONE.) 

21 It • s unaniJ:Ious . 

~ KR. MASON: Hr . Chairman, let me just pose a question. I've 

~ been s itting here thinking about this. The right to aake 

2• the e lection under here would not enure to the guardian 

~ unt 1l that person bas actually been appointed, is that 

49 
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1 correct? 

2 HR. SWARTZ : correct. 

3 KR. WXRTB: That's correct. 

4 HR . MASON : so the pooling order, I suppose, would have to 

s reflect that the election be aa.de - the tiae for 11alt1D9 

6 the election would have to be tied to the appointllent. 

7 KR. SWARTZ : well, the way I've drafted it I !tried to antici-

8 pate that, Hr . Mason. 

9 KR. MASON: Riqht . 

10 KR. SWARTZ: In the first paragraph of EXhibilt: H says, •Not 

11 

12 

13 

1<l 

15 

16 

17 

18 

19 

20 

21 

withstandinq any provisions to the contrary Matthew 

Deskins election riqhts shall be exercised as follows; by 

his guardian as appointed in the Court action. • And 

there 1.s n ot til:le limit at all. And then at the bottoa 

in the thl.rd paragraph - because I really don • t th1nlt 

you can impose a tillle limit on the court period. And 

then in the third paraqrapb there • s a provision that 

would recolDiend to the Judge that once be appoints a 

qua rdian to try to qet thell aovtnq. BUt there is no tiae 

l i mi t i! this lanquave were used . If th:is lanquave waa 

no t used 

22 KR . KASON: 'i'hank you . 

23 KR. SWARTZ : I have a question, though. As I understood the 

moti on well , the S\lllllary of the action, I'D not aure 

~ that there has been a decision to enter forced pooling 

50 
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1 orders with reqard ~o these three units which I think 

2 HR. CHAIRMAN: I tried ~o su-warize i~ th.at way u aaeDded 

3 today . 

" MR . SWAR'n : Okay. AS lonq a.a that's what ' s ultiaataly qoi.Dg 

5 to happen aa a result of your action, that these units 

8 will be force pooled, fine. 

7 MR . MASON : I Ullde.rst:and the order. Basically we - they were 

8 approved previously subject: to the satiSfaction of the 

9 Board with reqard to this eat~ar. That aat1afa~on 

10 bavinq been reached, the forced poollnc; o.rdars are 

" approved , is that: correct? 

12 HR. CHAIRMAN : That's correct. 

13 MR . SWARTZ : Thank you . 

14 (An'SR A 81UEF RECESS, THE PROCEEDINGS CON'1'DfUED AS 

15 FOLLOWS : ) 

18 

17 

18 

111 

20 

21 

22 

23 

:z• 

25 
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' ITEM V 

2 

3 HR. CHAIRMAN : The next i tea on the aqenda is a pet.ition for 

4 the esu.bl1shaent of a coapulaory pooled longwall panel 

s uni t . Thi s i s docket nuabe~ VGOB-92/ 04/21-0216 . we 

6 would ask the parties that visb to a~ess the Bo~ .ill 

7 this reqard t o colle forward. please . 

6 HS . HcCLANUAHAN : As you all know ay nllllle ~s H8 . Hcelannaban 

9 

10 

" 
12 

13 

14 

IS 

18 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

r epresentinq Pocahontas Gas Partnership in it • a appl.ica-

tion t o pool the interests .in coal.bed methane l ocated .in 

act ive gob area underly.inq the south longwall a un.it. 

The south l ongwall 8 unit has been previously approved on 

February 18th. 1992 by the Board. At that tille the Board 

approved that Pocahontas Gas Partnership could perait and 

produce a m.inillw:~ o f four coal.bed methane wells . PGP 

c ontrols 67 . ~2 percent of the r .iqbts t o develop tbe oil 

and gas from the t r act s that are listed on Exhibit C of 

the oppl tcat1on as it' s been subaitted and 96.07 percent 

o f t he r i ght to devel op t he Pocahontas il seaa and 99 . 83 

perc ent of all coal below the Tiller seaa less the Pl 

seam . The entiti es t hat are l i sted on Exh.ihit D of the 

oppllcot1on hove refused t o r elease or aasiqn th~ 

interes t 1n the coal , oi l and qas estate . What Pocabon-

tos Gas Part nershi p would propose as to any additional 

wel l s t hat may he dril l ed has been previous approved by 

!12 I 
I 
I 
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1 the Board would be to pet.1t1on the Board as to the 

2 elections that would be avai.lable to participating 

3 operators in those initial wells and allocation of costa 

4 f or additional wells . The first witness that I would 

s like to call is Lea Arrinqton. 

8 COURT REPORTER: I SWears wi tnesa. ) 

7 

8 L!SLYB X. AR.RINGTON 

9 a witness "'bo , after bavinq been duly sworn, was exaa1ned and 

10 testified as follows : 

11 

12 

13 

DIRECT &XAHXNATION 

14 BY HS . Hcct.ANNAHAN : 

15 Q. Hr . Arnnqton , could you please identify 

18 marked for i denti fication as Exhibit 1? 

17 A. That 's =Y resWie o f my work history. 

18 Q. It renects your educational backqround 

11 tiona? 

20 A . Yes, 1l does. 

the exhibit 

and qualifica-

21 HS. Hc ct.ANNAHAN: Hr . Chatman. I 11ove the introduction of 

22 Exhibit 1 . 

2J Q. (Hs. HcClannahan contin ues . ) Hr. Arrington, have you 

24 bee n quallfied as an expert witness before the Gas and 

~ Oil Board? 
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A. 

2 Q. 

3 

4 

5 

6 A. 

7 Q. 

6 

Yea, I have. 

Have you given notice as requtted by Virginia COde 

section 45 .1-36 1 . 1~ to each person or entity identified 

on Exhibit c of the forced pooling application u a 

poteotlal owner of the methane gas underlying the unit? 

Yea, I have. 

Is the notice that you gave to eac.h of those entities at 

Exhibit 2? 

e A. Yes , it is. 

10 HS . Hc CLANNAHAN : Kr. Chainten, I 11ove the introduction of 

n Bxhibit 2. 

12 HR . CHAIRMAN: Oltay . Wit.hout object.ion. 

13 Q. (Ha . HcClannahan continues .) was this notice sent by 

14 certified mail, return receipt requested? 

15 A. 

16 Q. 

Yes, it was. 

And do you have those returned receipts? 

17 A . Yea, I hnve . 

16 Q . Are copies of those returned receipts at Rxhibit 3? 

19 A . Yes , they are . 

20 HS . HcCLANtlAMAN : Hr . Chain:~an , I 11ove the introducU.on of 

21 £xh1blt 3. 

22 HR . CKAlRHAN : Did that include all of the parties that were 

~ due to receive notice? 

2' Hlt. AAJUNGTON : Yea , sir . 

25 HR . CHAIRMAN : All riqbt . Without objection • 
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' Q . 

2 

3 

4 

5 

A. 

Q. 

II A . 

7 

I 

9 Q. 

(Hs . Hcelannahan continues .) Were there any persons 

whose na.aea and/ or ac14resses were unknown? 

No . 

Did you publish notice of tb.ia in any of the local 

pape r s? 

Yea , we did . We publ~shed in the V~qinia Hounta~eer, 

Bris t ol Herald courier, and the Bluetield Dally Teleqraph 

on 3/27 , 3/25 and 3/ 25 respectively. 

And those proofs of publlcation.s have been previously 

10 subllitted to t he Board? 

11 A. 

12 Q . 

13 

14 A . 

15 Q . 

18 

17 

111 A . 

19 

20 Q. 

21 

22 

23 A. 

24 Q . 

25 

Yea , they have . 

Has a drill1nq perait been previously refused to PGP on 

any o £ the trac ts that 11ake up tbi.s un.it? 

tlo, they nave not . 

What percentaqe of the coal riqhts in the tracts that 

co~:~pr1se the south longwall 8 unit does PGP control to 

date? 

96.07 percent o f the Pocahontas •J sea~~ and 99 . 83 percent 

of all coal below the T~ler sea~~ less the P3 . 

And what perc:ent aqe of t he o~ and qaa riqhts 1n the 

tracts that co~:~pnse the south lonqwll11 8 un.it does PGP 

control? 

67 . 52 per cent . 

Have you obta1ned coalbed ~:~ethane qaa leases on any 

portion of the acreaqe within the south longwall 8 unit? 
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I A . 

2 Q. 

3 A. 

• Q. 

5 

8 

7 

8 

9 A. 

10 Q . 

II 

12 A . 

13 Q . 

,. 
15 

1& A . 

Yes, we have . 

on wbat perc:entaqe? 

99 . 83 perc:ent. 

Are the unleased owners and the lease bold cnmera and 

llineral owners leased to other parties who will be pooled 

and their perc:entavea of cnmerahipa in the r&JJPecUve 

trac:t s to the south lonvwall 8 unit listed on the revised 

Bxbibit D to be s ubaitted herein as Exb1b1t 6? 

Yes, they are . 

Are the c:onflic:tinv claimants whose funds are to be 

escrowed on Exhibit E? 

Yea , they are . 

Is your reques t that the Board pool the interest of all 

the parties listed on Exhibit c of the south lonvwall 8 

applic ation? 

Yes . 

17 HS. Hc:CLMI:NAHAN : Those are all the questio.ns I have for Hr . 

18 Arr1nqton . 

19 HR. CHAIRMAN : Any questions, ~:~embers of the Board? We have 

20 

21 

other porties at the table . I'll ask you at this tiae to 

identify yourself and then vtve an opportunity to aak any 

~ questlons of Hr . Arrinqton . 

~ HR . STEELE : Bob Steele , and this is my mother Ruth. We're 

2• property owners . 

25 HS. DESKINS: I'lll Aqnes Deskins, property owner . 
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1 HR . CHAXRHAN: Okay. Did you bave any ques"tiona at tlUa tiDe? 

2 HR . STEnE: Not a~ this t1.11e . 

3 (Witness standi aaicla . ) 

4 HR. c:BAI1lMAN : Okay. Call your next witness. 

5 KS . HcCLANNABAN : Hr. GU Gillenwater. 

8 COURT REPORTBR : (SWears witness.) 

7 

8 WILL.IAH D. GILLBNWATBR 

9 a witness who, after h aviniJ b e en duly sworn, was exaaiDed and 

10 testified a s f ollows : 

11 

12 DIRECT fl:IAHDlATION 

13 

14 BY KS . KCCLANNAHAN : 

15 Q . 

16 

17 A . 

18 Q . 

19 

20 .\ . 

21 Q . 

Hr . Gillenwater, wil~ you please identify the exhibit 

marked f or identification as EXhibit 4? 

That ' s my resu=e . 

Does t h e resuae l.D Exhl.bit 4 reflect your work history 

and qualifications? 

Yes, 1t does . 

Have you been qualif ied as an expert witness before the 

~ Gas and 011 Board previously? 

ZJ A . Yes. 

24 HS. HcCLANNAHAN: Hr . Chairllan , I 11ove the introduction of 

2S flxh1b1t 4 • 
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I Hlt. OIAIRKAN : Okay. 

2 () . 

3 

4 A. 

5 () . 

II A . 

7 Q. 

I 

II 

10 

t1 A. 

12 () . 

13 

14 A . 

15 

II () . 

17 

11 A . 

18 

20 () . 

21 

22 A. 

23 () . 

24 

25 

(Ks . Hcclannaban continues . ) Where u your experience iD 

obta~DiDg mineral leases been concentrated? 

Coal leasing and oU and gas and coalbed aetbane leasing. 

In wbat particular area.s? 

soutbwest Virv~nia. 

In your experience in obtaining leases iD soutbweat 

Virq1n1a are you faa111ar With tbe fa.ir aarJt.et value for 

coal leases, oil and vas leases, and coallled aetbane 

leases 1n tbe soutb lonQWall 8 unit area? 

Yea , aa•aa, I am . 

And how many acres have you leased in Buchanan County iD 

the last year? 

011 and gas and ~:~ethane acres in tbe excess of 40,000 

acres . 

What ar e the fair market value teras for a coalbed 

aetbane lease in tbis area? 

coalbed ~:~ethane s pecific would be Sl per acre per year 

and a one-e1gbtb production royalty. 

And what would be the s tandard primary tara for a coallled 

• ethane lease ? 

Ten year s . 

Wl t h regard t o the unleased owners that are listed on the 

s outh lonvwall a unit f orced pooling application, bave 

you contac t ed those landowners or tried to contract thea 
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I 

2 A. 

3 Q. 

• A. 

to obtain a lease? 

Yes, we have . 

What lund of leue have you offered each of thea? 

AD oil and qas that would also include any claia to 

5 coalbed 11etbane tb.at they would bave. 

8 Q. 

7 A. 

8 

II Q. 

10 

II A . 

12 Q . 

13 A . 

,. 
IS 

18 Q . 

17 

18 A. 

19 Q . 

20 A. 

21 o. 
22 

23 A . 

z• Q . 

2S 

Vitb the terms as you previously discussed as standard? 

No . 11a • aca, as an annual rental P&Yllltmt of $5 per acre 

per year . 

And is tbe difference in that rental that you've listed 

-- do you mean bonus or rental? 

Rentol. 

What bonus 

Well , what we do, ma'am, is prepay a ten year term, try 

to get the up front dollars boosted up to allow for 

soe~ething worthwhile for tbeCI to aiqn for . 

S5 per acre is for oil, gas, and coal.bed methane, is that 

correct? 

Yes, CIII'UI . 

And S l per acre is for coalbed methane interest only? 

Yes, DII ' UI . 

By what 11ethod have you contacted each of the owners and 

o ffered them a lease? 

In per son, verbal . 

so you have contacted all the owners in tbe south 

longwall 8 unit verbally? 
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1 A. 

2 Q. 

3 

4 

5 

t1 A. 

7 Q. 

8 

a A. 

10 Q . 

11 

12 

Yes , ma' u . 

Okay. With regard to the lease bold owaers that are 

listed on the south lon!JWall 8 unit forced pooling 

application, did you make an offer regarding an assign

ment of their lease bold interests? 

Yes , we have. 

And have you been able to come to an a;reuent as to the 

proposed assiqned acreage? 

Not at this time . 

were there any unknown owners or owners whose addresses 

were unltnown at tbe tille of the filing of this forced 

pooling application that you're aware of? 

13 A . No . 

14 HS. HcCLANNAHAN : Those are all the questions I have for Hr. 

15 Gillenwater . 

18 KR . CHAIRMAN : AnY questions, meJ:Ibers of the Board? 

17 HR. MASON : Let me j ust make sure I understand this. You say 

Ill 

11 

you made an offer to lease t o each of these people, but 

the offer t.hat you made was for a full oil and qas lease 

~ tncludtnq coalbed methane? 

21 HR. GILLENWATER : Yes, sir . 

22 HR . MASON: And that you offered to pay a S56 per ac.re rental 

~ payable fo r ten years in advance? 

2' HR. GILLENWATER : Yes , s ir . 

25 H.R. HASON : Okay . aut there was no bonus? I mean, it was 
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1 just a prepayaent? 

2 KR. GILLENWATER : Yes, sir. 

3 KR. MASON : Thank you. 

4 KR . CHArRHAN: Other questions, cellbers of the Board.? 

5 QUest i ons , Hr. s teele? 

8 KR . STEELE : I have one c oncerninG the natural qas part of it. 

7 Thl.s l ease that be • s want in; involved all of it. And • .Y 

8 quest1on is if they do or when wlll they produce natural 

a qaa alon; with this coalbed methane or what's qoinq to 

10 happen to the natural ;as? 

11 KR. CBAIRHAN: Do you want to answer that? 

12 HS. Hc:CLANNAHAN: Well, I believe that question would most 

13 

14 

appropriately be directed to Hr . Alllert . so p e rhaps -

should - -

15 KR . CHAIRMAN : Okay . we • 11 reserve that until 

18 KR . GILLENWATER: can I say one thinq to that, thou;h? :rn our 

17 ne ;otiatlons 1f any party has any interest 1n a coalbed 

18 11etbane s pecifi c: lease then we have that fora and are 

19 more than willing to negotiate on that fora . And when I 

20 s tated t hat we l e ased an excess of 40,000 acres the past 

21 year. t he bulk of that has been c:oalbed methane spac:ific 

22 l e ases. 

2l KR . HASON: J ust one question . In the overall lease that you 

24 o ffer , i f you s tart or commence production of c:oalbed 

~ me thane does that c:onstit~te production for purposes of 
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1 all oil o.nd qu? In other worcla, will it hold t.ha l~ua? 

2 HR . crLLS.NWATER : Yes, sir. 

3 HR . MASON : The c oallled aathane will hold t.he laue for the 

4 other two ainerals u well? 

5 HR . GILLENWATER : Yes, sir. 

6 HR . MASON: Thank you. 

7 HR. CHAIRMAN : Did you have any questions, aa•aa, at t.hi.a 

a time? okay . 

(Witness stan.ds aside . ) 

10 HR . CHAIRMAN: we'll qet t.hat question from Hr. Albert when be 

11 qets on t.he stand . Okay . Call your next witness . 

12 HS . HcCLANNARAN: Randall Albert. 

13 CQtJRT REPORTliR: (SWeers witness . ) 

14 HS. HcC'LAN!tAHAN : In order to assist Hr. Steele, it's okay 

15 with =• if it's all r i qht with the Chairman for Hr. 

16 Albert to qo aheod and answer his question now t.hat he's 

17 b een sworn in before we start . 

I ll HR . CHAIRMAN: Okay . 

19 HR . ALBERT : could I ask her to r e peat the question to ae froa 

~ the reco r d , please? 

21 COURT REPORTER: I' 11 hove to r ewind it then . 

22 HR . CHAIRMAN: Hr . Steel e could probably restate the question . 

23 HR. STEELE : HY quest ion was , thi.s lease you 're wantinq is 

2• c o olbcd ~:~ethone . I want to know 1f it involves the 

2S nature qas when w111 you be producioq natural qas, if you 
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1 do , and bow are you voinv to ctistinc;uish between the two? 

2 HR . ALBBP.T : I ' ll a.nswer th.e first part first . We have no 

3 plallB , if I understand where your area is -- where you're 

4 l oca ted at the aoutb of the LaviBa, at the present tiae 

5 we have no plana to produce any natural qu in that area. 

a Tbat i s an are a that is out ahead of the active aininQ 

7 plan and a s a matter of course we do not drill deep wells 

I out ahead of o ur active DiD.iDQ area. I couldn't Qive you 

II any defi nite t i ae table as to when or 1f we would produce 

10 deep qas froa that area. But H we did we would distin;-

11 uish -- 111ore than l i kely the vas would be froa a differ-

12 ent well bo r e than fro.a the coalbe.d methane well bore and 

13 

1• 

i f it was f r oa the sa~~~e well bore then we would siaply 

isola te the two : ones to meter the qas separately for a 

15 variety o f reasons . But we would separate and meter each 

1& source separBt e ly . 

17 HR . STBBLt : Okay. A f o llow-up question on that . I've been 

11 advised tha t this co albed ~;~ethane is a nevative or 

19 approxll:la tely a :ero pressure . Is that true? 

~ KR. ALBERT: No, sir , tha t 1s not true . As I bave testified 

21 b efor e the Board on nuae r ous occasions as well as other 

22 coa pa.n1es , t he in s itu pre s sure of the coal seua ranve 

23 froa abou t 400 t o 600 pounds . The Pocahontas ill seu is 

2• a t about 600 pounds of res ervoir pressure . I think 

~ s omeone aay have tol d you that i t is a n under pressured 
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1 reaervo1r as opposed ~o -- meaninv that ~he bydros~at1c 

2 bead is aore than the reservoir pressure 1s. But no, it 

3 1s no~ a :ero pressure . 

4 HR . STS&LE : No . 1 was advised that it was a negative 

5 pressure and that's why you had to PUDP it. The question 

a 1'111 ve~~1nv a~ 1a, ever since we • ve been in the area 

7 ~here • s vas coainv up in the creeks an.d the ditch line 

a and everywhere. 

9 HS. DBSitl.NS : In my yard. 

10 HR . STEELE : And if it ' s coalbed methane that's one th~g. but 

n if it' s ~be other type qaa that's another thine,. 

12 HS. DESJC.INS : so 1 t must be tbe other type of qas. You can 

13 strike a ma~ch and it will burn . 

14 HS. HcCLANNAHAN : I'm not sure I -- so what difference does it 

15 ~:~a.Jte 1 [ it • a one or the other? 

1!5 HR. stt£LS : It wouldn't ma.Jte any ctifference if you leased it 

17 all. The issue is the forced pool~V. so if you • re 

1a c,oioc, ~o force pool my natural vas which you don't have 

19 any s ay so a~ all over, then that's one question, if 

~ ~hat 1s what 's cominv out in the creek and ditch lines 

~ and wha~ever. 

~ HR. MASON: As I understand ~he forced pooling application 

Zl peodinv before us ~oday only relates to coalbed aethane, 

2• 1s Ula~ correc~? 

~ HS. HcCLANNAHAN: Tha~ · s correct . 
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KR . MASON : s o th la Bo~rd pursuant to this application have 

2 the rioht to f orce pool anythino but the coal.bed aethane 

3 oaa . That would be the only issue before ua today. In 

• any neootiations you all have had with thea outside of 

5 that , that laaue is really not part of what we can do. 

a In other words , we're not ooino to force pool your 

7 natural oas other than within the coal aeaaa that they 

a have described 1n their petitions . 

e MR . STEEL£ : Well, ay next question would have been , after 

10 they start 41sturb1no this oas what's ooino to happen if 

n 1t eoal bod 11ethane coaino up? What's ooino t o happen to 

12 the are a? Io it ooino to produce aore oaa than it has 

13 boon as for as -- I•m talkino about a safety standpoint • 

1• KR . ALBtRT : Are you aakinq me or are you a a kino the Board? 

15 HR . STEELE: I'a as ktno anybody that can answer me . 

1& HR. HeCLANNAHAN : Hr . Albert. I think you c~n probably address 

11 the aofety --

11 HR. ALBERT : Hr . s teele, not knowinq for sure where the oaa 

t8 that you all ore ref erencino is coaaino froa I couldn't 

20 quallfy ot thi s tu:ae whether it would be aore or leas or 

21 exactly what the impact of o~s producti on would be on it 

~ or a 1n1no would be on lt. I have no firs t hand knowledge 

23 ot the oas coa1no to the surface in that area or where 

2~ that oas 1s l1kely to be coming froa. 

~ HR. HASON: Randy , have you in any of tho areas where you all 
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I have dr~lled VVKs or a part of your de;aaification 

2 proqru and there is surface leakage ;as. have you all 

3 ever noticed any increase of surface ;as in an area 

4 that • s been drilled or have you noticed any decreases? 

5 HR. ALBERT : I've never noticed any increases and I would have 

8 to state the Board at this tiae that all the areas that I 

7 have drilled in I have never seen qas coatng to the 

e surface . I • ve seen gas coae into a vall bore at fairly 

9 sballov depths . but I • ve never seen it eoae all the vay 

10 to the surface. 

