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, .)uly 21. 1992 

2 Th1a 1111~~er- cue on to be heard on t!Ua the 21st day of 

3 ~uly, 1992 befor-e the Vt rqtota cas and Oil Board at tbe 

4 southwest Vtrqtoia 4-H center, A1:11nqdon, V1.rv1n1a pursuant to 

s sec~ion 4S.l-361.19 . B and 45 . 1-361 . 22 8 of the code of 

6 VUCiJiD14. 
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8 HR . CHAIRMAN: Good • o rninq . Hy naee 1..8 Benny Wa.pler . I ' • 
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A.aatstant Dtrec tor of mninc;r for the Viroin.ia nepartaent 

o f Hine8, Mlnerals and Enerqy . tf you folka 1o back bave 

difftculty hearing , feel free to aove forward to where 

you can bear . You can move your chairs even, if you need 

to . I'll as)( our soard mellbars to tntroduco theaselvea 

startl.nq wt tl'l kevi.n . 

(HEHBERS tNTRODUC£0,) 
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3 HR . CHAI:RHAN : The Hrst two iteJis on the Board's agenda t oday 
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bave - - we have requests for cont1Duaneea . That' s ~ean 

qranted . And that 's Docket Nuaber VGOB-92/07/21-0232 and 

0245 . 
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3 HR . CRAIRKAN : 1'he t hud 1Ccea on the avenda u a requeat b~ 

• V1r91n1a Gas co~a.ny for a teaporary order to t.e•t the 

5 Pr1ee Foraauon 1.0 t.he Early Grove Gas Fielcl