II MR . MASON : But you ' ve certainly not seen any increase 1n 

12 surface gas as a result of --

No • 13 HR . ALBERT: 

14 HR . MASON : or any indication that that would be the result 

tS of this? 

18 HR . ALBERT: No, sir . 

17 HR . MASON: Th ank you . 

111 

19 RANDALL H. ALBERT 

~ a witness vbo, after havi ng been duly sworn, vas examined and 

21 testi Ued a s follows : 

22 

23 

24 

~ BY HS. HcCLANNAHAH : 

DIRECT BXAMTNATION 
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1 Q . 

2 A. 

3 Q. 

• 
5 A. . 

8 Q. 

1 

II A . 

8 Q. 

10 

11 A. . 

12 

13 

14 Q . 

• 

Hr . Albert. could you identHy Exhibit S? 

Exhibit S is ay resuae . 

Does th1s resuae reflect your educational background, 

work history, and qualifications? 

Yes , it does . 

A.nd have you been previously qualified as an expert 

witness before the Gas and Oil Board? 

Yes, I }\ave. 

For what type of wells will the permits be suhlaitted for 

wells in the s outh longwall 8? 

To convert one vertical ventilation hole to a coalbed 

aethane gas well and to drill additional coalbed methane 

;as wells . 

You have indicated in the forced pooling application that 

15 the a ineral and lease hold owners for the south longwall 

18 8 unit which are not leased or assiqned to PGP are listed 

11 on &xbLb1t D. I s that still correct? 

18 A. . 

18 Q . 

20 A. . 

21 

22 

ZJ 

24 Q . 

No. it • s not . 

Wby 1s that not still correct? 

Since the f U 1no of the application one of PGP ' a part

ners, cocsol1dat1on coal CoDpany, has purchased the 

1nterest of Raymond Lester and PGP has secured an oil and 

gas lease from Nancy sink. 

The exhibit marked for id.entif1cat1on as Bxhibit 6, that 

25 s hows the rev1sed application page and also revised 

67 



• 

• 

• 

' Bxhibi t c, D, and s shoving the ac1c1i tional interests 

2 leased, is th.at correct? 

3 A. Yes, it is . 

4 HS . HcCLANNAHAN: Hr. Cbai.rlaan, I •ova the introduction of 

5 Exhibit 6. 

a HR. CHAXRHAN : Any objection? Okay. Do you follts have a copy 

7 of this? 

a HS . DESK.INS : No, we don't. I don ' t. 

9 HR. CJDUJIMAN : Do you have an extra copy for thea? 

10 HS . HcCLANNAHAN: Uh-huh. 

11 HR . CHAIRMAN: Thank you . 

12 Q . 

13 

14 

15 A. 

16 Q. 

17 

18 

19 A . 

20 Q. 

2t 

22 

23 

2' A . 

25 Q . 

( Hs . Hcelannahan continues.) Have you received any 

writt en res ponses to the forced pooling application 

that's been filed with the Board? 

No, we have not. 

I s Pocahontas Gas Part.neruhtp the owner of the drU linq 

rights underlying t.he auneral tracts that are to be 

enco11passed by this un1.t? 

Yes, we are. 

Does t he plat attached t o the forced pooling application 

f iled by PGP i ndic ate the acreage to be embraced witbi.n 

the south longwall a unit a s approved by the Board at 

1.t ' s February 18th bearinq? 

Yes , it does . 

Does the p l at attached t o the forced pooling application 
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1 filed by PGP also indicate the shape of the acreage 

2 embraced withlD the south lonvwul 8 unit as it's been 

3 previously approved? 

• A. 

5 Q. 

a 

7 

a A. 

ll Q. 

10 

11 A . 

Yes , it does. 

Does the unit follow the boundary linea of the longwall 

panel and 1t • s surround1DCJ area for the aine that 

coapriaes tbe south longwall 8 unit? 

Yes , it does. 

could you please identify the exhibit aarked as RXhtbit 

77 

Exhibit 7 is a copy of Exhibit B-1 of the aoutb longwall 

12 8 f orced pooling application. 

13 HS. HcCLANNAHAN : Hr. Chairman, I move the introduction of 

1• Exhibit 7 . 

15 Q . 

16 

17 

18 

19 A . 

20 Q. 

21 

22 A. 

23 Q. 

2.& 

(Hs . HcClannahan continues .) Does the plat attached to 

tbe forced pooli.no application filed by PGP inchcate the 

area within which tbe wells wi ll be converted or drilled 

on the south longwall 8 unit? 

Yes , 1t does . 

Does this drllling unit embrace two or aore separately 

owned tracts? 

Yes , it does. 

Are the costs and expenses for the wells set forth on 

detailed well estimates attached to the forced pooling 

~ appllca tion as Exhibit H through K? 
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1 A. 

2 Q. 

3 

4 

5 A. 

8 Q. 

7 

8 A. 

9 Q. 

10 

11 A. 

12 

13 

14 

15 Q . 

18 

17 A. 

111 

19 

20 Q. 

21 

22 A. 

23 Q. 

24 

25 

Yes, they are . 

Have there been any revisions to the DWEs for the wells 

that coaprise the south lon;wall 8 unit. since they•ve 

been fUed? 

No, there have not. 

Do these exhthiU reflect the cosu of drilling the -11• 
to total depth and co~leted for production coau? 

Yes , they do. 

Generally. bow di d you calculate the costs th.at. are 

listed in the DWEs attached to the application? 

For well 1122 which is Exhibit. H, those are for th.e aoat 

part actual costs fro.m invoices . For the additional 

wells which are I, J an.d K, those are estt.ated costa 

based on the average cost of drlllinq in this area. 

How are the costs that are listed on the DWEs divided 

between the fraclted walls and active qob walls? 

Tbe costs are di vi ded between the frack.ed wells and 

actlve gob wells on the basis of the production for eacb 

type of production. 

Are you requesting that. PCP be designated as the -11 

operator authorized to operate the south lon;wall 8 unit? 

Yes, I G . 

And that the Board prescribe the tiDe and aanner in which 

other a1neral and lease bold owners aay elect to partici

pate in t he operation of the wells? 
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1 A. 

2 Q. 

3 

.. 
5 A. 

8 Q. 

7 

a 

9 

10 

11 A . 

12 Q . 

13 

, .. 
15 

18 A. 

Yes. 

Are you requesting that non-leasing aineral and lease 

bold owners have reasonable access to production and 

transportation records collectM by the inspector? 

Yes. 

That participati.Dg aineral and lease bold owners bear the 

reasonable costs and expenses co.nnected to the wells 1n 

the proportion which the acreage they own baa to the 

total acreage ~n the south longwall 8 unit as determi.D.ed 

by surface acreage? 

Yea. 

And t hat the Board ma~e provision for the payment of all 

reasonable costa of the operation including a reasonable 

supervision fee by all z:~ineral or lease bold owners who 

elect t o participate? 

Yes . 

17 HS. Hcc:t.A.NNAiiAN : Those are all the questions I have for Hr . 

18 Albert. 

19 HR . CHAIRMAN : Any questions, 11ellbers of the Board? 

~ HR . MASON: on your DWE. as I understand it, one of these 

21 wells, t hat is CBM 122 , i s already 1n existence? 

22 HR . ALBERT : That 's c o rrect . 

2J HR . HASON: Has i t been operated as a WH? 

2' HR . ALBERT : Yes, sir. It bas been operated as a VVH . 

25 HR . HASOt~ : How long has it been in existence? 

71 



• 

• 

• 

1 HR. ALBERT: About four •onths . 

2 HR. MASON : And t.ben t.be ot.ber t.bree ar'& proposed wells? 

3 HR. ALBERT: Yea, si.r. Tbat 1.s correct . 

4 HR. MASON : Wbo owns t.be well now - t.ba VVH? 

5 HR . ALBERT : Pocahontas Gas Partnership . Tbe VVB wu drilled 

a by Pocahontas Gas Partnership . 

7 HR. MASON: ooes PGP bave any aqreoent wit.b conaoli.dated for 

I tbe use of t.be well bore for ventilation purposes? 

e HS . HcCLANNAHAN: Hay Hr. Horqan address t.bat question, 

10 please? 

11 HR. MASON : SUre . 

12 HS. HcCLANNAHAN : Ke basn • t been sworn 1.n. 

13 COURT REPORTER : (Swears witness.) 

14 HR . HORGAN : conaol1dat1on coal company as a partner 1.n 

15 Pocahonta s Gas Partnership is t.be operat1nq partner . so 

18 therefore, they have control over operat~on of all t.ba 

17 wo~l bores and al l facilities on the •i.ne plan area. 

18 HR . MASON: Well, I understand that . But lilY question is i.a 

19 consolidation coal Company has been usi.nQ this well bore 

~ for f our mont hs to ventilate qas, is that correct? 

21 HR . HORGAN : Tbe qas bas been vent11atinq for four •on~. 

22 HR . HASON : Do you have any aqreement between the Partnership 

2l and consolidation coal COJ:Ipany to reiaburse or pay the 

24 Partner ship f or the use of this bore? 

25 HR . HORGA!l : No , we do not • 
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1 HR. CHAIRMAN: Hr . Horqan, NOuld you state your full naae for 

2 the record, please . 

3 HR . HORGAN : Clauc!a Dale Horqan . 

' HR . MASON: so the Partnersb.ip c1r11led tb.is wall or this bore 

5 and it just leu the coal coJIIPany use 1t unt1.1 suc:b tiae 

a a s it's ready to use it as a qas we~l for production? 

7 HR. HORGAN: The coal COIIIPanY is not using it per say. There 

a is no •l.ne 1D that area at this tille. This was a 

e hyc!raulically fractured well wbicb is liberating vas fro• 

10 tbe Pocahontas 13 sea~~. It is not a VVB 1n the tradition 

n sense that it • s a gob well or anytbinq of that sort in 

12 ventilatinq the mine . It is r01ov1nq qas fro• the 

13 Pocahonta.s 113 seaa . 

,. HR. MASON: Is part of the deqas1f1cation of the coal proqrea 

15 that the !Uninq company has? 

1& HR . HORGAN : That 's oriqinally -- 1n the period of 1984 to 

17 1990 consolidation coal Company was c1r1111nq and produc-

111 inq those type boles . 

111 HR . HASOtl : Are you tellinq •e that consolidation COal COIIIPanY 

~ der1vee no benefit from the ventilation durinq this four 

21 a ontb periocS? 

22 HR . HORGAN : Durinq this four aonth period we bave not derived 

~ any b ene fit . There is qas beinq liberated froa the aeaa. 

2' HR. MASON: And the deqasification of the coal that's occurred 

~ dur1nq this p e riocS is of no benefit to the coal cozpany? 
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1 HR . HORGAN : If the coal seu i .s euUiciently deqaased it 

2 obviously W:Lll make ai.DiDQ safer . 

3 HR . MASON : I quess I ' ll jus~ haviuq a hard ~i.ae with this 

c relationship. I aean, wa•ve qot soaethinq thst costs a 

5 qrea~ deal of money. It • s an asset of this partnership. 

6 And it s e ems to 111e that if you look at the tU.s~ory of 

7 these VVHs and the fact tha~ the 11.ininq COIIPanies have 

II done th1s ~o further their 11ininq operatious be deqasify-

9 inc; their coal - I mean, I'D certainly not critical of 

10 lline safety and deqa..sificatio.n at all . It • s one of the 

11 111lin rea.so.ns we • re involved in this. It seems to me that 

12 this par~ership ha..s been! in effect, allovinq a free use 

13 

1C 

of this asse~ to ~he coal company and then is e:q~acti.nq 

to turn around and charqe the full cost of that to the 

15 well in which people are qoinq to be asked to participate 

1& and pay for tha~ after tha~. 

11 HR. HORGAN : The well has been drilled and I think under the 

18 ac~ , r egardless of who drill:& the we11, a well c:an be 

19 ven t ed for m1ne safety. 

211 MR . MASON : Well, I unders~and that . I mean, I -

21 HR. HORGAN : AnY coalhed methane well that 1B drilled is qoinq 

22 ~o l1bera~e qas from the coal seam . And under the theory 

~ that you 're spea llinq of, you would have ~o back up and 

2.a see ~ba~ any c oalbed methane well drilled anywhere, what, 

~ in fac~ . does ~ba~ have on the coal sea. and deqaaifyinq 



I • 1 and shouldn't, of course, ~e shared ~Y whoever the eoal 

2 owner is . 

3 HR. MASON: Well, I understand that . '!'hat ' s .y point. I 

• •ean, why sbouldn' t -

5 HR. HORGAN : ReqarcUe•s of whether or not it's vented. 

e MR. MASON: Why sbouldn • t the coal eQJipany pay for the Ule of 

7 this bore? 

e HR . HORGAN : No a ore so than any coal ccmpany should pay for 

9 the use of a bore to reJiove a vas fro. any eoal!Mtd 

10 aethane well drilled anywhere . 'l'b.e only difference is 

n here 1t is beinq venting as allowed ~Y tbe act. 

12 HR . MASON : Well , I d.o.n't disapprove of that. I'D just 

• 13 talking ~out econom~e benefits . I aean. it seeJis to ae 

14 you've got a situation whe re you ' re askino us to charqe 

15 tb~s well for the full cost of this drilling when there's 

ts another enterprise that' s derived an ecoaom~e benefit for 

17 it and there's no reduction o r costs or anything to 

t8 reflect that. 

Ill HR . ALBERT : If I mi ght , we are not as~q that the Board 

~ charge the full cost of the well to a participating 

21 operato r . we are allocati.nq that eost ~ased on the 

22 production from that well which will be fro• the tble the 

~ well beg1ns t o commercially pro duce. 

24 KR . MASON : But: you • re doinq an allocation between the qob 

~ production and the --
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• I HR . ALBERT : Frack p roduction . 

2 HR . MASON : -- frack production. But there's no part of that 

3 allocation that relates to use of this well bore by the 

• a ininQ coJIPanY prior to produc tion of the we~l. is that 

5 not correct? 

e HR . HORGAN : What Hr. Albert 1a referrinq to. thouc,b. that 

7 production is not added Ulto our production nuabera 

a either in doinq that allocation. 

a HR . MASON: Well , I understand that. But there is a period of 

10 use in there by the a1ning coapany that's not reflected 

11 1n the allocation of this cost . Tbat' s ay point e.ntire-

12 ly . 

• 13 HR . ALBBRT : I would represent that that is not a period of 

,. use by the a1n1ng company . It so happened that the well 

15 was drilled and rather than soaetilles it's aore 

til d1sadvanteqeous to leave a co~ed methane well abut in 

17 once lt is s tillulated and to allow 1t to produce . Tbe 

II only reason it 16 being vented right now is that the pipe 

19 line which is being conseructed Cardinal States Gatherinc, 

~ Company is not f1nished. We have nowhere to aarket the 

21 c,as. 

22 HR . MASON : I understand that . Hy point is is that there• a 

ZJ you 're s ayinc, that if it weren't-- I queaa what I'a 

24 try1n9 to arri ve at 1s that you• re talling ae that the 

~ consol i dation coal company derives no benefit froa this 

• 
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1 four a onth ventllation period? 

2 H.R. ALBERT: It would be very a1n1Jaal benefit and no direct 

l benefit . I mean, that coal aay never be aiDed. 

• H.R. MASON : Let ae aak you another question. Tbia well waa 

5 permitted as a VVR? 

6 H.R. ALBERT: Yes, air. 

7 H.R . MASON: BY PGP partner? 

6 HR . ALBERT : Tbe well was ori9inally permitted aa a VVR by 

9 consolidation coal Coapany. 

10 HR. MASON: Who actllally drilled it? 

11 HR . ALBERT: Pocahontas Gas Partnership dril~ed the well. It 

12 was one of the wells th.at fell into the en.d of the 1990 

13 calende r year at the tiale free of drilling • 

1• HR . HASOll : Who owned the well when it was drllled? 

15 HR . ALBERT : Pocahont. o.s Gas Partnership owned the well wbe.n it 

16 was d rilled . 

17 HR. MASON : But. c onsol i dation coal coapany 90t the perait? 

111 HR . ALBERT: Ri9ht . The perait. was obtained prior to the 

19 f o raat1on o f Pocahontas Gas Partnership. 

20 HR . MASO!l: Was that perait transferred to Pocahontas Gall 

21 Partner ship? 

~ HR . ALBERT : I do not. believe it was . 

23 HR. MASOll : Well , how d o you have a permit and one owner and 

2• t.he well owned by somebody else? 

~ HR . ALBERT : Well , a VVH perait is just a permit from the 
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State tUninq Ac;rency to a.llow any entity to drlll a 

vertical ventilation bole. The well was drilled with the 

fu.nd.s of Pocahontas Gas Partnership. 

• HR. MASON : I un.derstand that. An.d you tell •e that Pocahou-

5 tas Gas Pa.rtnership is the owner of the well? 

6 KR . ALBERT: Tbat•s riqbt . 

7 HR. MASON : I ' a not that fam~ar with the ~1tt1nq require-

s 11ents of VVH8. Hr. Fulaer, 1s 1 t c:usto11ary that one 

!I person own the penait and somebody el.se be the cnm.er of 

10 the well? 

II HR. F'IJLHER: I ca.nuot spealt to the 11.1nes. I don't know how 

12 they do that . Host of the tille when you drill a WP t.t • s 

13 done by the coa.l company . 

1• HR . MASON : And they are the owner of the well? 

15 HR . FULKBR : ownership question I couldn't answer you, Kr . 

IS Mason. 

17 HR. HORGAN : 'i'he VVH peroi t is tied to the aiDe froa a 

ts perz1tt1Dq s tandpo int . The D1vi.sion of Hines, Minerals 

19 and Enerqy will require that consolidation coal COIIPSDY 

~ bave a VVH permit . It does not address ownership, but 

21 the f act that 1t i.s to be tied to the mine wlll require a 

~ VVH pe rmit . 

Zl HR. MASON : I understand that. 

24 HR. HORGAt~ : PGP 1& not a aininq company. Therefore, PGP 

2S c annot obta1n a VVH permit . So even wells th.at are 
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1 drilled as coalbed. methane wells entirely under PGP will 

2 requU'e later 1f it's qo1nq to be served as a ventilation 

3 bole later a VVH penait under consolidation Coal COIIPany. 

4 The.re will be two separate permits - two separate 

s eDtities -- from the simple fact that conaolidation Coal 

I COIIP&nY h the a1n1nq co~:~pany an.d that is the one tha t 

7 the 01viaion of KiDea, Minerals and Bnerqy is tied. to and 

1 they 're the ones that are required to qet that perait. 

11 HR . MASON : Okay. Well . you're tell me that PGP could. r:ot get 

10 a VVH permit, is that correct? 

11 HR . KDRGAN : I don't think they could. :I doD't think PGP 

12 could have a VVH . 

13 KP.. MASON : Did they qet a coalbed. methane permit to drill 

14 this well? 

No, they did not. 

so they drilled it under consolidation -

15 KR . HORGAN : 

16 KP. . MASOil: 

17 KP. . HORGAll : They dr1lled. it f or consolidation coal Company 

11 under the teras of the partnership agreement . 

Ill HR . MASON : How can they drUl the well and they don't have a 

~ permit and you tell me they can't get a permit? I don't 

21 un derstand t hat . 

~ KP.. HORGAN : Consolidation Coal Company has a permit . 

n consolidation coal company is the operator of PGP . ADd 

24 any we l l that we are qoinq to be deal1nq with we'll bave 

~ duel perm1ttinq requ1reaents as a VVH and as a coalbed 

79 



• 

• 

• 

I 

2 

aethane. A coal.bed methane will be permitted under PGP . 

Tbe VVH will be p e rmitted under Consolidation Coal 

3 co11pany . Every well that we've d one is that way. 

4 HR . MASON: Well, I •a totally confused . Hr. FU.l.aer, when you 

5 

8 HS . Hc c:LAHNAHAN : Hay I just Dake one point b.ere? It wu 

7 drilled in october o f 1990 . It wasn't just drilled four 

8 a onths aoo . so it was dr:illed before the Oakwood field 

9 rules we re in effect. And it just hu only been produc-

10 i n o for four months , but 1 t was drilled in 1990 . 

tt HR. HORGAN : And it was drilled in 1990 to try to benefit PGP 

12 f or the gas credit standpoi nt and it was drilled and not 

13 completed . 

14 MR . MASON : 

15 HR . HORGAN : 

18 HR . MASON : 

PGP, when did 1 t co11e into existence? 

septe=ber , 1990 . 

Hr. FUlmer, are you faailiar with these VVH 

17 pennts? 

Ill HR . FUT..HER: Arl I faallia.r with thea? 

19 HR . MASON: Ub-hub . 

~ HR. FULMER: I know of thee. I qet copies of the11 froa the 

V 01v1 s1on of HLnes, yes . 

22 HR . MASON : When they 1ssue one o f those per1111 ts does it 

23 non:aally per111i t soaeone to d.o something? I aean, does 

2' t .he p er1111t actually say we hereby per111it con.solidation 

~ to drill the VVH o r does it -- they oat a perait and 
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1 anybody can drill the well, do you know? 

2 HR. FOLHER: st.lll, on the ownership quest.ion I don't know 

3 all I know is that ney get the permit in the name of 

4 who • s applying . Now, whether somebody else can dr111 the 

5 bole un.der contract for them, that • s just like any other 

8 we11 . 

7 HR . MASON : I understand tbat. 

8 HR . FOLHER : But the operatorship or the perm.it is in who 

i applies for the pe~it from the Division of Hines. 

to HR . MORGAN : Mr . Mason , 1t goes further than that. There are 

tt i ssued t.ied bere due to the context permitt.inq and 

t2 assuming that we try to address 1D the requlations and 1t 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

was pretty complexed. I mean, not only i.s consol 

required to qet a VVH permit, consol w111 also since 

that 's qo1nq to be a VVH on the ones that are qoinq to be 

converted and the ones that are already VVBs have to vet 

a DKLR surface rec lamation permit. But it 's s~ply a 

matter of those t.binqs are tied to the coal operator 

permit wise . PGP does the CBH permits . 

MS . McCLANl~AHAN: Also, to answer your question with regard 

t o -- I think Hr . Kelly can even say that with regard to 

conventlonal gas wells there are plenty of tiJDes when a 

company is the permittee on a well, but there are 

numerous owners of the well under an operating agreement, 

isn ' t that correct? 
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1 KR. KELLY: Yeah, I • d say it probably stands as a joint 

2 venture arranve11ent. 

3 KR. MASON: I • 11 just tryinv to under a tan.d why IIY bi9 

• concern 1s the fact that the entire cost of this we.U 

s bore is beinq charved to the CBH wben there seeas to be a 

6 period of time i n here in which this asset was utilized 

7 by the coal c oapany in which no compensat.ion is paid or 

6 reduction in cost is made with revard to the I 11ean, 

9 the permittinq aspects of it are real.ly irrelevant to 

10 this consideration. 

11 KR. HORGAN : Hr. Mason , the total reason that this we11 bas 

12 been liberating is the fact that the pipe line was not 

13 

14 

15 

16 

finished on schedule. It was anticipated that this 

production would be goinq into the pipe line . This 

produc::ion wa.s anticipated to benefit PGP. The pipe line 

originally wa.s scheduled to be COJDPleted January 1, 1992 

17 at which point that production would have been qoinq into 

18 the p i peline full benefit of PGP . The requlations and 

19 the a c t do allow ventinq o f these well.s where it cannot 

~ be marketed . To the fact that it's venting. I think that 

21 could be h appen1nq on any well anywhere for mine safety. 

22 KR. MASON : Tbe ventHation can only be allowed in the event 

~ of mi ne safety c onsiderations. 

2C KR . FULMtR: Riqht . 

25 KR . MASO!l : t understand that . 
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• 1 KR. FULMER : or for testing. 

2 HR. MASON: Yeah , ay point exactly. All of which inures to 

3 the benefit of the mining co~a.ny. 

4 HR . HORGAN : But are we goinv to say then that any tiae a well 

S baa to be vented that you have to keep track of that ADd 

s deduct that cost fro1l a cost of ADY CBH that • s done out 

7 there? That any tille soaebody has to vent that well for 

s Cline safety -- if something clogs the line upstreu, I 

8 mean, are we ~oinv that far to say that well, nov because 

10 you • ve got to throw that into the air that • s benefiting 

II the aine so you've got to back up five years ago when 

12 that forced pooling was done and reallocate that cost 

• 13 because that cost goes to the mine? 

" KR. MASON : No, bu-c I th~nlt you probably should allocate a 

IS part o f the operational costs -co the mine for that. And 

16 I t hink if the aining company derives benefit fro11 these 

17 coot:; they ouvht to pay for it and not have that bu.rden 

IS placed on the people who have to elect to participate in 

18 the well. 

20 HS. HcCLANNAHAN: one other consideration which balances into 

21 that , however. is that -- I understand from Hr. Albert 

22 and he c an e,xpla i n this better, but tbe consideration 

~ tbat you have to balance against what you're saying is 

24 that the rea.aon 1 t • s been ve.nting for four 11ontha ia that 

2S in order to protect the production fro• that well be 
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1 could not abut it 1ft four aonths ago wbicb aeane that 

2 be's actually preserving an asset of the partnerabip and 

3 of all the owners . You also have to consider that they 

4 wouldn't be doing something that wasn't advantageous to 

5 everyone conaickrtng that Pocahontas Gas Partnership and 

6 conso lidation coal COIIPanY as a separate entity own 

7 interesu 1ft all of these units. So they• re going to get 

a paid and get charged the sue costa on their acreage 

9 bas1s as anybody else . 

10 KR. MASON : Well, I understand that. 

11 MS . HcCLANNAHAN: Oltay . 

12 KR . HORGAN : Hr . Has on , as far as cbarqing the entire coat, U 

13 you will recall 1ft the past forced pool~ga that we've 

1• bad on these types units, we have not allocated the coat 

15 of e very potent1al well in those units. we have limited 

18 our appl i c ations to -- on tllia one I think it's four 

11 wells . On soae of the others it was three . On aoae of 

18 i t 1 t was o ne even thou;b there may have been aany aore 

111 VVNa in thos e units . 

~ HR . MASON: I d on ' t understand the relevance of that . 

21 HR . H.ORGAll : From your s tandpoint that ahoulcln • t the coal 

~ operator be bearinq a por~on of so•e of these costs. 

23 The oll and gas has not been burdened with all of the 

24 cost s a s sociate d w1 tb all the VVHs. 

25 HR. MASON: Why should they be? 
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1 HR . HORGAN : Why shouldn't the oil and c:u be burdened with 

2 thea? 

3 KR . MASON : tlo, why should they? 

• KR . HORGAN : we haven ' t . I aean 1n responae to your point 

s that that 

6 HR. MASON : If there's no reason why they should, then what 

7 looical relevance could that have to why the coal cOIQ)any 

a shouldn ' t? 

11 MR. HORGAN : I'm sorry. I don't understand your question. 

10 KR . MASON : well , you're saying that it's not logical to 

,, deduce that the coal company should bear it's coat 

12 related to the use of the bore of the VVH on the basis 

13 

, .. 
that the oil and oas 1nterests a re not burdened with 

other VVH costs. I find that not logically supportive . 

IS Kit . HORGAN : I was only using that to illustrate that we're 

18 not burdening the o il and gas with all of the costs 1n 

17 response to your prev~ous question as should they be. 

II Kit . MASON : Okay . 

And we have not . 

Okay . Thank you. 

19 KR . KORGAll : 

20 KR. MASON: 

21 HR. HORGAN: And we have justified the costa on the basis of 

22 economics in gas production. 

~ KR . HcGLOTHLIN : Ks . HcClannahan, were the surface owners 

2' noti f ied as to this project? 

~ HS . HcCLANNAHAN : All mineral owners • 
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• 1 HR. McGLOTHLm: Just the ain.eral owners? 

2 HS. McCLANNAHAN : Ri;ht . Tbat •s what the statute requires. 

3 HR. McGLO'l'HLIN: I understand. Maybe I'm thlnkinq of another 

4 tbinO that the Board did a provision reqardless of 

5 notice . I could be mistaken, but I thought aurface 

6 owners were to be notified as well. 

7 HS . McCLANNARAN: 361.19 requires all mineral owners be 

a notified. 

9 HR. CHAIRMAN : The notice of the hearinq bas been publlsbec! so 

10 that the parties that wish to contest anc! then we do 

" have , as I understanc!, thls ~ac!y as a surface owner. She 

12 may also be a ;as owne.r. I don • t know. 

• 13 HR. McGLOTHLIN: I just tbou;ht that the surface oMner sbould 

14 be notified of the peraittinq. 

15 HR . CHAIRMAN: At the permittino staoe? 

111 HR . McGLOTHLIN: Yes, sir. 

11 MS . Mcc:LANNAHAN : For the actual permit you do notify the 

18 s urf ace owners. It • s within a particular amount of -- if 

19 you ' re wi thin the part1cular amount of feet of the well, 

~ but not for the forced poolino unit . 

~ HR . MASON: c an I ask one more question? 
. 

22 HR . CHAIRMAN : Hr . Mason. 

23 HR. MASON: Let ae a s k you this question. Is it conceivable 

24 that if the life of this bore as a CBH would be aucceec!ed 

~ o r -- 1n o ther words , that the well would stop beino 
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I productive as a CBH well and then would co.ntiDue in uae 

2 as a ventilation bole after that for the gob area? 

3 HR . ALBEll'i' : That is conceivable. 

4 HR . HORGAN : But in all likelihood it will be just the 

5 opposite . under our plans it would be just the opposite . 

8 HR . ALBERT : Let me make sure I understand your question. 

1 HR. HASON : I wa.s just asltiDg -- in other words, there are two 

e possl.bUities here . You ' ve got this period of tille. 

9 however long, between when the well is actually drilled 

10 and used as a VVH. Then it • s converted or it • a produced 

11 as a CBH and at some point it no longer is a CBH well . 

12 It • s not -- the market conditions and uount of gas. 

13 

14 

quality of gas, whatever, as such as you cease producing 

it as a CBM . Then wbat I'm saying is is it conceivable 

15 t .hat it would then becoDe a VVB aqain? Would you not in 

18 th~s qob area have to continue to keep the pressure down 

17 even 1f it's seal ed off? 

18 KR. ALBERT: That is correct. That was IIY response to you, 

19 that that was conceivable. I think the situation we're 

~ i n r1qht now that 1s not conceivable is that we would 

21 first operate it as a VVH and then becoae a CBM. Though, 

~ the more 111tely scenario and I thinlt what Kr. Horgan vaa 

~ referrlnq t o was that it w1ll be a CBH first and then a 

24 VVH . 

25 HR. HASON: I understand . Do you have any anticipation of any 
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1 recoepenae to the PGP 1f it. were for the use of the bore 

2 after it • s life as a CBH? I aean, I •a not saying that 

3 you would do it now, but -- I guess what I'a trying to 

• understand it 18, you • ve got this asset here that's being 

5 cbU9ed to this gas well that aay have soae future 

II benefit to the coal co~any. Is there anything 1n your ... 
7 aQTeeaent with theJII that would actu!Uly reiaburse thea at 

II soee point for this cost that • s now being !Ulocated to 

I it.? 

10 HR . ALBERT: Not a ctirect reillburseJ:Ient. There 18 soae -- -

11 have to achieve a certain economic level for our partner. 

12 But there is not a direct reiaburseaent. 

13 HR . HASON : Okay. Thanlt you . 

1• HR . ~s: Hr. Chairman. I'll just ask you a question to vet 

15 

16 

17 

111 

19 

20 

21 

22 

23 

24 

25 

confiraation on it. It appears just 1n listening t o this 

that there are several laws and regulations that VVHs and 

CBMs co:~e under . If it's peraitted as a VVH it's always 

a VVH no matter what else it may be at any other point 1n 

it 's l ifeti.lle. But it will always reaai.D a VVH under one 

agency's eomuderation . so you've got a situ.ation where 

you've qot. a hole 1D the ground that's covered by DMLR, 

under :~1n1n9 reqs as far as recl&Dation ;oes, aa far as 

VVHs !or Dine nafety, and also undar our regulations . so 

once lt 's drilled as a VVH it's always a VVR. We aay 

convert it for our purposes to a CBM, but another 

a a 

------~--------- · 
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1 agency• s purposes it • s still a WB in addition to 

2 whatever else it aay be. 

3 HR. HASON : well, that ' s what I belleve th1.s qantleaan is 

4 referrinq t o as tbe du.el penlits . For pan of it's life 

5 it basically is duly permitted both as a CBM and as a 

II WB, is that correct? 

7 HR . EVANS : I just wanted to say that. I doesn't aean too 

I aucb, but to aake it clear in ay own aind. 

II HS. Hc:CLANNAHAN : Hr . Horqan who ' s already testified will 

10 ay next witness and I believe he's also already been 

n sworn i n. 

12 

13 CLAUD£ D. MORGAN 

14 a witness who . after havinq been previously sworn, was 

15 examined and t eatifled as follows: 

16 

17 

Ill 

DIRECT EXAKDUl'i'ION 

Ill BY HS . HcCLANNAHAH : 

20 Q. 

21 

22 A. 

woul d you please the exhibit aarked as Exhibit 8, Hr . 

Horqan? 

That lS my reslll:le that shows my work history and ay 

~ educat i onal backqround. 

be 

z• HS . Hc:CLANNAHAN : Hr . Chairman, I move the introduction of 

25 £xh1b1 t 8 . 
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Q. 

2 

3 

4 A. 

5 Q. 

B 

7 

• 
9 A. 

10 

11 

12 

13 

14 Q. 

15 

18 A. 

( HB . HcClannaban continues . ) Rave you been previously 

qualihed a s an expert witness before the Gas and Oil 

Board? 

Yes , I have . 

With reqard t o the costs that are listed on the DWEs that 

Randy Albert bas desc ribed an.d subaitted for the wells in 

the s outh lonqwall 8 unit, bow do you propose to allocate 

the cos ts u .onq the owners 1n these units? 

Since t be wells 1n question will be servinq not only the 

fraclt and ac tive qob unit which 1s under consideration 

today but Wlll later serve in a sealed qob unit, we have 

allocated the costs based on the ant.1c1pated production 

fro111 those two differe.nt types of units • 

And a r e those units described on the exhibit marked for 

1de nti! 1cation a s Exhibit 9? 

Yes. t h ey are. 

17 HS. Hc CLANNAHAN : Hr . Cho1naan , I e~ove the introductio.n of 

18 Exhibl t 9 . 

19 HR. CHA.IRMAN : Any ob)e c t ion? Oltay. 

20 Q. 

21 

22 

23 A. 

(Hs . Hc Cl annahan contlnue s .) The exhibit aarked as 10, 

does tha t show tbe a l l o catlon as you've listed 1t between 

frack , a c tive qas, and sealed qob qas? 

Yes , 1t do e s . 

2• HS . Hcct.JUlNAHAN: Hr . Chainan. I 11ove the introduction of 

2.5 Exh ib it 10 • 

90 

• 



• 

• 

• 

1 Q . (Hs . Mcclannaban con~inues.) COuld you explain this 

2 particular exhibit, Hr . Hor;an? 

3 A. 

4 

Based on our previous experience with this ~ype well. the 

production over the life of the SLW-8 unit which is about 

5 nine years for the frac.ked, active qob, and borizonal 

8 portion. that was 1380,000,000 cubic feet. This saae 

7 area is expected to produce 1055,000,000 cubic feet as a 

8 sealed qob area . The sua of those two - the to till 

e production fro~:~ this area and the four wells are included 

10 in this area of 2435,000,000 cubic feet. To deteraine 

11 the percentaqe of the cost of these four wells that 

12 should be allocated to SLW-8 we clivided the production 

13 

14 

15 Q . 

16 

17 

11 A . 

19 

20 Q. 

21 

22 A. 

from the !racked, active. and horizonal unit by the total 

production to qet a 56.7 percent cost allocation. 

And us1nq this cost allocation, for bow many wells do you 

propose to charvo the unit owners in ~his south longwall 

8? 

we are proposin9 to char;e 56 . 7 percent of the cost of 

four wells drilled 1n this unit . 

And any adcli tional wells that may be drilled, what is 

your proposal with regard to those? 

Any additional wells -- if we propose to include the coat 

Z3 of any add.itional wells they would have to be justified 

2' on the basis of further economics and drainage test1llony 

25 and we would have to come back before the Board to do 
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, that . 

2 Q. so you • re not a s kin; the Board to approve any adcUtional 

3 well costs at thi s part1cular tt.e? 

4 A. No , we are not . 

s M.S. HcCLANNAHAN : Those are all the questions I have for ttr . 

8 Hor;an at this tille . 

7 HR . CHAIRMAN : would this formula be adjusted f or the actual 

8 p roduction? This is based on an estJ.Dated product.ion or 

9 is that a f o raula that you're 

10 HR . HORGAN: we bad not anticipated adjustin; it for actual. 

11 That would be some nine y ears in the future . 

12 HR. CHAIRMAN : Other questions of ttr . Morqan? 

13 (Witness stands aside . ) 

14 HR. CHAIRMA!~ : Hr . steele, d., you bave any questions? 

IS HR . STEELE : I have one about the qas . Wben you're talkin'J 

t& about ventin; that one f o r four months or whatever, bow 

17 is that p r eservin; what • s been there for years by just 

111 lettUl; 1t ;o out in the air ? 

t9 KS . HeC'lJ\!iNAHAN : Hr . Albert , do you want to 

20 HR. ALBERT : That 1s not preservin; the ;as, Mr . Steele . MY 

21 co m=ent to that fac t was that a eoalbed methane well aany 

~ times you can d o more harm to once it is stimulated and 

~ compl e ted by shuttUl; lt in than you can allowinq 1t to 

24 c ont inue t o produce . That ' s what we aeant by we were 

~ p otentially preservinv the future product i on of that 
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1 par~cular well bore, not the qas in place. 

2 HR. STEEl.E: If it ls , 1.o fact, dee~~ed that the property owner 

3 owns the •ethane, who ' s responsible for what vaa 1B 

• wasted sl.Jlce 1 t • s not going to be a VVB now? 

5 HR. ALBERT: We are required by 11ining laws to vent vaa for 

e m1.ne safety . And as a coal operator consolidation coal 

7 Coapany feels it has every r1qbt to vent gaa for zu.ne 

e safety. 

9 HR . S'rEELE : I understand that. But Uve years abea.d of ti.lle? 

10 HR. ALBERT: we have to d.o whatever is necessary to insure the 

11 safety of our workers . The Pocahontas 13 seam baa a very 

12 long desorption period to rezaove the gas. Five years is 

13 

1. 

not at all an improper number for degasiftcation purpos

es . 

15 HR. STEELE : But you're not using it for that , ri;bt? 

18 MR . ALBERT: I'm not sure I understand your question. 

17 MR . STEELE : You ' re not us in; it t o ventilate the vas for the 

11 coal company . You're go in; to reclat.a the gas as soon as 

19 the pipeline ' s in place? 

20 HR . ALBERT: That 1s correct . But the fact re~~ains that by 

21 removing that qas we are also degaaifying the coal aeaa 

22 that the coal company will someday mine. 

~ KR . STEELE : someday, but there ' s nothing pushing right now to 

2• do that, is there? 

~ KR. ALBERT : Kr. steele, we lease the coal seam. The vas that 
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2 

we are ventilating ~s contained in that coal seaa. I 

th~ the patb you're clown is an area that you or :r 

3 cannot resolve bere today and that's who owns the vas in 

4 tbe coal seaa. And the coal co~any aaintains that by 

s virtue of it 's vas lease it has control of that and there 

e are other claiJ:Iants . Tbat is the reason the state hu a 

7 forced pooling statute, so that people can produce this 

II vas and escrow the royalty un~ the ownership is 

I determined . 

to HR . STEELE : Okay . As it stands now then, next aonth or aontb 

n after next or whenever you start puaping the vas froa 

12 this well, 1f you so d.esire a year from now you can class 

13 it as a VVH again and just go right back a~ it is now and 

14 just let it escape, is that rtght? 

15 HR. ALBERT : That is correct. 

16 HS . HcCLJU<NAHAN: But it would not be to their advantage to do 

17 that, would it, Hr. Albert? 

16 HR . ALBERT : No , it would not be to our advantage to do that . 

19 HS. HcCLANNAHAN : Because Consolidation Coal coapany and 

20 Pocahontas Gas Partnership own interests in this partieu-

21 lar unit j us t like you all own interests . so they're 

22 going to ge t soae econozaic benefit froa thei.r acreaqe 

2J that's in the unit just like you would . so it wouldn't 

2' ba t o their advantage to vent it if they can produce it 

~ and qet paid f or it • 

114 



• 1 KR . CHAIRMAN: Mr . Albert, the pattern of the VVHa, is it 

2 cons istent with the drainage pattern that consolidation 

3 uses or i s 1t further out in advance? 

• KR. ALBERT: This area we ' re talking about is consistent with 

5 what consolidation Coal coapany hu done since 1984 for 

8 de;asification purposes . We have been around three to 

1 five years ahead of a1n1D; with the pro;raa and this 

8 particular welJ. -- I don't have a -- it 's about four and 

e a half years from planned mine through. 

10 KR . HcCLANNAHAN : If there aren't any other questions we would 

11 move the Board t o approve the forced pooling application 

12 for the south lon;wall 8 as it 1 been filed . 

13 HR . CHAIRMAN : Ha ' am , d i d you have a question? 

" HS. DESKINS: Yes . We live on 618 in Buchanan county and we • 
15 all have had natural gas for years. so now bow are we 

18 go ing t o get paid for our ;as? We have •ethane vas, vas 

17 and oil, and our methane qas -- I aean our natural vas 

18 j us t vanis hes . Solle thinq ' s got to be pulling it out of 

18 our 4rea . And how are we qoinq to know bow 11ucb -- where 

~ 1t's qo1n; or whatever? People beat their hoaea with it . 

21 They cook with it . They have for years . So when they 

~ sank a well here they pulled everybody's natural vas out . 

~ Now, that ' s a l l together different than 11ethane qoa , if I 

24 u nder otand it rlqht . so now where•s it ;oinv? 

25 KR . CHAIRMAN : Would you address that , Hr . Albert, baaed on 

• 
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2 HR . 
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4 

5 HS . 

6 HR . 

7 

8 

9 

10 

II 

12 

• 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

your knowledge of the area? 

ALBBRT: Well , I '11 try. That is an area that I have 

received soae calls fro11 -- I don't know if Ms. DuJr.1ns 

bas been one of the lactles that bas called, but 

DESJaNS: No, I've not called. 

ALBERT : -- I have bad so11e calls from people in that area 

about private wells that have stopped producinq. TO IIY 

knowledge we have not drilled close enough to cause any 

problems to anybody' s private wel.l. For assertion that 

it is natural qas , you know, I don • t know if I can aqree 

with that to my way of thin1t1nq that that depth - that's 

more l ikely that i t's coall:led methane. 1f there are 

known natural qas reservoirs above the coal formatJ.ons no 

one is producing those in Virqinia at this tille. 

certaLnly the data that we have seen over the years would 

i ndicate that the sandstones do not have porobi ty to 

contain nat ural qas . So my contention would be that it 

is pro.babl y coalbed methane that is miqratinq to the 

surface. Route 619 is an area that's highly d i sturbed 

with surface liaits . It's a biqbly f.ractured area close 

t o the surface and deep. It is my professional opinion 

at least that the ga.s that people see 1n the shallow 

wells and allegedly at the surface on 618 is 111qrat1nq 

upwards f r om the deeper coal seus. That's about the 

only answer I can qive at this point • 
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1 HS . HcCLANNAHAN : Hs . oesltins, do you bave a ;a. wall at your 

2 bouse? Is that wbat you're saying? 

3 HS . DBSKINS : No, I don't bave one. I bave qas burninq in .Y 

• yard ! or years and years. I'll scared to have it in IIY 

5 bome or I could bave saved a llillion dollars by now. BUt 

a I •m afraid I 'll qet blown up trl th it. But I do bave 

7 it -- you can coo out there next to my dairy wbicb is a 

s bloclt dury ever since I ' ve been the re and you can sea 

11 the methane -- well , natural qu is what I call it 

10 burning. I sure don 't: want: to let nobody qet out there 

n and build a fire . I sure don • t. But the people down the 

12 road from me, all of them beat -- bave been for years 

13 

I. 

heat:1oq their ho~:~e s with qas and all that. Now, it 

couldn't have just: vanished up 1D the air . Soaethinq bad 

15 t o caus e 1t to qo . It couldn't bave been there twelve or 

18 flfteeo years and t hen just went away. we can't call 

17 that an act o f God. I don't bel1e ve it would all bave 

18 van1shed at one t: llle . 

19 HR. CHAIRMAN : Has 1t qone away now? 

20 KS. DESICitiS: Yeah . HOSt - - all of it ' s QOne a. far as I 

21 ltoow. 

22 HR . STEELE : They• ve been us1DQ for approx111ately thirty-five 

~ years a nd i t vanished when they drilled that bole in 

2' september t:hat t:hey were talkinQ abou t a aoaent aQo . 

25 KS. DESIC"ltiS : Well , I've lived there twenty-eivbt years and 
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I there baa been gas -- natural gas o.n ay property burning 

2 all those years and there is none now. 

3 MS . HcCLAHNAHAN: What are the nues of these individuals who 

4 have gas wells on 618? 

s HR . STBSLZ : None o f ua now. we have dry boles . 

a MS . DSSitl.NS : They have dry boles, as they say, now. 

7 MS . HcCLAHNAHAN: Hr . steele, you bad a gas well? 

I HR . STEEL£ : Ob, yes. I bad --

11 MS . HcCLAHNAHAN: was it pet11itted by the Division of Gas and 

10 Oil? 

" HR . STEELS : No, aa'u , i t wasn't. We've already been down 

12 that road. It was reported to them and they contacted •• 

13 and it's a vented empty bole now. There's not even any 

14 water in it now . 

IS MS . HcCLANNAHAN : But it wasn't permitted at the tiDe it was 

111 drilled either? 

17 HR . STEELS : No, ma • am , it was not . It wa.sn • t required to 

18 bave a pe rmit when that well was drilled. 

19 HS . DESKINS : Well , I ' ve qot one more question . How can you 

20 determ1ne that -- if you dn.ll a well there for this 

21 methane qas , bow can you determine that the life of it is 

~ qo1nq to be ten years? 

23 HR. ALBERT : Well , we're approaching -- that's ba.sed on the 

2c fac t that we are approaching having wells 1n operation 

2S now ten years t hat will be connected to the pipeline that 
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1 were drilled in 1984. So we're pre~~Y comfortable now 

2 the~ we have a~ leaat eiQht years -- we've qot ei9ht 

3 years of production we know of and we ' re very coafortable 

4 that ten will be no probleD. 

s HS. DESKINS : Well, let's qo back a while. say when I was 

s seven or eight years old Ashland Oil drilled vas wells 

7 where I was ra~sed and they're still pumping gas froa 

a them . Now, I believe I' a over - ten and eight would be 

9 a lit~e bit more -- I believe I ' m a Li~tle bit older 

10 than that. 

11 KR. ALBERT : I would have never QUessed that. 

12 HS . DESJ.UNS : Well, thanlit you for the co-ant. But I believe 

13 I'm a little bit o lder than ten and eiQht. And they 're 

14 still p\lllpinQ gas. The Qa.s line is stlll operating. The 

15 9as we l ls are still operatinQ. 

16 KR . ALBERT : since I d .on • t know exac~y where you' re taLking 

17 

18 

19 

20 

about , but I'm sure that if 'they're walls that Ashland 

oil drilled they're probably into the -- Hr . FUlaer aaybe 

could help 11e -- but probably into the Burea foraation 

or s ome known natural gas fonation in a different part 

21 of Buchanan County . 

22 HS . DSSRINS : No . They're riQht 1n the middle of Buchanan 

23 count y . one of the.m i s on the upper Bi9 Branch . 

2• HR . ALBERT : I mean different than 618 . 

25 HS. DESJUNS : Up on Keene Mountain . I could point out 
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I eve ryone o f thea . 

2 HR. ALBBRT : But I vould quesa that: those are in probably the 

3 Burea or possibly the Ravin Cll.ff nat:ural vaa for.at1oiUI, 

6 not coalbed methane ve~la . 

5 MS . KcCLANNAHAN : That 1a correct, isn't it:, Mr. rut..er. 

8 HR . FULKBR: They'd be convent:ional ve11a rather than coalbed 

7 methane we lla. 

a MS . Kcc:LANNARAN : Yea . 

a HR. STEEl.£ : Wel~. swce there 1.s so much diat:w::bance in 618, 

10 who ltnows but what that vas that you're talltin9 about in 

11 the surea seam is not cominQ into the coal or voinv 

12 through the coal? 

13 HR . ALBERT: well, f or one thin; -- I mean, I can't sit here 

16 today and tell yo u for sure that some of the vas ia not 

IS com~n; from t he Burea or s omewhere else . But one thinv 

18 we look at is the analysis of the vas . There is a 

17 slightly d i ffe rent chenical cOQPosition between natura~ 

18 gas and coalbed methane . so we analyze 1t baaed on 1t' a 

19 chemtcal composltion. Also, a s I testified earlier, the 

2ll reservoir pressure in the Pocahontas 13 seu 1s about 600 

21 pounds . The reservoir pressure of the Bures and some of 
. 

~ the natural ;as reservoirs 1s somewhat hioher so that ve 

~ don ' t encounter any hiQher pressures when we drill in. 

24 We' r o at least of the opinion that the vas 1s contained 

~ in the • J seam . 
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KR. CHAIRMAN: I would say, too, to .both of you for your 

2 1Dfonation, this act doesn't add to or take away any 

3 rtghu that you have tbrouvh whatever prcperty rivht or 

4 lllineral riqbt that you 11ay have . 'l'be escrow provision is 

5 1D this law because of the very conflict that we uve 

6 here . The difficulty is sort out Mho is the owner and 

1 that is why it exists. You have every rivht to lease or 

a to not lease. ADd -

9 KS. DESKINS: Well, if we don't lease, do we lose it anyway? 

to If they pool the whole area - I had one VUY c0111e .by -and 

n tallt to 11e and try to vet me to sivn lUID a lease and he 

t2 sd.d , •well , if you don • t si911 one we can sU.ll drill one 

t3 

t4 

well and we can pull it out of 80 acres on one well. • So 

how do we keep froa losing? 

t5 HB . CHAIRMAN : Well , the provisions that are in the Board's 

t& order would allow you election rit;~bts and if you don • t 

t7 lease then there is provision 1D there for unleased 

tB parties . 

19 KS . DBSlt:DlS : Good . 

20 HR. MASON : I tbinlt it's important to understand th.at the way 

21 this act is structured that if you don • t lease they sUll 

22 have - whoever is the desi911ated operator and if this 

~ forced pooling application is granted they still have a 

24 ri9ht t o take this qas and pay you according to the 

25 Board • s order . They• re right in the sense that o.ne way 
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2 

or another you're either going to -- 1f the forced 

pooling application 1s given you wi.ll either lease or you 

3 will be deeoed to lease by law if this is done. I •ean, 

4 that certainly is provided for in the act. correct, Hr. 

S Chairman? 

e HR . STEELE : It doesn • t see:a hardly fair, though, if you cnm 

7 ao11ething and you can • t use it yourael.f, but others have 

I access to use it anyway they want to. 

9 HR . MASON: Well , I li.Jte think of that u one of the aacrifi-

10 cea we all make to live in an organized society. 

II HS. DESIUNS : I don' t lalow how organi.z.ed it 1s . 

12 HR . HASON : I don• t mean to be flipping it off. we all give 

13 up thi ngs in order to coexi.st. That • a -

14 HS . DESKIN : I know. 

15 HR. HcGLO'I"RLIN : Kr. Steele , unde.r that same (inaudible . ) you 

IS have the right t o drill the well and force pool u PGP. 

17 HR . STEEl.£ : Thot•s what I'm qoing to do. I think I'• going 

tl t o drill a VVR to start with. 

19 HS . DESKINS: Well , when you get done I'm qoing to drill one . 

~ We 'll just go into the well business here . 

~ HR. STEELE : T already have a VVB. so at some tiDe 1n the 

~ f utur e I aay el e c t to change 1t to a gaa producing well . 

~ HR . ALBERT: Well, we ' ll probably elect to be a participating 

2' opera tor . 

25 HS. DBSRINS : Well , we can drill our well and then sell our 
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' qas to thea, I quess • 

2 HR. CHAI.RJotAN: And you do undarst.and that what is before the 

3 Board for the production is for the forced pooliDq of 

4 coalbed methane qas as represented here? 

5 HR. STttLE: ub-huh. And it says in section 45.1-361.21, 

s section 7-c, all pooling orders entered by the Board 

7 pursuant to the provisions of this Section 7 establish a 

8 procedt:re for a gas or oil owner to receive notice of the 

9 bearing an.d who does not dec:ide to become a participating 

to operator may elect to either sell or lease his gas. 

n Well, we'll sell it to thea. 

t2 HS . DESltiNS : Yeah. 

\3 HR. CHAI.RHAN : Those provisions will be 1D the order. I Dean, 

t4 those protections that are in the law will be 1D the 

t5 Bo ard ' s order . And then if you have any questions at 

t& anyti:le depending on how the Board rules on any order of 

t7 the Board, we will be h.appy to discuss those With you. 

t8 And certainly you have rights if you are grieved by those 

t9 to £1le an appeal. Any other questions, members of the 

20 Boa.rd? Are you ready to malte a 11otion? 

21 

22 

23 

24 

25 

HR . EVANS : I move that we grllllt PGP ' s petition to force 

pool this unit . 

Kit. MASON : Excuse oe. Hr . Evans. I would propose an 

uendCient to your motion. if I llliqht. If it would be 

acceptable to you I would like, i f we could, to have that 
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1 force4 poolin9 order require tbe applicant upon the 

2 discontinuance of this as a CBH tbat tbey report tbat to 

3 us and tell us inform us of what tbey plan to do vitb 

.. tb~s well bore thereafter . 

5 HR. EVANS : Not a problea. 

e KR. MASON: I mean. I base it on tbe fact that I tbint that 

7 four aonths period that we've talked about here is 

e probably !Inau~le.l and not sufficient to he concerned 

9 with if, in fact: , there is so11e financial or eeon~eal 

10 benefit: to be derived from it later. If we knov about we 

u can qive somebody an opportunitY to do sometbinq vit:h it 

12 if at t.hat tillle it's appropriate . 

13 HR . EVANS : I have no objection t:o that amendment • 

1.c KR. MASON: Wi th that amendment I second your motion then. 

15 HR. CHAIRMAN : A mot:ion and a second. Further discussion? 

18 

17 

All in f avor signifY by saying yea . (ALL AFFIRM.) 

Opposed say no. (NONB.) It's unanilllous . 

18 !AFTER A LU'NCREON RBCISS, THE PROCEEDINGS CON'l'I.NUED AS 

19 FOLLOWS : 

20 

21 

22 

23 

25 
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t ITEM VI 

2 

3 HR. OIAIRHAN : The next item o.n the aqenda a petition for the 

• establiBhDent of a coJIPulsory pooled lonqwall panel unit . 

5 It ' s docket nuaber VGOB-92/04/21-0211 . I ask the partiea 

a that wish to address the Board in th.ia utter to coae 

7 forward , please . 

a MS . HcCLANNAHAH : I 'II Blizabeth HcClannahan represent.ing 

9 Pocahontas Gas Partnership. Tbe first witness I would 

to like t o call is Hr . Lea Arrinqt.on . Tb.is hearing is with 

tt regard t o the south l ongwllll 9 unit which was prevlou.aly 

12 approved as a pro duction unit on February 18th, 1992. 

13 

,. LESLIE K. ARRINGTON 

t5 11 witness who , after having been previously sworn, was 

t& examined and t esti f ied a s follows: 

17 

Ill 

19 

20 BY HS . Kc CLANNAHAN : 

DIRECT EXAMXNATION 

2t o. Kr . Arringto n , would you pleas e identify Bxblbit 1? 

22 A. 

23 

Ye s. It's my r e s ume reflecting ey educational background 

end work h istory. 

24 HS . KcCLANNAHAN : Hr . Chainan, I would move the introduction 

25 o f t:xhibi t 1 . 

105 



• 

• 

• 

1 HR . CHAIRMAN: Okay . 

2 Q . (Hs . HcClonnohon continues.) Hr. Arrinqton, have you 

3 

!I A. 

8 Q. 

7 

a 

9 

10 A. 

11 Q. 

been qualified os an expert witness before the Gas and 

Oil Board previously? 

Yes , I hove . 

Hove you qiven notices are required by Virqinio code 

Annotated section 45 . 1-361.19 to eacb pe~rson or entity 

id.entified on Exhibit c of the forced pooliDV applica

tion? 

Yes . 

The notice that was ma1led to eacb of these individuals 

12 is at Exhibit 2 , is that correct? 

u A. Yes, i t 1s . 

1• HS . HcCLANNAHAN: Hr . Chll1rman, I move the int.roduct1on of 

15 EXhibi t 2. 

18 HR. CHAIRMAN : Okay. 

17 Q . 

18 

(Ks. KcClannahan continues .) Kow were tbese notices 

mo11ed to each of the parties on EXhibit C? 

19 A . 

20 Q. 

By certified mail, return receipt requested. 

And o r e those returned receipts at Bxhib1t 3? 

21 A . Yes . 

~ KS . HcCLANNAHAN : H.r . Chai rman, I move tho introduction of 

23 Exhibit J. 

z• HR . CHAIRMAN : Okay. Without objection . 

25 Q. 1 Hs. Heel an nahan continues. ) Were thel'e any persons 
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1 

2 A. 

3 Q. 

• 
5 A. 

II 

7 

8 Q. 

whose nues and/or addresses were unknown? 

Yes . 

IUld f or purpose of notice to those indiv1dnals have you 

published a notice in the local papers? 

Yes, we did. we pubhshed it in the Vir91Dia Mountain

eer, the Bristol Harald courier, and the Bluefield DailY 

Teleqraph on 3/27, 3/25, and 3/25 . 

AD.d were those proofs of publications previouslY sub-

8 mitted t o the Board? 

10 

, 
A. 

Q. 

Yes , they were . 

Wbat percentage of the coal rights in th.e tracts that 

12 comprise the south lonqwall 9 unit does Pocahontas Gas 

13 Partnership control? 

1• A . Pocahontas Gas Partnership controls 96 . 03 percent of the 

15 Pocahontas 13 seu and 91 . 15 percent of all coal below 

111 the Tiller seam less the P3 . 

17 Q . 

18 

19 

20 A. 

21 

22 

Q. 

23 A. 

2• Q . 

25 A. 

And what percentage of the oil and gas rights in the 

tracts that coaprise the south lon;wall 9 unit does PGP 

control ? 

63 .34 percent. 

Have you obtained coalbed aethane ;as leases on any part 

of the acreage t hat' s within this unit? 

Yes, we have . 

on what p e r centage of the acreage? 

on 89 . 51 percent . 
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1 

2 

3 

4 

5 

Q. 

8 A. 

7 Q. 

8 

II A . 

10 Q . 

11 

12 

Are the unlea.sed owners and the lease bold owners ancS 

•inera.l owners leased to other parties who will pooled 

and their percentaqes of ownersbip in the respective 

tracts for the south lonqwall 9 unit llstecS on the 

revised Bxbibit D to ~e subaitted as Exbthit 6? 

Yes, they are . 

Are the conflictin; claimants whose funds are to he 

escrowed listecS on Exhibit B? 

Yes . 

Are you requestinq that the Board pool the interests of 

the parties listed on Exhibit c of the south lonqwall 9 

unit application? 

t l A . Yes . 

14 KS . Hcct.ANNARAN: Those are all the questions I have for Hr . 

15 Arri n;ton. 

11 KR. CHAIRMAN : Any questions, members of the Board? 

11 (Witness stancSs aside .) 

18 KR . CHAlRHAN : The record Wil~ reflect that even thouqb Kr . 

111 

20 

Bobby Steele r epresent in; K8. Ruth steele ere not here 

they have fil ed Wlth the Board an o~jection. I think 

21 it • G the sue o~jection as o.n the previous c:ese. Go 

22 ahead. 

23 HS. HcCLANNAHAN : Hr . William Gillenwater. 

24 HR . CHAIRMAN : He • s been previously sworn . I just reAincS you 

~ that you're under oath . 
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2 WfLLIAH D. GI:LLBNWAT!R 

3 a witness wbo, after having bean previously sworn, wu 

4 exaained and testified as follows : 

5 

IS 

7 

IS BY HS. HcCLANNAHAH : 

D:IRECT EXAMINATION 

9 Q. Kr . Gillenwater, would you please identify the exhibit 

10 •arked for identification as £Vh1hit 4? 

II A. 

12 

13 Q • 

14 

Yes . Tbat' s 11y res\llle reflecting my work Mstory and 

qualifications . 

Have you been qualified as an expert witness before the 

Gas and Oil Board? 

IS A . Yes . 

t& HS. HcCI.ANNAHAN : Kr . Chairman, I move the introduction of 

17 Exhibi t 4 . 

liS HR . CHAIRKAlt : okay. we'll stipulate that . 

19 0 . 1 Hs . HcClannllban continues .) Where bas your experience 

21) 

21 A . 

22 Q. 

in obtaining mineral leases been concentrated? 

coal leasing i n 0 11 and gas and coalbed methane leasing. 

In yo ur experience in obtaining leases in Southwest 

2J Virginia are you fu1liar with the fair market value for 

2~ coal l eases , o il and gas leases, and coalbed aethane 

25 leaoes in the south lonqvall 9 unit area? 
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I A. 

2 Q. 

3 

4 

5 

6 

A. 

Q. 

7 A . 

6 

9 

10 

II Q. 

Yes, I 8111. 

How many acres have you leased in Buchanan county in the 

last year? 

In excess of 40,000 ac.res. 

What are the fair market value terms for an oil and qas 

and coallled methane lease in this area? 

For an oil and c;as lease it' a ss per acre per year and an 

one-e i ghth production royalty. For a coallled methane 

lease it • s Sl per acre per year an.d an one-eiqhth 

royalty . 

And what is 'the standard primary term for an oil and qu 

12 and coalbed methane lease? 

13 A . 

14 Q. 

IS A . 

Ill Q . 

17 

·~ 
19 

20 

21 

22 

23 

24 

25 

A. 

Q. 

A. 

Q. 

A. 

Q . 

Ten year s . 

For a coalbed methane lease? 

Ten years. 

With r egard t o the unl eased owners that are listed on the 

s outh lonc;wall 9 uni t forced pooling application. have 

you contacted t hose land owners or tried to contact them 

t o ob tain a l ease? 

Yes. 

Have you offered each of them a lease? 

Yes . we have . 

What kind of lease have you offered each of thea? 

Oil and c;as and coalbed methane lease. 

By wha t method dtd you contact each of the owners? 
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t A. In person, verbal . only one fully was contacted by 

2 certified •ail on a heirship tract. 

3 Q. With re;arc1 to the lease bold cnmers that are listed on 

• tbe south lon;wall 9 unit forced pool in; application, c1id 

5 you make an offer rec;ardin; an assiVOJIIent of th.oae lease 

e bold interests? 

Yea, but we haven't worked tbat out yet. 7 A. 

e Q. were there any unlalown owners or cnmers whose addresses 

8 were unknown? 

10 A . No . 

tt HS . HcCLANNAHAN : Those are all tbe questions 1 have for Hr . 

t2 Gillenwater. 

13 HR • OUURHAN : Questions, mecbers of the Board? 

1. (Witness stands aside.) 

t5 HS. HcCLANNAHAN : Hr . Albert wbo bas also been previously 

18 swo rn . 

17 HR . CHAIRMAN: I '11 just remind you that you are still undar 

te oath . You can just stipulate his qualU1cationa. 

19 KS. Hcct.AN:NAHAN : o~ay . And those are listed on SXhibit 5 . 

20 

21 

22 

ZJ 

2~ 

25 

RANDALL H . i!U.B.ERT 

a witness who, after bavinq been previously sworn, was 

exaained 11nd testified as follows : 
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l DlRBCT BXAKINATIOH 

2 

3 BY KS. Kcc:t.AHNAHAN: 

' Q . Hr. Albert, have wel.~ work perraits been subJaitted for the 

5 

6 A. 

7 Q. 

a A. 

II 

10 

11 Q. 

south lonqwall 9 unit? 

No , they have not . 

For what type of w~s will these permits be sUbmitted? 

It will be to convert an existinq vertical ventilation 

bole to a coalbed 11ethane qas well and to drill addition

al coalbed methane wel~s. 

You have indicated 1n the forced pooliDq application that 

12 the mineral and lease hold ownars for tbe south lonqwall 

13 

14 

15 A . 

16 Q . 

17 A . 

18 

19 Q . 

20 

21 A . 

22 Q . 

9 unit which a.re not leased or assivned to PGP are li.sted 

on Exhibit B. Is that still correct? 

No, l.t is not. 

can you explain why? 

Yes. Since the filing of this application we have 

determi.ned the nues of the A. Farrell heirs. 

And t hose have al l been listed on the revised Exhibits c, 

D, and E, i s that correct? 

That 1s correct. 

And thos e are submitted to the Board as Exhibit 6. Rave 

~ you received any written responses to the forced pooling 

24 application? 

25 A. No, we have not . 
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I Q . Is PGP the owner of the drillinq riqhts underlytnq the 

2 •ineral tract.& that are betnq enco•passecl by t!Us unit? 

3 A. Yes. we are. 

4 Q. Does the plat attached to the forced poolinq applica tion 

5 fi led by PGP indicate the acreaqe to be eabraced vithin 

e the s outh lonqvall 9 unit and the shape of the acreaQe as 

7 it • s been previously approved by the Board at the 

' a February 18th hearinQ? 

Yes . it does. e A. 

ID Q . Does the unit follov the boundary lines of the lonqvall 

" panel and it • s surroundinQ area for the aine that 

12 comprises the sout.h l onqvall 9 unit? 

13 A . Yes , 1t does . 

14 Q. 

15 A . 

could you identify the exhibit 111arked as EXhibit 7? 

Yes. Exhibit 7 is a copy of EXhibit B-1 of the south 

16 l onqwal l 9 forced poolinQ application . 

17 Q . And does that indicat e those boundary lines aeeordinq to 

18 the looqwal l panel? 

18 A Yes , it does . 

20 HS. He~INAHAN : Hr . Cha1r~:~an, I 111ove the int.roduction of 

21 £xh1bl t 7 . 

22 Kit. CHAIRMAN : Okay . 

23 Q. 

24 

25 A. 

(Hs. HcCl annahan continues.) Does the drUlinq unit 

embrace t wo or mor e separately ovned tracts? 

Yes , 1t does . 
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I Q. 

2 

3 

4 A. 

5 Q. 

II 

7 A. 

II Q. 

9 

10 A. 

II 

12 

13 

14 

IS Q . 

16 

17 

16 A. 

19 Q. 

20 

21 

22 

23 A. 

Are the costs and e:l(penses for the wells that are set 

forth on de tailed well est:illates attached to the forced 

poolin; appl1cauon as Exhi.bits H through n 

Yea . 

Do these exhibits reflect the costs of dr1lling the wells 

to t otal depth and coapleted for production costa? 

Yes , they do. 

Generally, bow did you calculate these cos ts as they are 

listed? 

For well 125 which is BXhihit H, those costs are for the 

11ost part actual costs pulled from invoices. The three 

additional DWEs which are I, J, and X are for additional 

wells yet to be drilled. And those are estimated costa 

based on the avera;e cost of drilling in this area. 

Are you requestinq that Pocahontas Gas Partnership be 

des1qnated as t he we ll operator autbori:ed to operate tbe 

9 uni t ? 

Yes . I ru:~ . 

And t hat the Board aake provis1.on for the paYllent of all 

r easonable cost s o f tbe operation includino a reasonable 

supervis1on f ee by all aineral or lease bold owners who 

e l ect t o be par t 1cipatinq operators? 

That is correct . 

24 HS . HcCLANNAHAN : Those are all tbe questions I have for Hr . 

25 Alber t . 
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1 HR. CRADlHAN : Any questions, aeabers of the Board? 

2 HR . MASON: When was well 125 drilled? 

3 HR. ALIIER'l' : The well was drilled in the fall of 1990. 

4 HR. MASON : October? 

5 HR . ALBERT : So11et1J11e between october and Deceaber . I can't 

a recall the exact date . 

7 HR. HASON : Has 1 t been placed in production? 

a HR . ALBERT: The well i s pToducinq sinc e about February of 

a 1992. 

10 HR . MASON : When was i t fraclted? 

11 HR . ALBERT: That well was fracked in November of 1991. 

12 HR . HASON: At the tiDe that i t was fraeked was there any way 

13 to produce it into a pipeline? 

14 HR . ALBERT: No, &lr. 

IS HR . HASON : Wh y was lt fraclted then? 

IS HR . ALBERT: we were aqaill anticipatinq the start up of the 

11 p1pel1ne o r1qinally i n January of 1992. Tben in February 

11 of 1992 we were SlCIPlY uyinq to qet a s aany wel~s in 

19 production pr1or to the comaencement of pipeline opera-

~ tions os possible. 

21 MR . HASON: But it actua~ly didn't start to vent qas un~ 

22 February of this year? 

~ HR. ALBERT: That's COrTeCt. 

24 HR. MASON : Let e~e a sk you another question . On this DVE here 

~ where lt says fence . see that? 
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1 HR. ALBERT: Yes, sir. 

2 HR. MASON: under materials there is nothing. 

3 HR. ALBERT: I can explain that. We try to reuse as much 

" material as we so that w.ben we're finished with wells in 

5 certain areas we just move a fence. The fence 1s built 

6 for the most part in panels. we just sillply 111ove 

7 material from one location to another and --

B HR. MASON : so you don' t have any material costs? 

9 HR. ALBERT : It' s well by well whether we will have 11aterial 

10 costs. 

11 HR. MASON: Yeah. I was just curious bow you could bUild a 

12 fence without any e~aterials. 

13 HR. ALBERT : That is the reason. In many instances we don't 

14 incur any additional material costs for a fence. 

15 HR. MASOl~ : oo you still maintain that for the period - as in 

16 the early one -- that between the fall of 1990 and the 

17 ac tual commencement of this as a CBM that thare' s no 

18 b~nefit to the ml.De fro11 this well? 

19 HR . ALBERT : Ac tually from the tille this one was drilled untll 

20 it wao s timulated and put on production there was n .o 

21 benefi t to no one o ther than the fact that the well was 

22 in the qround and qualified -- and as being such qualif-

~ ied for s ect ion 26 credit . 

24 HR . MASON : Okay . That's all the questions I have. 

~ HR. CHAIRMAN : Was t hat well permitted as a VVH? 
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1 HR . ALBERT: Yes, sir . 

2 HR . FULMBR: Kr . Cbaiman, for your intonation, the nuaber at 

3 tbe top -- tbe VVH permittinq number --

4 HR. MASON: Whicb one, the 125? 

5 HR. l'ULKER : No . Tbe BCB DG125. 

a HR. CHAIRMAN : Uh-buh. 

1 HR. :nn.KER: 'I'ba t • s tbe VVH peDal t nlmlle~r . 

e HR . CHAXRHAN: Olt.ay . other questions? 

e (Witness stands aside.) 

10 KS . 'HcCI.ANNAHAN: Kr . Claude Horc;an. 

11 HR. CHAIRMAN: I ' 11 remind you that you are sti.ll under oath. 

12 KS. Hcc:LANNAHAN: Hls qualifications as also previously 

13 

14 

15 

testified t o are Exhibit 8 . 

CLAUDE D. HORGAN 

16 a wttness wbo , after bavinq been previously sworn, vas 

17 exambled ant" testified as follows: 

16 

19 

20 

~ BY HS. HcCLANNARAN : 

DIRECT EXAMINATION 

~ Q. W1th r eqard t o the costs tbat are listed on the DWEs that 

23 Randy Alber t bas described and suhlllitted for the -lls in 

24 the s outh lonqwall 9 unit, how do you propose to allocate 

~ the costs between the owners that are in tbeae units? 
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1 A . 

2 

3 

4 

5 

8 

7 

8 Q. 

II 

10 A . 

II Q. 

12 

13 A. 

1. 

15 

1& 

17 

18 

Ill 

20 

21 

22 Q. 

23 

2• A . 

since these wells wlll be utilized in the production fro. 

th1& particular unit which includes fraclt production, 

active gob production, and horiZontal vas production, u 

wdl as production froa a later sealec1 c;ob unit, the 

costs fo r the four wdls are allocated between the two 

un1 ts on the basis of eatiaatec1 production fro• the two 

units . 

Are those two units depi cted on the exhibit that' a on the 

easel as we ll as EXbibit 9 as submtted to the Board? 

Yes. 

could you identify the exhibit that's aarlted as Exhibit 

107 

This is a calculation showinc; how we arrivec1 at the 

percentage o f cost to be allocated to SLW-9 unit . This 

exh iblt shows 1327 , 000 ,000 cubic feet of proc1uct1on 

dun .. n g operauon of the SLW-9 unit anc1 1055,000,000 cubic 

feet durinq the produc tion as a sealec1 c;ob area for a 

t o tal production of 2382,000,000 cubic feet. Dividing 

the 2382,000 ,000 cubic feet by the 1327,000,000 cubic 

feet from the SLW-9 unit provides a percentage coat 

allocatlon of 55 . 7 percent for the SLW-9 unit. 

And how do y ou propose to charc;e the unit ownars for any 

addi tional wells that will be drilled? 

This appllcat1on is for four wells . Any additional cost 

~ that we would want to try to attribute to this unit we 
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I would anticipate coainq back before the Board to justify 

2 on the basi.& of econoaica and improved c1ra1Daqe. 

3 Q. 

• 
How did you d.etemine the production n.uabers that you 

have listed on this exhibit, the 1327 and 1055? 

S A. Based on our past hi story throuqb eight years of produc-

B t1on froa VVBB at the Buchanan aiDa. 

1 HS . Hc CLANNAHAH : Those are all the questions I have for Hr. 

B Horqan . 

11 KR . CHAIRMAN : Questions. aeabers of the Board? 

10 HR . HASON: Yes . sir . I bave one. At the tiDe that you first 

II c1r1lled this well did you lalov this vas qoinq to be a CBH 

12 well? 

13 KR . HORGAN : Thi s well was dr1lled early in response to the 

,. partnership aqreement and the need to qat thea c1rilled 

15 for the Chapter 29 tax credit . 

16 HR . MASON : Wby didn • t you drill it as CBH pemitted well to 

11 start w1th? 

18 KR . HORGAN : The til:le frame at the ti.ce our partnership 

19 aqree~:~ent Nas done 1n september of 1990 we thouqbt tbe 

~ tax credit Nas qoinq to run out in Decel:lber of 1990 . 

21 H.R. HASON : Wel l, I understand all that . The least said e!Jout 

22 that 1s probably tbe better . I •m just curious. It vas 

~ the tiein g issue . You could qet a perait easier as a VVH 

24 than CBH, is that correct? 

~ HR . HORGAN : Yes . 
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1 HR . MASON : Thanlt you. No further questions. 

2 HR . CH.URMAN: otber questions? 

3 KS. HcCLANNAHAN : I would 11ove the Board Ul approve the south 

• longwall 9 un.1t forced poolinq application as it's been 

5 aubaitted. 

a HR. CHJURHAN: Would there be a situation, Hr . Horqan, where 

7 if you made a detenunatio.n not to aee1t to charqe an 

a additional well but that you decided to produce from an 

e additional well without passtnq those costa on that you 

10 would do that? 

" HR . HORGAN : we do not anticipate cbarqtnq this unit with 

12 every well drilled withJ.n the un.1ts. We are leaving the 

13 

14 

15 

opt1on open for anythinq extraordinary that may c011e 

about . I mean, this is a developinq area. This is a 

d evel op1n9 science, per say. There 11ay be new techniques 

16 ava1lable t o increase recovery of qas or soaethin; of 

11 that sort . And we want to leave the door open for that 

ta type of -- that may require so11e eJCPeDditure to recover 

19 addit1onal qas to aake the project aore econ011ic. But we 

20 do not antic lpate cbarqinq every bole drilled perDitted 

21 as a well to this unit. 

22 HS . HcCt.AmlAHAN : And the only request that we would be Dakin; 

23 today i s that the Board approve four and that we would be 

2• required to coae back to the Board if we wanted to cbar;e 

~ any additional we ll costa . 
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1 HR. CHAIRMAN : If y ou had the situation -- let ma rephras• ~ 

2 quest1on . would all production from tbe unit, revardless 

3 of whether it was a well that was beinv charved of or 

4 not, be .:~ttri.buted to the unit and paid by whoever 

5 participated or what have you of tbe four wells? 

8 HR. HORGA!l: rt would be . A perfect e.x.aaple of soae of this 

7 1& the horizontal vas . We are cbarVinv nobody anythi.nv 

a for the production of the horizontal vas. 

9 HR. CHAI.RHAN: Uh-bub. 

10 MR. HORGAn: It's 4jj'01DV into the un.it. 

11 HR . MASON: This is short hole gas? 

12 HR. HORGAN : Yes. And there • s no allocation of costs for that 

13 at all . 

14 HR . CHAIRMAN: 

15 

Other questions? 

(Witness stands aside .) 

16 HR . CHAIRMAN : Okay . What • s your pleasure? 

17 HR. EVA!lS : I c ove we grant the forced pooling . 

18 HR . CMAIRHAN : Mo t i on to approve . 

19 HR. MASON: I 'd like the s ame condition added as my previous 

20 motion. 

21 HR. EVANS : I have no ob ject ion to that . 

~ HR . MASON: On that basis I second i t . 

23 HR. CMAIRMAN : A mo t.ion and a second. FUrther questions? 

24 All i n f avor s ignify by s aying yes . (ALL AFFIRM.) 

~ o pposed say no. (NONE . ) It's unanimous . 
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• I HR . ALBERT : Kr . Chainaan, U I aight, 1D ligbt of Itt. Mason's 

2 request that the order be conti.ogent upon the fact that 

3 we notify the Board if a wall switches froa CBM status to 

4 VVH, 1f I uuderstand hill correcUy. would it not tie fair 

5 that the Board adopt that p~ovuion fo~ all forced 

8 poolinq orders deali.Dg With coalbed aethane vella 1D 

7 conjunction w1th active 111ining operations? 

8 HR. OIAiti.HAN: Well, it aay be . I aean, that's soaetbi.Dg va 

9 woUld have to annouuce inforaally . we couldn't do it 

10 here today. we would bave to put that on the agenda itaa 

11 list just like you do and open it for discussion. 

12 KR. ALBERT : Okay. 

13 HR. CHJURHAJl : we • re bouud by ou~ own ruJ es . 

14 HS. Hcc:LANNAHAN : we ~:aay need to consider a1so -- anothar • 
15 issue which I quess we can talk about later -- but in 

16 connection with tbat aaendment, there aay be a situation 

17 where the CBH would have to vent gas just for a abort 

Ill tlllle pe r1od but then would qo back i.oto production. ADd 

19 there would be a quesUon there about do you notify the 

20 Boord -- at what particular poi.Dt do you notify the Board 

21 if you ' rc just vent1Dq for a short period of safety or 1f 

~ you ' re turning 1t into a vertical ventilation bole for 

~ the rest of it's life. That's just soaethi.oq 

24 HR. FULMER : That issue is adequately addressed 1D the law and 

25 requlations . 

• 
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I KR . auuRMAN: I think they're askinc; Kr. Mason for soae 

2 clarification on what be wants to do. 

3 HR. HASON : Well, as I IUlda the uendaent it would not include 

anythinc; other than actual I think I stated is was the 

5 diaconunuance of the well as a cmc. As I worded the 

8 

7 

8 

action , it vas just if it was discontinued u a cmc that 

you would notify us and notify us of what you intended to 

4o with it, whether you're c;oinc; to pluc; it or use it for 

e aoaethinc; else. 

10 HR . auuRMAN : He's talkinq about when you finish, not when 

II you have interruptions. 

12 HS. KcCLANNAHAN : Peraanent discontinuance . 

13 HR . alAIRHIUI: Right . 

14 

15 

IS 

17 

18 

111 

2D 

21 

22 

23 

2' 

25 
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1 

2 

ITEM VII 

3 KR . CHAIRMAN: Tbe next .ltea on the agenda is a petition for 

• tbe estabUsbaent of a ca.pulsory longwall panel, docltet 

5 nuaber VGOB-92/ 04/21-0218. I would ask the parties that 

e wisb to address tbe Board in tb1.B aatter to coae forward, 

7 please . 

a HS . Hc CLANNAHAN : The south longwall 10 Wli.t is tbe next Wlit 

9 on tbe agenda to also be force pooled. This unit was 

10 also approved t o be produced by tbe Board in February of 

" this year . The first witness I would like to call is Hr. 

12 Les Arrinqton . 

13 

LESLIE K. ARRINGTON 

15 a witness who, after having been previously sworn, was 

16 exuined and testified a.s follows: 

17 

11 

19 

DIRECT E.XAKINA'l'ION 

~ BY HS. HcCLANNAHAN : 

21 Q. Hr. Arrinqton, you've been previously sworn and in 

22 

23 

addit1on your qualifications and educational bacltground 

are listed on Exhibit 1 , is that correct? 

24 A. Yes . 

2S Q . And you have been qualified as an ex.pert witness before 
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1 

2 A. 

3 Q. 

4 

5 

e 

1 A . 

I Q. 

8 

10 A . 

t be Gos and Oil Board previously? 

Yes . 

Have you 91ven notic:e as required by law c ode an.d section 

4S . 1-361. 19 to eac:b person or entity identified on 

Bxh1bit c of tbe forc ed pool1n9 appLication as a poten

tial owner o f tbe methane gas underly1D9 tbe unit? 

Yes, I have . 

And tbe notice that you 9ave to eac:b of those entities, 

is tbot shown at Exb1bit 2? 

Yes, it is. 

11 HS. HCCLANNAHAN: Hr . Chairman, I !:lOVe tbe introduction of 

12 Exhib1 t 2. 

13 Q • 

14 

15 A . 

IS Q . 

17 

(Hs . Hc:Clannahan continues.) How was tbis notice qiven 

t o each of those entities? 

By certi fied ~:~ail, return receipt requested. 

And a re t h ose copie s of those returned receipts at 

Exhl.b1t 3? 

11 A. Yes, the y are . 

19 HS. HcCl.AJil~: Hr . Chairaan, I QOVe tbe introduction of 

20 Exh1bi t 3 . 

21 Q . (Hs . Hc:Clannahon c ont1nues.) were there persons whose 

~ name s and/ o r oddresses were unknown? 

23 A . 

24 Q . 

25 

No , t here was not . 

However, you s till p ublished a notice in the Virq1n1a 

Hounto1neer, Brutol Herald courier, and Bluefield Daily 

12! 
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I 

2 A. 

3 Q. 

4 

5 A. 

II Q . 

7 

II 

9 A. 

10 

n 

12 Q. 

13 

14 

15 A . 

Ill Q . 

17 

18 A . 

19 Q . 

20 

21 

22 

23 

24 A . 

25 Q. 

Te l eqrapb , 1s thac correcc? 

Yes , I cUd. 

And have those proofs of publication.& be~n previously 

subaicced to the Board? 

Yes, they have . 

What par cencaqe of the coal riqbts in the tracts that 

coiiPrise the s outh lonqwall 10 un.it does PGP control 

Coday? 

96. 079 percent of the Pocahontas 13 seam. 95.234 percent 

of all coal below the Tiller seam less the Pocahontas 13 

seam. 

And what percentaqe of che oil and ;as riqbts in the 

traces that compris e the south lonqwall 10 unit does PGP 

control? 

83. 1. 

Have you obtained coalbed 11echane vas leases on any 

por tion of t he ocreaqe within the 10? 

Yes, we have . 95 . 234 percent . 

Are tb~ unleas~d owners and the lease bold owners and 

111ineral owners leas ed to other parties wbo will be pooled 

and their percentaqes of ownership in the respective 

t r act s of the south l onqwall 10 unit listed on EXhibit n 

of che forced poolinq appl1cation? 

Yes, clley are . 

And the confll c ci nq clai.lllants are listed on Bxh1bit It 
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1 A. Yes. 

2 Q. Are you requesti.ng that the Board pool the interests of 

3 the parties l~sted on Exhibit C? 

4 A. Yes , we are . 

5 HS . HcCI.ANNAHAN: Those are al.l the questions I have for Mr. 

• Arrington . 

7 HR . CHAIRMAN: Questions, Qellbers of the Board? 

a (Witness stands aside.) 

a HS. Hcc:LANNABAH : Hr . Wlll11!8 Gll.lenwater. 

10 

11 WILLIAM D. Gl:LL.ENWATBR 

12 a witness who, after having been previously sworn, was 

13 examined and testlfied as follows : 

14 

15 

16 

17 BY HS . HcCLANNAHAN : 

DIRECT EXAKINA'l'ION 

18 Q. Hr . Gil lenwater , I would reQind you that you ' ve also been 

18 s worn. Your work history and qualific.ations are listed 

21) on your resUI:Ie at Exhibit 4 , is that correct? 

21 A. Yes . 

22 Q. And you' ve quallfied as an expert witness before the Gas 

23 and Oil Board previously? 

2~ A. Yes. 

25 HS. HcCLAllNAHAN : Kr. Chair~~~ an . I move the introduction of 
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1 £xh1bit 4 . 

2 HR. CHAI'RHAN: Okay. 

3 Q. 

• 
5 A. 

6 Q. 

7 

6 

II A . 

10 Q. 

11 

12 A . 

13 Q . 

1. 

15 A . 

16 Q . 

17 A . 

18 Q . 

111 

20 A. 

21 o. 
22 

23 

24 

25 A . 

(Hs . Hcclannahan continues . ) Where bas your ~xper1ence 

in obta~1n9 aJ.neral leases been concentrated? 

c oal leasinc; and oil and c;as and coalbed 11ethane leas1nc;. 

In your experience 1n obtain1n9 leases 1n southwest 

V1rc;1nia are you faDiliar with the fair 11arJtet value f or 

coal, oil and qas, and coalbed methane gas leases? 

Yes , I 41:1. 

How aany acres have you leased 1n Bucbana,n county 1n the 

last year? 

In excess of 40 ,000 . 

And what are the fair market value tel'lls for an oil, gas, 

and coalbed aetbane c;as lease? 

SS per acre per year with an one-ei ghth r oyalty. 

And a coalbed methane l ease? 

Sl per acre per year wi th an one-eighth royalty. 

And what are the standard primary tel'lls for both those 

leases? 

Ten years. 

With rec;ard t o the unl e ased owners that are listed on the 

south lonc;wall 10 unit forced pooling application, have 

you contacted those l and owners or tried to contact tbe11 

t o obtain a l ease? 

Yes . 
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1 Q . 

2 A. 

3 Q. 

~ A. 

s Q. 

I 

By what aethod cUd you c:ontac:t thu? 

In person . 

And what kind of lease have you offered each of thea? 

011 and gas c:oalbed methane lease. 

At the terms that you've previously testified to as beinq 

standard? 

7 A . Yes . 

I 

II 

Q. With reqard to the lease bold owners that are listed on 

the south lonqwall 10 unit forc:ed poolin9 application. 

10 cUd you malte an o ffer reqard.inq an asaivnaent of their 

11 lease bold interests? 

Yes . 12 A . 

13 Q • 

1~ 

And by what 11etbod cUd you c:ontac:t thea to offer the 

assiqnJDent? 

Verbal c:ontac:t . 15 A . 

11 Q . Were you able t o c:oae to an aqreeaent as to the proposed 

17 assiqned ac:reaqe? 

11 A. Not at tbis tille . 

19 KS . Hc:CLANHAHAN : Those are all the questions I have for Hr. 

N Gillenwater. 

21 HR . CHAIRMAN : Questions? 

22 

23 HR • CHAIRMAN : 

(Witnass stllllda aside.) 

Okay. Call your next witness . 

2~ HS . Hc:CLANNAHAN: Hr . Albert . 

25 
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1 RANDALL H . ALBERT 

2 a witness who, after havinq been previously s worn, waa 

3 examined and testified aa follows: 

.. 
5 

II 

DIRECT BXAHIHATYON 

7 BY HS . Hcct.ANNAHAN : 

a Q . The exb1b1t marlted as Exhibit s co.ntaina your educational 

9 bacltqround and work history and qualifications and you've 

10 

11 

12 A . 

p reviously been qualified as an expert witness, is that 

correct? 

That ' s correct. 

13 HS . Hcc:LANNAHAH: Hr . Chairman . I move the 1ntrod.uction of 

14 EXhiblt 5 . 

15 HR . CHAIRMAN : Oltay . 

16 Q . 

17 

111 

19 

(Hs . HcClannauan continues. I Kr . Albert , you have 

indicated i n the f orced poolinq app~ieation that the 

o i neral and lease hold owners f or the south lonqvall 10 

untt which are not leased or assiqned t o PGP are listed 

~ on Exhibit o. Have there been any changes to that? 

21 A . 

22 Q. 

23 

2• A . 

25 Q. 

No, there have not . 

Have you received any wr1tten responses to the forced 

pool1n9 appl ication? 

No . 

I s PGP the owner of the dril ling rights underlying the 
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1 

2 A. 

3 Q. 

• 
5 

II 

7 A. 

II Q. 

9 

10 A . 

11 Q. 

12 

13 

14 A . 

15 Q . 

16 

17 A . 

18 Q . 

19 

20 

21 A . 

22 Q. 

2l 

2• A . 

25 Q. 

oineral t:racts t:hat: are to be encompassed by t:hia unit:? 

Yes . 

Does the plat: at:t:ached t o the forced pooling application 

filed by PGP in!Ucat:e the acreage t:o be eabraeed within 

the south lonqwall 10 unit as it:'s been previously 

approved by the Board on February 18th? 

Yes , it: does . 

Does it: also indicate the shape of the ac.reaqe eabraced 

within the 10? 

Yes , it: does. 

And follow t:he boundary hnes of the lonqwall panel and 

it:' s surrouncUnq area for t:he mine as shown on Bxhibit B-

1 and Exhibit: 6 as it: 's submitted to the Board? 

Yes, 1t does . 

Does the d.r1llinq unit: embrace two or more separately 

owned t:racta? 

Yes. 1t does . 

Are t:he cost:s and expenses for the wells set forth on 

det:ail well est:i111ates attached to the forced pooling 

appllcation as Exhibit K t:hrou;h X? 

Yeo , they are . 

Do these exhib1ts reflect: the costs of drillinq the wells 

to total depth and completed for production coats? 

Yes , they do . 

How d1d you calculate these costs? 
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I A . 

2 

3 Q. 

4 

5 A. 

s Q. 

7 

a 

e 

tO A . 

These are all estillated costs . None ot the four wells 

have been dri~ed . 

Are you requesting that PGP be desiqnated as the wall 

operator for the south lonqwall 10 unit? 

Yes , I am. 

'rbat participatinq 111nera1 and lease bold owners bear the 

reasonable costs and expenses co.nnected to the wells 1n 

the proportion which the acreage they own bave to the 

total acreage i n the 10 unit? 

Yes, we are . 

11 HS . HcCLANNAHAN : Those are all the questions I have tor Hr. 

12 Albert . 

13 

14 

15 

tS 

17 

Ul 

HR • CHAIRMAN : Any questions? 

HR. HASON : Just ome. Did you say none of the wells have been 

drilled? 

HR. ALBERT : That's correct. 

HR . HASON : Thank you . 

(Witness stands aside. ) 

CLAUDE D . HORGAN 

a witness wbo , after having been previously sworn, was 

ex.ua1ned and testified as follows : 

Dri~ECT E.XAKYNATION 

• I 
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1 BY HS . HcCLANHAHAN: 

2 Q. 

3 

5 

I A. 

Hr . Ho rqan, I'll re11ind. you that you've also been sworn 

previously today and. that the exbibit aarlted. for identif

ication u Bxhi.bit 7 li.sts your educational. bac:ltqround., 

work b1story, and. qualifications. :ls that correct? 

Yes. 

7 HS . HcCLANNAHAN : Hr . Chai.rwan, I 11ove the introduction of 

I EXbl.biC 7 . 

II HR. CHAIRMAN : Oltay. 

10 Q. (Hs. HcClaooaban continues . ) Have you been qualllied. as 

u an bxpert witness previously before the Gas and. Oll 

12 Board? 

13 A . 

1.. o. 
Yes . 

With reqard to the costs that are listed on the DWEs that 

15 Randy Albert bas des cribed. and. submitted for the wells in 

11 t he 10 unit, how do you propose to allocate the costa 

17 uonq the owne r s in tbe unit? 

11 A . Since the well contained. in this unit, SLV-10, will also 

111 serve the sealed qob unit later we are proposing to 

2D allocate the costs for these wells proportional to the 

21 est1aated production froa each of these units for this 

~ saae area . 

23 o. Are the s ealed un1 t s and the frac:k units that you • re 

24 d1 scuss unq shown on Exhibi t 8? 

25 A . Yes . 
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1 Q . 

2 A. 

3 

4 

could you 1dentify l:he e.xhi.bit aarked as Exhibit 9? 

Exhibit 9 shows a calculation of the percentaqe of cost 

allocation to be used for allocatinq the costs to th.e 

SLW-10 un.it . 

5 HS. HcCLANNAHAN: Hr . Cbairaan, I aove th.e introduction of 

8 &Yhibits 8 and 9. 

7 HR. CJ:liURKAN: Oltay . 

a o. ( Hs. HcClannahan continues.) could you explain these 

9 

10 

11 

12 A. 

13 

14 

15 

production numbers and how you calculated the percentaqe 

that the well owners in the lonqwall panel un.it should 

pay? 

The exhibit shows and based on our experience with this 

type wells in tb.is sue area that an anticipated produc

tion of 1234,000 , 000 cubic feet durin; operation as the 

SLW-10 unit and 1055,000 ,000 cubic feet as a sealed qob 

18 for a t otal pro ducti.on from this area of 2289,000,000 

17 cubic f eet . Divid.ioq the 1234,000,000 cubic feet 

18 produc t i on for the SLW-10 unit by the total production of 

19 2299 , ooo. ooo cubic feet results in a 53.9 percent cost 

~ a l l ocation t o the SLW-10 unit. 

21 Q . 

22 

23 A. 

24 

25 

And f or bow many wells do you propose to charqe the unit 

owners? 

we ' r e a s lt.inq approval for four wells . Any costs that m.ay 

occur 1n the future that could be justified on the basis 

o f economics a nd drainaqe , we would anticipate bavinq to 
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1 coae back before the Board. 

2 HS. HcCLANNAHAH: Those are all the questions I bave for Hr. 

3 Horgan. 

• HR . CHAI:RHA!l: Ques~ions? 

5 HR . MASON : I have one. The well des1qnated as 128 which 1s 

8 the first of the four 1n these exhibits, will tbat be 

7 drilled pursuant to a VVH pe.rm1t or a CBH pen~1t? 

8 HR . HORGAN: It will be drilled pursuant to a VVH perait only 

9 because we have a VVH perait 1D hand for th.at well that 

10 we've had for well over a year now. And then it will be 

" converted shor~ly thereafter to CBH. It was a well that 

12 

13 

1. 

was originally planned to be drilled and when the tax 

credit was extended it was just postponed. All tbe oas 

from it will produced illllllediately. It will not be 

15 vented. 

16 HR . HASON: I understand. I ' m still hav1nq a hard time 

17 qectinq a handle on the way this permitt.1.nq works . 

18 That • s all. 

19 MR. HORGAN : so are we if that is of any consolatio.n to you. 

20 (Witness stands aside.) 

21 HS . HcCLANNAHAN: If there are no further questions, I would 

~ move the Board to approve the south lonqwall 10 forced 

ZJ p oolinq application as i t 's been submitted. 

2• HR . McGLOTHLIN: I move that we accept their proposal as to 

~ then as to in the previous hearings with Mr. Hason•a 
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• 

1 aJiendllent. 

2 HR . HASON: I wouldn't even offer it on th1B one because 

3 it ' s not already dr~lled. 

4 HR. H.c:GLOTHLIN : Okay . 

5 HR. MASON: I think there's a difference. 

II HR. HcGLOTlfl.IN: Then I aalt.e a IIOtiOD that V8 ApProVe it. 

7 HR. CBJUIIHAN : Okay. Motion to approve. 

e HR. EVANS : second. 

a HR. CBJUIIHAN : All i n favor siqnUy by sayi.nc; yes . (All 

10 AFFil!K.) opJ??sed say DO. (NONE.) It's UDilDUOUB. 

11 (AFTER A BRIEF RECESS, THE PROCEEDINGS CON'l'INUlro AS 

12 FOLLOWS: 

13 

14 

15 

18 

17 

111 

19 

20 

21 

22 

23 

24 

25 
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1 

2 

ITEM VITI 

3 HR. CHAIRMAN : The next ite• on the avenda 1a a petition for 

" the establishllent of a compulsory pooled dr1ll1D9 unit. 

s It 's docket nuaber VGOB-92/ 04/21-0219. r would ask the 

6 part1es that w1ab to address the Board to coae forward, 

7 please . 

a HR . SWARTZ : Kark A. swart: and Howard salisbury appeari.nv for 

9 OXY, USA. 

10 KR . CHAIRMAN : The record will 6how th.ere are no othen 

11 appearinv . GO Ahead , Kr . swart:. 

12 HR . SWARTZ : we have three active 9ob units this afternoon . 

13 

14 

15 

16 

17 

16 

19 

20 

21 

22 

23 

24 

2S 

This is the f1.rst. Their doc.ket nlmbers are 8, 9, and 

10 . They essentially involve the same lonvwall panels 

and they're a collection of units th.at cover soae of 

thos e panels that requ.~.re forced poolin9. These three 

applications differ slivhtly from what you have seen in 

the pa.st bec ause the applicant here 1a actually Buchanan 

Product1on Co11pany . And one of the thinCJs that we '11 

deal w1tb early 1n Kr . Gordon's test1aony 1s who 1& 

Buchanan Production co~:~pany and what is their relation

ship -- who are their partners, what authority, if any , 

have they delevated. 1 have viven you in advance ao•e 

docUJIIents , so111e of which are feUiar, but we are Ulinv 

the cont ract approval abstract as EXhibit K. tt bas tbe 
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2 

3 

• 
5 

6 

1 

8 

9 

10 

11 

12 

13 

1. 

15 

16 

VGOB nw:lbers of the U1ree cues we• re going to be 

conslder1ng this afternoon and it pertains to th~ unit 

219 , 220 , 221. we have also qiven you an uended Exhibit 

G vbieb pertains to these three uniU including the one 

ve•re tallting about right now vhieb is 0219. 'rhe only 

difference between -- I thinJt Hr . GordDn will. tell you 

this, but I Vl.ll alert you that it's siii.Uar to w.hat we 

heard this c orn.inq. The only cUffe.rence should be 

between Bxhibit G, page 2, as amended and the one that 

you have i n the appl ication packet is the fact: that: we 

have a fira price now wi th reqard to the well bores and 

to the e xtent their vas a well a unit: on Exhibit G, page 

2, p reviously, that coat bas gone down to reprasent the 

difference between SlSO,OOO which vas the eatt.at:ed cost 

and S142, SOO wb1cb is the actual cost . X'd like to call 

Hr . Gordon as my f irst witness . 

17 HR. CRAlRHAN : You c an just remind him be's been previously 

11 s worn and stipulate his qual~ficatiollB, if you like . 

19 HR. SWAATZ : Okay . 

20 

21 SAHUBL E. GORDON 

~ a wi tness who, after hav i n g been previously sworn, was 

23 e xa.mlned and testified as follows: 

2• 

25 
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1 

2 

DlllEC'l' RXJUU.NATION 

3 BY HR . SWARTZ: 

4 Q. You do recall be1ng sworn this aorn1ng and you understand 

5 you' re still under oath? 

8 A. 

7 Q. 

8 A . 

9 Q. 

10 A. 

11 Q . 

12 A . 

13 Q . 

14 A . 

15 

16 Q . 

17 

18 

t9 A . 

20 Q. 

21 A . 

22 Q. 

Yes . 

co~d you state your full name for us? 

samuel E. Gordon . 

And where do you live? 

Tazewell. Virginia . 

Wbo are you employed by? 

OXY, USA . 

Your r esponulHllties with OXY include what? 

Regu l atory affai rs. preparation of the forced pooling 

bearings, permitting . 

Are you, in fact, the per son who prepared the notice of 

hearlDq, the applicatlon, and the exhibits to this 

apphcation r egar!Ung unit R-5? 

Yes . I a:~ . 

Have you testified before the Board before? 

Yes , I hove . 

And have your qualifications been accepted by the Board 

n and have you been allowed to testify? 

2' A . 

25 Q . 

They hove and I bave. 

Okay . I s Buchanan Production company a Virginia veneral 
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I 

2 A. . 

3 Q. 

partnership? 

It is . 

And did OXY, USA at some point ass1qn it • s interests 

• Qenerally 1n Buchanan county in coalbed 11etbane leases 

5 

6 

7 A. 

8 Q. 

g 

10 A . 

11 

t2 Q . 

13 A . 

,. Q. 

and other interests to Buchanan Production company 

recenUy? 

Yes, they did. 

When did that assiqnment occur in the sense that the 

ass1gument we.nt to be recorded? 

The assiqnment went to record approximately March 20th of 

this year . 

so shortly aft er the hearings on the 17th? 

Tbat' a correct . 

There are two partners 1n Buchanan Production COtapany of 

15 that partnersh1p, 1s that correct? 

16 A . 

17 Q . 

7 bat is correct . 

And wh a t are the two corporations that are partners in 

111 Buchanan Pr oduction? 

li A . 

20 Q. 

21 

22 A. 

23 Q. 

Appalachian Operators , Inc . and Appalachian Methane, Inc . 

And wh o o 'lft\S the stoc k in those two companies that are 

the partners 1n Buchanan Production . 

Oxldental Gas Corporation . 

I s Buchanan Production coapany -- t.hat partnership 

2• autho r1:ed to do bus1ness 1n V1rQin1a? 

25 A . Yes, 1t is . 
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1 Q . 

2 

Has the Department of Hines, Hi.nerals and Enerqy and Hr. 

FUllaer ' s office specifically and his role as tbe oil and 

3 qas inspector been infor111ed or advised of tbis transfer 

4 of assets from OXY, USA, Inc . to Buchanan Production? 

5 A. 

6 Q. 

7 

a 

9 A. 

10 Q. 

11 A . 

12 Q . 

13 

14 

15 A. 

18 Q . 

Yes, he has . 

In fact, bas OXY attempted to comply witb the Board 

requlatiotUI concerni.nv notice to tbe Departaent of 

transfers. of interests? 

Yes , to my knowledge we have. Yes, sir. 

And a lis.t bas been te.nd.ered to Hr. Fulmer and the Board? 

Yes, it bas. 

Who does this application contemplate would be desiqnated 

as unit o perator by the Board? Who is it tbat Buchanan 

Product ion is askinq be appointed as desiqnated operator? 

OXY , USA, Inc . 

Have we lnlbmitted sor:~e exhibits witb the application tbat 

17 address a delegation of authority or responsibility froa 

18 

19 A . 

20 Q. 

21 A . 

22 

Zl Q . 

24 A . 

25 Q. 

Buchanan Production cor:~pany to OXY, USA? 

Yes , we have . And they are Exhibit J, paqe 1, pave 2. 

What is Erxbibi t J. paqe 1? 

Exhihlt J, page 1, is the resolution of manavement 

commlttee o f Buchanan Production company. 

And what d oes this resolution accomplish or do? 

It deleqa.tes that OXY, USA, Inc. be tbe ope.rato.r. 

Well , why don't you read the portion of it that -- tbe 
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1 

2 A. 

3 

~ 

5 

a Q. 

7 A. 

a 

s Q. 

10 

11 

12 

13 

1~ A . 

15 Q . 

1a 

17 

18 A . 

19 Q . 

20 

21 

Z2 A. 

23 

2~ 

25 Q . 

author1t y that 's qranted? Just read it. 

Okay . •The authority vrante4 is to explore. develop and 

•aintain the propertJ.es and assets of Buchanan Production 

coapany nov owned or beraafter acquired and 1.8 hereby 

delevated to orr, USA, Inc . • 

ADd pac;e 2 o f Exhibit J, what is that do~t? 

The docw:tent is coD&ent to appointllent as dasi911ated 

operator . 

In essence , is this a consent by orr, USA that 1f it 1.8 

appointed by the Board pursuant to this applicatJ.on as 

desiqcated operator tbat orr will so serve and will 

faithfully discbarve the duties imposed on it by statute 

and requlation a s desiqnated operator? 

I t is . 

Kas OXY . USA detemined wbo it is 1n their orvanizatJ.on 

that wil l f ulfill cer tain re:sponslbUities conceru1nv 

Buchanan Product l on? 

Yes . 1 t bas . 

Wbat 1od1v1duals have been delevated by OXY, USA to 

fuU:1l l certaln reaponslbUities and venerally, what are 

t h os e r esponsibilit1es7 

OXY bas delevated Glen VaoGolen to be veneral •anaver, 

Hartin E. Wi rth t o be land •anaver, and suuel Gordon to 

regulato ry aanaver . 

And t hose three people have those general responalbUit-
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c A. 

5 Q. 

II 

7 A. 

II Q. 

II 

10 A . 

II Q. 

12 A . 

13 Q . 

,. 
15 A . 

Ul Q. 

17 A . 

18 Q . 

Ill 

20 A. 

21 Q. 

22 A. 

2l Q. 

25 A. 

ies with regard to fulfilling the professional manageaent 

duties that have been deleqated by Buchanan Production to 

OXY, USA, lnc., 1s that correct? 

That is correct . 

Is OXY , usA authorized to do busin.eaa in the co-on

wealth? 

Yes , it 1s. 

Does orr have blanket bonds on file with the Departaent 

and is on reqistered with the Departllent? 

Yes, lt is. 

And OXY , USA is incorporated in what state? 

Delaware . 

There are two people listed in the notice of bearing, 

Effie S. Looney and Delores s. Horne, correct? 

That is eorrect . 

Do you Wish t o add any persons as respondents today? 

No , we do not. 

Do you w1sh t o disDiss either of those two people as 

regpondents? 

No, we do not. 

Do you know where these two people are? 

No. we do not . 

Have you 11111de efforts to try and locate the.m or find 

addresses for thea? 

Yes , we have . 
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1 Q. 

2 

3 A. 

4 Q. 

5 

6 A. 

7 Q. 

8 A. 

9 

10 Q. 

11 

12 A. 

13 Q . 

14 

15 

t6 A . 

17 Q . 

18 

19 A . 

20 

21 Q . 

22 

23 A. 

2.& 0 . 

25 

Rave you exhausted all remedies that you can think of to 

try and traclt these people down? 

Yes, we have. 

can I assUIIe then t.hat you have not aailed notices since 

you have no addressed for these two folks? 

We have not mailed notices , no. 

Have you published with regard to this notice of hearing? 

Yes, we have published. We published the notice of 

hearing in the Virginia Mountaineer on April ZDd. 

What was published was a copy of the notice of bearing 

and the l~ttle map, A-1, that went with it? 

That is correct , yes. 

With regard to OXY' s s tandinq 1n th~s unit, if you would 

turn to E.Xhibit A, page 2 , what percentage of the coal is 

leased by OXY? 

There 1s 100 percent. 

And what percentage of the oil and qas interests have 

been leased by OXY? 

we have a qross of 100 percent, we believe we do, with 

the possible net of 85.43. 

I s there a mls take on section 1 of 8Xh1hit A, paqe 2, 

wher e lt says 14.57 percent? 

Yes . it is. That should be stricken and 85.43 inserted. 

And the 14 . 57 outstanding that is shown under oil and 

qas owners, is that correct? 
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1 A. 

2 Q. 

Tbat u correct . 

And t ben tbere is also a potential conflicting elat. on 

3 the cool interest -- even though you believe you've 

4 leased 100 percant of it, a potential conflicting elat. 

s 1n these s a.e people of 14.87 percent? 

II A . 

1 Q. 

a 

8 A. 

10 Q . 

11 

12 A. 

13 Q. 

14 

That 1a correct , yea . 

Now, w1tb regard to the unit and the coats, bhibit G, 

page 1, sbowo bow aany wells or VVB8 on Exhibit R-5? 

we show one well . 

And how aany l onqwall panels a.re partially within unit R-

5? 

There 111 two panel s underlytng that unit. 

And for purposes of calculation either of royalty 

i ntoreot or participation interest or carried interest do 

15 you show both the ac reage in the unit and in the panel 

Ul and the per centage? 

Yes, we do . 17 A . 

18 Q . Wit h regard to EXblb1t c . page 1, tbe exhibit as origin-

19 ally filed showed a purchase price of S150,000 for the 

~ osaiqnoent of the wel l bore, do you see that? 

Yea . 

And what 1a t hat price now? 

That price now 1a 1142, 500 . 

21 A . 

22 Q. 

23 A. 

24 Q . Hove you ad]usted on amended Exhibit G, page 2, for the 

~ dec r ease in cos ta associated with acquiring the usa of 
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, 
2 

3 

4 

5 

A. 

Q. 

A. 

6 Q. 

7 A. 

6 

g Q. 

these well bores? 

Yes, we have. And it • s in the form of an uended 

estiJDate which we have a1ready oiven to the Board. 

That we qave thu today? 

lU.qht . 

With reqard to R-5, the ~ount as amended is what? 

The amount as uended wollld be 1390,625 in the first 

panel and in the second panel it would be 1334,889. 

And both of those amounts are sliqhtly less because of 

10 the decrease in costs than in the od.Oinal estillate? 

II A. 

12 Q. 

13 

14 

15 

16 

17 

18 

19 

20 A. 

21 Q . 

22 

23 

24 A . 

25 Q. 

That is correct . 

With reqard to Exhibit G, paqe 2, the ue.nded exhibit, is 

it your opinion that the costs set forth on that exhibit 

Wit.b regard to the -- actually ten units shown on EXhibit 

G, page 1, and the development associated with the 

lonqwal l mining and gas production from these two 

lonqwall panels, that those costs are reasonable esti

mates of the actual costs that will be required to 

produce from these two panels? 

Yes , t do. 

You have not , l take it , because you can't locate these 

people been able t o try to obtai-n voluntary aqreeaents 

from them? 

That 1s correct . 

Wl.th r egard to the Board's order that lliQbt be issued 
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8 

7 

a A. 

II 

10 Q . 

It A. 

12 Q . 

13 

t4 A . 

IS Q . 

18 

17 

18 

Ill 

20 A. 

21 Q . 

22 

23 

2• A . 

2S Q. 

here and 1n teras of elec t.lon ri;hts and 1n teras of a 

reco .. endation o f what lease teras aiqht be incorporated 

1n t he order, could you tell the Board waat a typic.al 

offe r that OXY sakes siaply for coalbed aethane le .. ea 

now. has been and conti.Dues to be, and wbat you would 

r e co .. end that they incl ude fraa an election atandpoi.Dt 

i f sogeone el ects t o lease ? 

Okay . Typically for coa.l.bed aethane 1 t' s an one-eiqhth 

r oyalty for e five year lease at Sl per acre bonus . 

Tbis uni t is an ei;hty acre unit? 

Yes , i t i s. 

And t he applicati on i ndicates the production anticipated 

would be all coal seams bel ow tbe Tiller? 

That is correct . 

And you have tendere d t oday with r e;ard to this unit and 

prio r un its Exhibit It which is an abs tract of the 

a qr eecent be tween Island Creek a nd OXY reqarctinq this 

well bore and other well bores and the us e of those well 

bor es? 

That i s correc t, yes. 

And is that contract approval abs trac t actually a ~ary 

o! tet1115 tha t h av e b een aqreed upon by Island creek, on 

and Buchonan Production? 

To the boot of my knowle dqe that is correct. 

In f act , you dra f t e d that summary, did you not? 
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1 A. 

2 Q. 

3 

4 

5 

8 

7 A. 

8 Q. 

9 

10 

11 

12 A . 

u Q . 

14 

Yes, I did. 

an B.xhibit G as a.mendea do we bave tbe costs associated 

or allocated to unit R-5 for purposes of soaeone wbo 

wanted t o participate calculating what biB participation 

percentage would be or what his cost llultiple would be 

fro• a carried standpoint? 

Yes, we do. 

With regard to page 3 of Bxbibit G, have you set forth 

the d1v1sion of interest that would be associated with 

b oth o f these individual.& that we cannot locate with 

reqard to both panels in this unit? 

Yes , I bove. 

we have prev1ously tendered today an Exhibit H froa VGOB-

92/03/17-0193 and I bave given Kr. FU.l.ller s011e extra 

15 copies of that that he can incorporate in this record. 

18 This Exhibit H which we're incorporating here, does it 

17 set f orth certai n provisions that you would invite the 

1B Board t o include in any pooling order it might enter for 

19 this uni t to deal wit.h subsequent operati.ons? 

~ A. Yes. Yes , it does. 

21 HR. SWARTZ: That 's all the questions I have . 

22 KR . CHAIRMAll : Questions . members of the Board!? 

~ KR . KELLY : Hr . Chai rman, I have a couple of questions related 

24 t o the OWE . The flrst three iteJIIS there, the equipaent, 

~ do you want t o e laborate on what that relates to? I 
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I 

2 

assume the PLS is something to do with tbe pipeline or 1& 

it -- what is it? 

3 HR . GORDON : It stands for pro~aaaable loqie control syaeea. 

4 That's the big electronic device that assists us in 

s monitoring the qas and what's 1n the qaa. The electronic 

s equipment, thue again, that works hand 1n hand with the 

7 PLC system . And the separator skid. I tb1nk Hr. VanGo~en 

8 testifled to that last month . It's juat a big -- I thtnk 

a you all call it knock outs . 

tO HR. kELLY : Okay. 

" 
12 

HR. GORDON : 

HR. KELLY : 

And it is a huge skid. 

It aust be for 544,000. 

13 HR. GORDON : H.r. Wirth probably qave you the dimensions on it. 

t• but i t 1s a l&r9e, larqe ta.nlt . 

t5 HR . ICSLLY : Okay. Thank you . 

ta HR. CHAIRMAN : Otbu questions? I'd like to ask you -- U 

t7 you're no t the appropriate person just tell ae. But I'd 

t8 lilte to qo back into the desiqnation of ~e new company 

t9 and everything and ask a few questions . The manaq-ent 

20 coCIJ:littee, 1s there a formal document establ1abing this 

21 that we can -- y ou i dentified Mr. VanGolen'a position as 

22 general cumaqer, is t .hat correct, as far u being on the 

~ management committee here? Is be general manager for 

2.& what? 

a HR . GORDON : He' s general manager for Buchanan Production 
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1 COIIPilDY • 

2 MR . CHAIRMAN: okay. ADd auO!orized as part of Ole aanage11ent 

3 co .. ittee? 

• MR. GORDON : Ye s , he ia part of Ole aanaguent collaittee. 

5 HR . CHAIRMAN : Mr. Beckett, what's his title? 

6 HR . WXIl't'H: cau I help you? 

7 (Witness stands aside . ) 

8 HR . SWARTZ : I suppose we can have copies aade here today. As 

9 I understand 1 t from doCUDents that I have - - And Harty, 

10 perhaps , c an correct ae if I'a wrong, but there are three 

n aae.abers o f Ole aanaguent coaait tee of Buchanan Produc-

12 tion, are there not? 

13 MR . WIRTH: That's correct . 

1• MR . SWARTZ : ADd who are those three people? 

15 HR . WXRTH : I a:1 not sworn in yet. 

18 HR . SWARTZ : Okay . We need t o put him on. 

11 C01.1RT REPOR'rl!R: ( swears witness . ) 

18 

19 MARTIN E. wrRTB 

20 a witness who, afte,r having been duly sworn, was exuined and 

~ test1f1ed as follows : 

22 

23 

24 

25 BY HR . SWARTZ : 

DIRECT EXAKINATION 
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I Q . 

2 A. 

3 12 · 

4 A. 

5 Q. 

a A. 

7 Q. 

IS 

Hr . Wirth, you need to state your nue . 

Hartin E. Wirth. 

Where do you live? 

I live lJl Lebanon, Vir;inia . 

Who do you work for? 

OXY, USA, Inc . 

Do you also have some funct1ons that have been d&legated 

t o you to perform as professional mana;er or at least in 

9 part as professional manager for Buchanan Production 

to company? 

tt A . 

12 

13 

,. 
15 Q. 

They haven ' t designated me as land manager baing able to 

co11111it . drill, anyt.b1nq an autb.ority needed for 

Bucb.man Production company as OXY, OSA be1nq the 

desiqnated ope.rator . 

Well, l et's back up. You told us before you were under 

t& oath. so l et • s ask 1 t a;ain and see 1f your answer 

t7 cbanqes now that you're under oath. How many members of 

tiS the manaqement colUiittee of Buch.anan Production COIIPanY 

t9 are there? 

20 A. 

21 Q . 

22 A. 

23 

24 

There are t .hree . 

And who are t hose t hree peopl e? 

Joe crosby who is vice-president of the aid-continent 

req1on of OXY , USA. Also Glen VanGolen, as you're aware, 

is project manaqer for tbc coalbed methane project. And 

~ or . James R. Beckett is the coalbed methane director for 
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15 

18 

17 

18 

Ill 

20 

21 

22 

23 

24 

2S 

• 

Q. 

A. 

Q. 

A. 

OXY, USA for the project. 

And those three people are the aan.aQeaent collllittee of 

the partnerstup of Buchanan Production COIIPanY. correct? 

Resolution of the •anageaent ca..ittee, Appalachian 

Methane. :tnc .• Appalachian Operators, me .• which are the 

two partners owning Buchanan Production ccmpany. The set 

up the manaQe~~~ent committee and these are the aanaQeaent 

co .. lttee partners. 

I thlnk the Chairman asked a further question in addition 

to who 1U9ht be the mana9eaent co .. ittee of Buchanan 

Production company. It might be helpful to be a little 

more specific with reqard to wbat the 9eneral aanager, 

the l and manaqer . and the regulatory manaQer have been 

authon:ed to do by OXY, USA in perfonlin9 the d.uties 

that OXY has a sgumed on behalf of Buchanan Production 

CoCipany. AQain, are you tllk:inq this from a resolution? 

The resolutions and the document itself baa been filed 

with the principal executive of the staff and also with 

the 0 11 and ;as lnspector the document itself . Resolu

tion by orv. USA , Inc. effectively qave certain authorit

ies delegned to Buchanan Production . It shall be 

deleqoted as SaD baa alluded to, too, the Qeneral 

aana;er bein9 Glenn H. VanGolen. Be will supervise and 

manaqe the day by day activities and have the respon

sibilltY for the production company's properties and 
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1 assets . Also a d.eleqated authority a s land aanaver is 

2 11yse lf , Hartin E. Wirth . Tbe responsibilities are 

3 a c q\U rinQ leases, disposal of leases, the paYJieDt of 

4 r oyal t y, ne;otiati ons of any royalties . And also saauel 

5 IL Gordon will be deleqated as the reQUlatory aanever. 

e be inQ that h i s respons1b1lit1es f or poo linQ all the 

7 r e qul atories dut~es before this Board and also Hr. 

e F'Ulller • s d epartme nt o r any s uch a;ency that we need to 

e d e a l with . 

10 HR. CHAIRMAN : I'm JUSt t ryinQ to s tay with this . I want to 

, 
12 

13 

14 

make sur e I unders tand i t and I apolovize if there's 

d ocu=en t s been pres ented that we don ' t have, but that 

very well coul d be the case . Tbe resolutions as present

ed he re are r e solutions of t he manaqeme.nt co~:~~~ittee of 

15 Buch anan Productlon company and then a consent to appoint 

18 a s desiqna ted operato r assiqne d by you as project land 

17 manger for OXY , USA, IDe ., right? 

II HR. WIRTH : Yeah . We're accep tiDQ the r esponsibility. 

1i KR . CHAIRMAN : All r i Qb t . Now, what I'll a1ssinq and What I'a 

20 t ry1n9 t o probe here i s what kind of r esolution or what 

21 k1nd o! minutes of a mee~9 or what have you caae froa 

22 Appa l achian Operat or s , I ncorporated and APpalachian 

2l He thane , I ncorpor a ted tha t authori ze this? If they• re 

2' t h e pa r tners -- I •m tryi nv to explore to 11ake sure we 

25 have the a ppropriate author ity before the Board before we 
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1 qrant so11ethlng here. 

2 KR . SWARTZ : I don • t know whether or not you have this, but 

3 I can give you a copy now, it's IIY only copy, and then I 

4 need to borrow it bac:Jt and I'll qet you photocopies. But 

5 there is a consent to selection of professional aanaqer 

e which was siqned by Joe crosby as presidant of APPala-

7 ch1an Operators , Inc. and by Joe crosby u president of 

a Appalachian Methane , I:nc . on January 17th, 1992 that 

i appointed the manaqeaent coamittee of Buchanan Produc-

tO tion . o~ay . And the partners actually consented to the 

11 appointment by Buchanan ' s manage~~ent cOIIIU.ttee. In other 

12 words, the manaqeoant colllllittee made the appoint:Jient and 

13 

14 

then there is an actual consent, which I can let you see, 

on behalf of the two --

15 KR . CHAIRMAN : Well , I th1n1t we'd like to have a copy for the 

18 reco rd . 

11 HR . SVARTZ : well, I ' ll qive it to you and then when I qet it 

1e back I' 11 Qet you a copy. The I:WO corporate partuera 1n 

te Buc hana.n Product1on have consented to the resolution by 

2D the manoqement collllittee t o appoint OXY, USA, I:nc. u 

21 professional manaqer and operator which I think is the 

22 p aper t rail that you were , perhaps, looltinq for. 

23 KR . CHAIRMAN : And t hen one fi.nal piece, the partnership 

24 agreement . Is that a part of the docuaent that bas been 

~ f i led or d o you have - -
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1 KR. WIR'J'B : The docUIIent itself hAa not been filed before the 

2 Board or the DMME. It is a 11atter of· record before the 

3 State in Richmond. 

4 KR . CHAIRMAN: You file.d that with the corporation c~ssion? 

5 KR. WrRTH: Tbat is correct. 

8 KR. CHAIRMAN: And that has the appropriate officials with 

7 OXY, USA and -

8 KR. WIRTH: It bas all the officers of the two corporations 

s and then beinq a partnership there is no officers, but it 

10 deleqates the author1.ty of who the qeneral manaqers and 

11 everythinq would be. 

12 KR. c::mu.RHAN : And you're accepting the appoi.Dtaent of 

13 ope rator 

14 KR . WIRTH: 'l'hat is correct . 

15 MiL CHAIRMAN : -- on behalf of OXY , USA? 

18 KR. W'IRTH: OXY, USA. That is correct. Being that part of 

17 the Vi rginia Gas and OU Act, we need to re.sponsibility 

18 

19 

20 

21 

22 

23 

and notify Kr . Fulmar• s office and the Board that we 

accept this responsibility. 

KR . CHAIRMAN: And you 're autbori::ed as project land manaqer 

to make that accepted? 

KR . WIRTH: That is correct . 

KR. ~: Any o ther questions? 

2~ KR . MASON : one . The basis for all this is that this property 

~ that's subJect -- the estate that's subject to this 
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1 particular well bas been transferred to BucbiUUI.D Produc-

2 tion, is tbat correct? 

3 MR. SWARTZ : well, it ' s not just t.h1s - frora nov on unle.as 

• soae tbing changes the applicant u always going to be 

5 Buch anan Production. It • s not jl!S't this particular 

8 property, Hr . Mason. 

7 HR. MASON: Well, I'ra just trying to understan.d v.hat's vo1ng 

a on . Basically it's orr, USA's properties 1n this Oakwood 

11 field? 

10 HR . WIRTH: That is correct. And 1n Buchanan and Dickenson 

u county and in Vir9101a all properties have been aaaivned 

12 into Appalachi an Methane and Appalachian (t:naudible . } 

13 

14 

15 

vbo 1n turn tben siCJUed into Buc:banan Production co-.pany 

bec ause each bod a so percent interes t of all orr•s 

asse t . And tbey 1n turn assivned to Buchanan Production 

16 Company . 

17 MR . SWARTZ : The partnership. 

18 HR. VIRTH : That' s correct . 

19 HR . MASON: I ' m JUSt t ryln9 to qet a handle on it. so ve'll 

20 b e deal1nq witb t .b.is Buchanan 

21 HR . WIRTH : As o f just about tbirty daya aqo all tbe peper 

22 worlt was filed o f record witb Buchanan county. It bas 

~ bee n filed with t he State, but we had to qet it in record 

2' t o t r anafer real estate interests. 

25 HR. CHAl llHAN : Well, I wanted t o make sure we understood wbat 
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I 

2 

wa& 'iiOUl'il on bere because ~is is an illportant tran.i

tion . 

l KR. SWARTZ : we a aaw:aed ~at you would have s011e queatioiUI . 

• KR. CHAIRMAN : The effective date was Noveaber 1st, 1991 of 

5 the au thority t o explore, developaent and maintain 

1 properties and assets of Bac:banan Production c oapany? 

7 HR. Sll.ARTt : Riqht . 

I HR . CHAIRMAN : The consent to stiDulate and thos e o~er 

II docUIIents that • s heretofore been filed w1~ tbe Board 

10 author1:1aq OXY, USA to do c:e.rtain tbinqa, does ~e 

11 a cceptance o r ~e appo1ntlllent as desiqnated operator 

12 carry Wlth it all the r i qhts that were heretofore qranted 

13 to OXY, USA, ls that the intent? 

14 HR. SWARTt : well, I thi nk we need to draw a distinction t o 

IS the extent that OXY. USA was desiqnated operator by this 

II Board with reqard to units ~at were qoinq to be frac:ked 

t7 and a consent was flled --

18 HR . CHAIRMAN : Ub- buh. 

Ill ~~. SWART: : -- those consents au~ori:ed Oxt . OXY will 

~ continue to be the des iqnated operator. we are n ot 

21 pet1t1on1nq t he Board to somehow chanqe orr froa it's 

n status as des lqnated operator as it was appointed in ~e 

23 past . 

N HR . CHAIRMAN: That's wbat I want to make sure . 

~ MR . SWART: : Any ay v iew which may or may not be consistent 
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1 with your understandinq is t:hat on, USA had a conse.nt as 

2 operator t o frack or stiJmlate a coal sea an.d OXY 

3 cont1nues t o be t:he operator which is qoin; to happen, 

4 that consent ought to be qood . I aean, I don't see that 

5 anythinq needs to be done . 

e MR . tn:RTH : And record title did not pass into - record 

7 title l n ternaU y and wit:h t:he state we have filed all 

I docUlllents and a leqal entity, but to pass record title 

t real estate 1nterest which t:he Board is doinq and 

10 e verytbinq did not qet filed in record of title until 

n like thirty days aqo . Like I said, Harch 19th or 20th . 

12 Therefore, everyt.hinq• s still valid and we would stiU be 

13 

14 

desiqnated operator from the previous units before the 

Board o.nd any future before t:he Board. 

15 MR. HASON: I s it fair t o s ay what the end result of this is 

18 18 tha t oxv will continue as operator in the past as an 

17 operator fo r tbe1r own properties or operate under a 

111 aqency relauonsh1p with BUchanan Production? 

18 HR . WIRTH : Basically yes . We ' re no t quite an agency, but we 

20 are 9oin9 to be the professional aanaqer . Buchanan 

2 1 Product1on company bas no staff and they have retained us 

22 a s professional mana9er jecked onto that. 

23 HR. HASON : But they • re doinq 1 t f or Buchanan Production 

~ c ompany? 

~ HR. WIRTH : That is correct , on behalf of Buchanan Production 
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1 Company . 

2 HR. CHAIRMAN: I'm )ust tryinq to follow-- on the same line 

3 of thinkinq here, I'm tryinq to follow baek the aiqnific-

" ance of the November 1st, 1991 deaiqnation. Tbe mana;e-

5 ment co~~~mittee resolved that effective Noveaber 1 the 

a authority to explore, develop and 11aintain the properties 

7 and assets of Buchanan Production now owned and herea.fter 

a acqui red i s hereby deleqated to OXY, USA, Inc. 

g HR. SWARTZ: Riqht . What I th1nk you're trippinq over, Hr. 

10 Cbai.r111an, just to anticipate -- since this u the second 

11 time we • ve come at this, Buc·hanan Production bad no 

12 assets until Harch 19th or 20th of this year. So 

13 

IC 

although there was a deleqation of authority and this 

deal was put in place -- and I'll be frank with you . I 

t5 think there was an expectation that tbe transfer would 

16 occur sooner than 1 t wound u:p occurrinq. 'l'bere was 

17 authority i n place i n November to do all of this stuff, 

18 but Buchanan Product ion had ·no assets to be mana;ed by 

19 anyone until the record title cbanqed banded wbicb was 

~ the 19th or 20th o f March . Does that help at all? 

21 HR . CHAIRMAll : Yeah . I'm just tryi.nq to qet enouqb on record 

~ here that we understand the siqnificance of Novellber 1 so 

~ if we get challenqed we don't just say, "Well, somebody 

24 suba1tted a document and we accepted it . • I'm tryinq to 

25 see what effect tbat Novellber 1 date means. What does it 
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2 

really caean ~n tryinQ to see whether or not t..be authority 

existed for Buchanan Production C011pany to, 1n fact, aaJte 

3 this delet;ation retroactive to Noveaber. And you just 

.a represented that the authority did exis-t for that 

5 dele;atlon to occur effective Noveaber 1st, 1991. I 

6 believe you did. Is that correct? 

7 KR. SWARTZ : well , esaential~y what I was sayint; was whether 

8 or not it was retroacti ve -- the authority -

9 KR. CliAilUG\N: Ub-huh • 

10 MR . SWARTZ : -- is real~Y irre~evant because Buchanan Produc

11 

12 

13 

14 

15 

16 

17 

tB 

19 

20 

tion bad no assets in November for anybody to manat;e . 

And this docuQent - at least one of them is dated 

January 17th -- the t r ansfer occurred after the delega

t i on . I mean, even after the date of it. I don ' t know 

why i t was retroactlve. I can't tell you that . But I 

can t e l l you and there bas been t estimony before you 

t oday t hat the transfer of assets that we're interested 

in occurred Har ch 19th or 20th of this year which was 

certa1nl y after the delegation of authority was dated and 

after i t was dated t o be effective . 

21 KR . CHAIR>'.A."' : And you • re not trylJlg to take any action bare 

~ t oday ot her than what ' s presented before us wi th this one 

2J well and s ubsequent -

24 KR. SWARTZ : we have no hidden agenda. we are presenting 

25 we llt"e not attei:IJ)ting to qo back into the past to 
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1 a ccoaplis h anyth~q and this doClDient 1-s not ~tend.ed to 

2 do that . Tllis doClDient was offered to deaonatrate to you 

3 that the paper work is in place to autho~ize the aanaqe-

4 11ent comaittee to do what it did to authorize Hr . 

5 Gordon , Kr. Wl.rth, and so forth. And we are really only 

a attecspt lJlQ to create a p.aper trail on a te.at.Uonial trail 

7 whic h shows t he a uthoritY and the various components of 

a this ente~rise t o force pool this unit, des1qnate oxr as 

e an operator, and develop it. 

10 HR . CHAIRMAN: Other questi ons? 

n KR . HASOt~ : When was this partnership orvanized? 

12 MR . WIRTH : It wab oas i eally foraed just -- I th.ink riqht 

13 

14 

after November 1s t, 1991 . We vo back to the effective 

date and every1:hinq, that wa.s for eccountinq purposes and 

15 t h e a ssets we re ;ettinq set up on the book an.d the 

16 aqreement was ; o inq through baing siqned by the app~pri-

17 ate au thor1t i es, p r esidents, and co~orations and the 

18 whol e OXident al Petroleum c orporation systea . 

Ill HR. HASON: 7bo onl y tbinq that is troubling me about this ia 

~ the fact tha t this reso lution obviously 1n order for it 

21 to be - - I aean. I h ave so~:~e difficultY with a document 

22 that • s s iqned on January 17th being effective on Noveaber 

~ 1s t . I've t ried t o s ell s~ilar things to the IRS 

24 without a lot o f success . 

25 HR. WIRTH : I a ssure you t hat all documentation, the articles 
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1 o f 1ncorporat1on, and everythino were filed before this . 

2 KR . MASON : I know . t •a not tryino to oive you a bard tiae 

3 about that . 

• HR . WIRTH : we understand . 

5 HR. MASON : Hy concern is 1S that the partnership wu 1D 

s existence and had t he authorl.tY to enter l.Dto th1a --

7 HR . WIRTH : That is correct . 

a HR . MASON: -- and you represent to us that this is, i n fact, 

v a vo l1d docuaent, is t hat correct? 

10 HR . WlRTH : That is correct . 

" H'R. HcCLOTKLIN : Hr. Wi rth , when did the state recooni::e the 

12 corporate entity? 

13 HR . WIR'rn : I believe 11 was November 1, 1991 also, I will 

1• really have t o check with the State papers . I don't 

15 believe I brouoht a copy with ae . 

11 HR. SWARTZ : When you s ay a corporate entity, tbouoh, are you 

17 oGkinq about Buchanan Production? 

11 HR . HcCLOTlfl.IN : Buchanan Production . 

19 HP . Wt R'rn : That. i s not a corpor ate. This is a partnershiP. 

~ HR. HCCLOTKLIN : Or Appalachian? 

21 HR. WIRTH : It was fo~ed short l y thereafter, yes, it was . 

~ The t wo corporations formed -- comprise Buchanan . 

23 H'R . HcCLOTHLIN: Okay . When we re they incorporated by the 

2' state? 

~ HR. WIRTH : Ltke I s aid, I bol1eve that was rioht at November 
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1 1 , 1991, somewher e around there . 

2 MR . McGLOTHLIN : I ' D 1ookinq for a specific date on it . 

3 MR . WIRTH: It is a a atter of rec ord. If you would li.ka to 

4 check wi th Richllond o r I ' 11 check for you and qat back 

5 with you on that , b ut i t 

a HR . McGLOTHLIN: I don • t have a probleD vi th do1nq anyth1nq 

7 retroactivel y , bu t I think they s .houldn • t qo bact. past 

s t he d ote of inc orporation . 

8 HR. WIRTH: I assure you they don't . 

10 MR. HcGLOTHL.m : We ll , if you're say1nq soaewhere around-- I 

" a ean , i t c ou l d have been somewhere around Novellber 2nd 

12 and c ould have b e en o c tober . I WaDt to make sure they 

13 had the a ut hority to do --

14 HR . WIRTH : And I •m soyinc; t o you on record that that 1s true 

15 i n effect and b e miqh t have the State documents with hilD. 

111 HR . KASOII : Yeah . Tha t • s what I aske d when I said that the 

11 two corporati ons had t o be in exis tenc e in order to form 

11 a partne rship and the partnership had to be 1n existence 

18 t o h ave t he a uthority and have the active manaqe.ment 

~ c oac1ttee . 

21 

22 J AHE 5 R • BECXE'l"r 

~ a w1tnes s who , after havinc; b een previously sworn, was 

2~ exami n ed and testified as f o l lows : 

25 

163 



• 

• 

• 

1 

2 

DI:RECT EXAMINATI:ON 

3 BY KR . SWARTZ : 

.. Q. 

5 A. 

6 Q. 

7 

8 

II 

10 A. 

, Q. 

12 A. 

13 

14 

15 

Hr . Becltett, could you state your nue again? 

Jaaes R. Beckett . 

I • 11 re11ind you tha~ you are stUl under oath. Do you 

have soae internal cS.oclllllents that you can refer to to 

qive us a fix on th.e date of incorporation of the two 

partners 1n Buchanan Production? 

I just happen to have them. 

Why do.n• t you enlighten us? 

our i nternal docuaents indicate that APPalachian Operato

rs , Inc . was o rqanized on Auqust 8th, 1991 in the state 

of Delaware . Appalachian Methane, Inc. was orqan1:ed on 

August 8th, 1991 under the laws of the state of Delaware . 

16 HR. McGLOTHLIN: When did the state of Virqinia recoqni:e the 

11 corporations? 

18 HR. SWARTZ: well, I 'a not sure that they have to . 

Ill HR . McGLOTHLIN : Fo r an out of state corporation to be 

~ l icens ed to d o business in the state of Virqinia, do they 

21 not - -

~ HR. SWARTZ: Well, I don•t see that they're doing business in 

~ the s tate of V1rq1n1a . I don't want to arque. 

24 Q . (Hr . swartz c on t inues .) Do you know whether or not thoee 

~ two corporations have applied or filed to be authorized 
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1 t o do bus iness or transact business in the CoiUionwealth? 

2 HR. CHAIRMAN : I had understood the partnership was doinv 

3 business , correct? 

4 HR. SWARTZ : Riqht. 

5 HR . WIRTH : That's correct. 

6 HR. SWARTZ : That ' s sort of where I'm cominv frcm, but --

7 A. (The witness cont1nues.) I do not have records to that 

8 effect. 

9 Q. Are e i ther of t hose corporations doinv business in the 

10 Co~G~onwealth 1n their own na.aae as far as you know? 

11 A. 

12 Q . 

13 

14 A. 

15 Q . 

16 

17 A . 

18 Q . 

Not t o my knowledqe. 

The p artnership which they have foraed is, however, doino 

b usiness? 

That is correct . 

And t hat you have filed in Ric:hlllond and is of record 

w1th the s ecretary of state , correct? 

That 1s my unders tandino. 

Okoy . 

19 KR . CHAIRMAN : on that same r ole, the partnership records that 

20 a re on f ile with a certificate , do they establish and 

~ i dentify t his manageme nt. commi ttee? 

22 HR . WIRTH : ( Inaudible.) procedure, Hr. Chairman, I think we 

~ h ave what we cal l a desiqnated agent for service is 

24 probably the o ne th1n9 that's been on that document 

25 itself . 
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I KR . SWARTZ : ts that CT? 

2 KR . WIRTH : Yeah , cr. 

3 A. 

4 

5 

e 

(The w1. tness contl.Dues.) The partnership aqreea.ent does 

ley out the manaqeaent COJIUiittee. That it wUl consist 

of t .bree people . I bel1eve it desiqnates the specific 

three indi viduals . 

7 KlL MASON: Wi thout belabortnq this, I know that's a strange 

e eoament cominq from ~e. but if Kr . SWartz is willing to 

9 represent to us that this entities had their authority to 

10 do this -- t mean, r don't know that it's appropriate for 

11 us to try to malte a leqal detetllination as to whether 

12 they are and whether or not they haven't-- I realize 

13 

14 

that we need to have some d.ocWIIentation to know who we• re 

deal1nq with and it certainly helps us to understand 

IS this , but I feel like we want to be careful and not 

16 a ttempt to pass upon the leqal efficacy of any of these 

17 entitles. 

I ll HR. CHAIIU4All : Absolutel y . That's why Kr. swa.rt: ea.rl ier 

19 represent ed to the Board that they were legally and duly 

m aut hor 1: ed t o do business. 

21 KR . SWARTZ: Wel l , t think my clients have just testified to 

22 that now, so you don ' t really have to rely on what r•a 

~ tol llng you . t tbinlt we know as a aatter of testt.ony 

24 that the corporatlons were incorporated i .n Auqust and 

~ that there was an intortJal -- I think Hr . Wirth teati-
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1 

2 

fied - - boolt.keepinq foi'lllation of the parr.nerab.ip essent

ially . so I think they're telling you that in testillony, 

3 but I • a also representing that eo you for vbat it • a 

4 wort b. . But I thlJlJt the tesU..Ony 1s better than the 

5 representation . 

a HR . HASON : Well, I j ust want to aalte the point that I don• t 

7 think we're -- you know, we ' re aakinq no atteapt to 

a adjudlcate or 1.0 any way c!ete.naine the legal efficacy t o 

9 this, but 1t helps us to understand what we' re tryinq to 

10 do . 

11 HR . SWARTZ : And 1f you tried I would be quite upset . But the 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

bes t o! =Y knowledqe based on the paper work 1 have seen, 

based on what I have heard t oday whi ch is consistent with 

what t have been shown in the past, these coapanies 

elll.s t ed a t a pol.Dt in time prior to the foraation of the 

partner ship and the partnership exists . 

HR . HASON: so for sUllll:lary purposes what you • re telling us is 

18 that b as ical ly oost o ! the real estate or lease hold 

as sets o ! OXY, USA i n Virginia were divided in half, 

t r ansferred to thes e two corporations, and froa tbe.se 

cor porat 1ons int o this partnership and now reside in 

Buchnnan Pr oduct 1on Co111pany and then turned around and 

created a deleqation of operati nq authority in OXY, USA? 

HR. SWARTZ: so that OXY c an continue to do what it's been 

doi nQ all along . And that 1s 1n a nut shell what haa 
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• 1 happened . The title to the propertie• have changed 

2 hands • but the sue players are doing the work. 

3 MR. CHAIRMAN: Otber questions? 

4 (WJ.tness stands aside.) 

5 HR. CHAIRMAN : Next witness . 

a HR. SWARTZ : That 's it. 

7 HR. HcGLO't'HL~N : H.r . Cbairaan 1 ~ move that we accel!t the 

I application before the Board. 

9 HR. CHAIRMAN: A motion to ac:c:ept . 

10 KR. KELLY : Second. 

11 HR. CHAIRMAN : A motion and a second. All in favo r Bi9DUY 

12 by say;n9 yes . (ALL MFrRH.l opposed sax no. (NONE . ) 

13 I t • s unaniJious . • 14 

15 

111 

17 

111 

20 

21 

22 

23 

24 

• 
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' tTEH IX, X 

2 

3 HR . CHAIRMAN: The next ito on the agenda is a petition for 

• the eatabliahlleoot o f a compulsory pooled dr1111.Dg unit. 

5 It' a doc.ket nllllber VGOB-92 / 04/21-0220. I would uk all 

1 the parties t hat visb to address the Board 1D this 

7 matter t o coae forward, please. 

a HR . SWARTZ : Hark A. swartz and Bovard G. Salisbury represent

S! 1Dg OXY , USA . 

10 HR. CBA.IRHAN : The record will show there are no other parties 

" requesting t o address the Board. 

12 HR . SWARTZ : could 1 suggest to the Board since s-7 involves 

the s ame respondent, neither units have a well on them, I 

believe, and since we ' re dealing with the same people, 

15 could we perhaps consolidate these for bearing? I think 

HI it wou l d save probably twenty minutes . 

17 HR . CBA.IRHAN : If t h e re is no ob jection we ' ll do that . We'll 

1a just need t o keep the d oc.ket nWIIbers straight. I'll go 

111 ahead and say we ' l l a lso c onsider docket nuaber VGOB-

20 92/04 /21 -0221 . If there a r e any parties 1D the rooa that 

21 v 1ah t o oddress t he Board on this matter coae forward . 

22 

23 SAMUEL E . GORDON 

2' o wi tness Mho, af ter havUlg been previ ously svorn, was 

~ examine d and testifie d a s follows : 
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1 

2 

3 

DIRBCT !DKINATXON 

4 BY KR . SWARTZ : 

S Q . Mr. Gordon, you need to state your nue aqain. 

II A . 

7 Q. 

II 

9 A. 

10 Q . 

, 
12 A . 

13 Q • 

14 

15 A . 

111 Q . 

17 

11 

19 A . 

20 

21 

22 Q. 

23 

24 A. 

25 Q . 

Samuel s . Gordon . 

I wUl reaind you you • re under oath. Who do you work 

for? 

OXY , USA, Inc . 

Did you prepare the notice of bearings and the applica

tions for botb units s-6 and s-7? 

Yes , I did . 

Have we filed today witb t he Board an uended Exhibit G, 

page 2, that pertains to both of these units? 

Yes, we have . 

And 1f we were t o coopare the uended Exhibit G, page 2, 

t o t he or1;1nal in each of the applications regardinq s-6 

and s-7 what would the ~fference , if any, be? 

Tbe purchase prices we bad indicated on the original 

est1mate was for SlSO,OOO . The revised reflects 

Sl4 2 , SOO. 

And that's t He purchase price of t he assiqnaent of r1ghts 

1n the well bore? 

That 1s correct . 

In add~tion , t oday have we filed an Exhibit K with the 
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1 

2 A. 

3 Q. 

• A. 

5 Q. 

Board with reqard to units a-7 and s-6? 

Yes, we have . 

And that • s the eon tract approval abstract? 

Tbat 1s correct. 

Wh1ch s WIIIIari:es the arranqe:JDe.nt between Buchanan 

I Product1oo company, Island c:reelt corporation, and OXY, 

7 USA w1 th reqard to the well llores and who's responaible 

I for what and, 1D fact , fi.xes the purchase price at 

9 $142, 500, correct? 

10 A . 

11 Q . 

12 

13 

1. 

That is correct . 

And have we also filed with the Board today well, 

actually qiven to Mr . FUlmer· several copies of EXhibit 8 

from VCiOB-92/03/17-0193 whic'b is lanvuaqe that we would 

propose that the Board consider incorporatinq into any 

15 order it m1qht enter deal1nq· with the question of 

15 subsequent operations? 

17 A . 

18 Q . 

That is correct. 

ADd with reqard to ~1t H, would you recommend that 

19 the Board lnclude either the lanquaqe which we propose or 

2D so=ethlnq cooparable to deal with the question of 

21 subsequent operations in these units? 

Yes , I would . 

Who is the named party res pondent 1n both of these 

appl1cations? 

In both appl ications the named respondent is the Buchanan 
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1 

2 Q. 

3 

5 A. 

6 Q. 

7 A. 

6 Q. 

9 

10 A. 

11 

12 Q . 

13 A . 

14 Q. 

15 A . 

16 Q . 

17 

18 A . 

19 Q . 

20 A. 

21 Q . 

22 

23 A. 

24 

25 Q. 

COunty School Board. 

Has the Buchanan county School Board been represented by 

counsel durinq neqotiations that you all have bad with 

them? 

To me best of my ltnowledqe, yes. 

What law firm would that be? 

street , street , street , Street. 

Did you mail a notice of heariDg with reQard to both of 

these applications to the Buchanan county School Board? 

We mailed to the Buchanan County School Board as well as 

their counsel. 

You sent a courtesy copy to their counsel? 

Yes, we did . 

The Street ftrg? 

Yes . 

And have you filed proofs of ma111nq witb regard to both 

uni t B s - 6 and s-7? 

Yes , ve have . 

And you filed t hose with Hr . Fulllle~· s office? 

Tha t's correct. 

And did you publish both notices and the small map, 

Exhibit A-1? 

Yes . we did . Both of theca vera published on April ltld, 

1992 . 

I n what newspaper? 

112 
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1 A . 

2 Q. 

3 A. 

4 Q. 

5 

II A . 

7 Q. 

II 

e A. 

10 Q. 

II A. 

12 Q . 

13 

14 A . 

15 Q . 

In the Virqinia MOuntaineer. 

And have you flled proof of publication with Mr. I'Uber? 

Yes , we have on both . 

Have you attUipted t o neqotiate a lease with the School 

Board? 

Yea, we have . 

Have you furnished the School Board and their counsel 

with a proposed lease? 

Yes , we have . 

And what's the status of those neqotiations? 

They have not siqned our lease . 

Have they ever qotten back to you with a counter proposal 

as far as you know? 

As far as I know, no . 

TUrning to Exhibit s-6, i.f we qo to EXhibit B -- actual-

111 ly , let' s q o t o Exhibit A-1, paqe 2. What is OIY's 

17 

Ill A . 

19 

20 

21 Q . 

22 A. 

23 Q. 

24 A . 

25 Q. 

i nteres t in t his unit s-6? 

I n un.1.t s -6 o.xv has 100 percent on the coal with a net of 

89 . 62 . The o il and qas ownership, we have 100 percent 

oross with a net of 89 . 62 . 

And what i s the respondent • s interest ~n the unit? 

10.38 per cent. 

Of bot h 011 and gas and coal? 

To the best of our knowledge , yes . 

In unl t s - 6? 
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1 A. 

2 Q. 

3 

• 
5 A. 

8 Q. 

7 

I 

g A. 

10 Q. 

11 

12 

13 

1. 

15 

16 A . 

17 Q . 

18 

1& A . 

20 Q. 

21 

22 A. 

Zl Q. 

24 

2S 

'l'bat's correct . 

so essentially you ' re seeking to force pool the School 

Board's coal and oil and gas interests or claiaB 1n unit 

s-6 which you calculate as being 10.38 percent of both? 

That is correct . 

Bas that number been carried through on EXhibit G, page 

3, and do you show a di vis ion of interests associated 

with the school Board's c laims o.r interests in unit S-6? 

Yes, we do . 

And the uended EXhibit G, page 2, does that show the 

parti clpation number wh~cb you would ault1ply tiaes the 

d1V1Blon of interests to deteraine what the participation 

amount would be if the School Board elected to partici

pate or what the multiple of costs would be if the 

School Board elected to be carried? 

Yes , it does . 

so that both of those numbers can be calculated ft'OII the 

documents that have been submlttod to the Board? 

That i s correct, yes . 

Again w.!.th regard t o s - 6 , did you yourself prepare 

£xh1bi t c. page 1? 

Yes , t did . 

Does that exhibit represent the costa -- the reasonable 

costs which you eat1~ate will be expended either on or 

for the deve lopaent o f unit s-6? 
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1 A . 

2 Q. 

3 

4 A. 

5 o. 
8 

7 

8 A. 

9 Q. 

Yes , it is. 

And there l.& no we ll on uni t s -6 and t hat's why tb.is is 

considerably lower than we 've seen? 

That' s correc t . 

An.d what is your estimate with r egard to the costs that 

will either be expended on s -6 or associated with the 

development of s -6? 

$17, 100 . 

Is i t your op1nion that that is a reason.able estimate of 

10 those cost s? 

11 A . 

12 Q . 

13 

14 

15 A . 

16 Q. 

17 A . 

18 Q. 

Yes , i t l.S. 

Now , w1.th r egard t o the amended Rxhibit G, page 2 , does 

that capture all of the costs expended on all of th.e 

uni ts? 

Yes, 1t does . 

Wlth reqard t o both panels? 

W1t h reqard to both panels, yes . 

And are t he cost e s t 1mates shown on amended G, page 2 , i n 

19 your op1nion reasonabl e est imat es as t o the total suas 

~ that w1ll be expended t o develop bot h of the panels 

~ under cons ide ration? 

Yes . 1t 1s. 22 A. 

23 Q. With r eqard to unit s - 7 , aqai n we 're dealinq with the 

2• school Board? 

2S A. That is correct . 
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Q. Is theu· 1nteres t different in unit s-7 on a percentage 

2 bu1s or on a ownership bas is than we've just seen with 

3 regard to s - 6? . "· 
5 

Yes , it 1s. In regard to s-7 our t~tle work shows that 

they have no coal interest and they have 2. 89 percent in 

I the oil and qas 1nterest . 

7 Q. And what is OXY' s pos1t1on or what 1s OXY's position as 

I ass1qned to Buchanan Production with reqard to coalbed 

II 

10 A . 

11 Q. 

methane leases fro• coal owners? 

We show that to be 100 percent . 

And what is Buchanan Production's by reason of the 

12 a ssiqnllent troll oxv interest 1n coalbed methane leases 

13 

14 A . 

15 Q . 

fro= oil and qas owners? 

97 . 11 percent . 

Let 's look at Exhibit G, page 1. With reqard to S- 7, 

11 does that show the acreage within panel 15-D that is also 

17 

II A . 

Ill Q. 

20 A. 

2 1 Q . 

Z2 

contalned W4~hln un1t s-77 

Yes. 1t does . 

And the per centaqe of the panel in that ~t7 

Yes. t t does. 

And the th ird page of Exhibi t G, does that calculate the 

d1v1s 1on o! interest assoc1ated with the School Board' s 

~ cla1m pertain1ng t o unit s - 77 

2' A . 

25 Q . 

Ye s. 1 t does . 

Al eo with reqard to s -7 there is an Exhibit C, paqe 1, 
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I 

2 A. 

3 Q . 

4 A. 

5 Q. 

6 

7 A. 

a Q. 

9 

10 A . 

which est~ates costs a ssociated with that unit, correct? 

That is correct . 

Did you prepare th1s exhibit? 

ves, I did . 

And what 1s the total amount that you show on Bxh~it C, 

paqe 1? 

S21 , 100 . 

Why ts 1t more than the costs estimated with regard to 

the other un1t , the one we•ve just talked about, S-6? 

we have additional title opiniollS that bad to be prepared 

11 in that because there's actually three tracts or four 

12 

13 

14 Q . 

tracts -- three tracts in th • particular eo acre unit 

that bad to be cured. 

so there's aore title and that accounts for the differ-

15 ence? 

16 A . 

17 Q . 

Hor e tltle work, yes . 

I s the s2 1 , 100 f1qure 1n your jud;ement a reasonable 

11 est taate as to the costs that either will be spent on the 

19 un1t s - 7 or Wlth r eqard to the unit s-7 to develop 

~ that' s contemplated 1n thls application? 

Yes . 21 A . 

22 Q. 

23 

Wl t h reqard t o both un1ts s -67 and s-7 , does Buchanan 

Productlon company by vi rtue of an assiq~aent froa OXY, 

24 USA have the l ease hold i nterests with re;ard to the 

2S leaoes t hat you've described with reqard to coalbed 
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1 a etbane, e1 ther leases taken from coal owners or fro11 oil 

2 and Cjlas owners? 

3 A. 

• Q. 

Yes , i t does . 

And w1th re9ard to both units s - 6 and s-7 have we £1led 

5 an Exhibit J 1ndicat1n9 or co-eaorat1n9 the eppoint.aent 

s of oxv, USA as professional aanaqer and dele9atin9 

7 certain authorlt.y to orr. USA by the partnership Buchanan 

e Productlon? 

9 A. 

10 Q . 

11 A. 

12 Q . 

13 

14 

15 A . 

16 Q . 

Yes , we have. 

And that's Exh~it J , pa9e 1? 

That's cor rect. 

And then have we also Uled with reqard to these partic

ular units, beinq s -6 and s-7, siqned consents on behalf 

of OXY t o a c t a s desiqnated operator if appointed? 

Yes , we have . 

The lease that you indicated that has been tendered to 

17 the School Board and other leases, what tents bas OXY and 

18 Buchanan Product ion been offering Cjlenerally 1n Buchanan 

19 county to leas e c oalbed methane 1nteresta7 

20 A. 

21 

22 Q. 

our ten:ss are an one-e1gbth royalty, five year term, with 

a Sl per acre b onus . 

And would you recoau:aend t hat the Board include sueb 

~ prov1 s1ons 1n any order it might enter with regard to an 

24 elec t ton to leasa? 

25 A. Yes . I would . 
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2 

3 

• 

o. 

A. 

o. 

Wlth regard eo both of these petitions rec;ardinc; unit s-6 

and s-7 do you wish to add any respondents? 

No, we do not . 

And I take you don't wish to dismiss the School Board as 

5 the sole respondent? 

6 A. No, we do not. 

7 HR . SWARTZ : That's all I have . 

8 HR. CHAIRMAN: Any questions? 

9 HR. EVANS: I've go t one question . Under Exhibit C, page 1, 

10 f er s -6 and s-7 , state permit fee under requlatory, 

11 what's the S250 for? 

12 HR . CORDON : That's what the State charges us to penait wells. 

t:J MiL KELLY : There's no wells in either of these units . 

1• HR . CORDON: You're right. The old form got cauc;bt aqain. 

15 That S2 50 should be deleted off of there. 

16 HR. EVANS : The pooling fee? 

17 HR . SWARTZ : We spent that. That's w.het they paid us. That's 

18 bow we got here . That • s the price of our t.i.cltet. 

19 HR . KELLY : So would you li~e to amend this exhibit here? 

20 MiL SWARTZ : What might be better, Mr . Evans, if we uend 

21 

22 

23 

2.& 

25 

it' s pr etey easy t o subtract S250 from Exhibit con both 

o£ t hese, but once we start fooling vi tb c-2 we • re go inc; 

t o have more siqnificant colculatio.ns. So yes, we would 

be w1111ng t o file an amendment that could be incorporat

ed lnt o thl' record to reflect -- the S250 change which 
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1 will translate 1nto sozae other nmabar on the other forza , 

2 we'd certainly be willing to do that, but I don't want 

3 biD quessinq at nucbers riqbt now . 

4 HR . KELLY : That's fine . 

5 HR. CHAIRMAN : Other questions? 

8 (Witness stands aside . ) 

7 HR . KcCLOTHLlN: I a ove th.at we accept thia application 

8 c ontingent upon the amendments . 

9 HR . CHAIRMAN: These two applications? 

10 KR . HcCLOTHLlN : These two applicatio.ns. yes, sir. 

11 KR . CHAIRMAN : Motion . 

12 KR . MASON : I second it . 

13 HR. CHAIRMAN : A motion and a second . All in favor Bi911ify 

14 by say ing yes. !ALL AFF~~ . ) opposed say no. (NONE.) 

15 I t's unanimous. That concludes the items on the agenda . 

18 AnYthing f urther? 

17 KR . HcCLO'l"Mt. IN : could I request infor~:~ation on the requlatory 

18 change on notices? What do I need to do on that? 

Ill HiL CHAIRMAN : To request what? 

20 KR . HcCLOTKLIN : Changes dealing w1 tb notice -- wbo qet.s 

21 not1ce . 

~ HR. CHAIRMAN : Oh, you 're just asking who do you qo about 

Zl malung a r equlatorx chanqe? 

24 KR . HCCLOTKLIN: Yes, sir . 

~ KR . CHAIRMAN : tf you' l l consider this, why don ' t you let us 
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1 d o some backqround work on what ' s in the law versus --

2 what you • r e try"l.nq to accomplish is notice to surface 

3 owners . 1s tha t correct? 

4 HR. HcGLOTHLl:N : Yes, sir . 

5 HR . CHAIRMAN : Okay. Let us do so11e backqrouod worlt on 

e whether or not that • s feasible for - pr.actical 1D the 

7 law . whether we need a law cbanqe or whetbe.r anytbinQ 

e can b e done f or the requlatory . We'll Qet that to you 

9 and then qo f rca there. I' 11 try to have you loaded for 

10 a acti on next time. 

11 HR . HcGLO'THLIN : Okay. Thank you. 

12 HR. FULH.ER: Hr . Chain:~ an, 1 would want to mention one thiDQ. 

13 we bad p lanned on putt1nq on the aqenda for the next 

hearing is deal1nq N"lth the c1v11 penalties . That will 

15 be one o f the aqenda 1 teJ:ts . 

16 MiL Hc:GLarHLI:N : Do ~o~ha t no~o~? 

17 MiL CHA-T"RMAN: An aqenda itel:l f or next a eetinv is qoinQ to be 

18 a proposal before t he Board f rom the inspector on bow be 

19 would aaxe recommendations and b ow the Board would deal 

~ w1th penalties -- t he penalty provisions in the law. 

21 He's got some procedures worked out t o recoue.nd t o the 

~ Board . Thank you. 

23 

(End of Proceedings for 
April 21, 1992 . ) 
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1 

2 

3 

4 COKHONW&ALTH OF VIRGINlA 

5 COUNTY OF WASHINGTON 

e 

CIUtTinCATI 

7 I , Tamara L. White , Notary Public in and for the CoaDon-

e wealth of Virginia, at Larqe, do hereby certify that the 

9 f oreqoinq proceedings of the Virq~inia Gas and Oil Board 

10 aeet1n9 held on April 21 , 1992 a~ the Southwest Virginia 4-H 

11 center, Abingdon, V1rq1n1a, were taken by ae and that the 

12 foreqcU.Jl9 is a true and correct t.ranscrlpt of the proceodl.nljJs 

13 had 46 aforesa i d t o the best of ay ability • 

14 1 f urthe r certify that I llll not 4 relative, counsel, or 

15 at torney for e i ther party, or otherwise interested in the 

16 out come of this 4Ct1on. 

17 

18 GIVEN under my hand thls 15th day of April, 1992 . 

19 

21 

23 

TAMARA L , WHITE 
NOTARY PUBLIC 

~ HY comm1ss1on exp1res June 30 , 1996 • 




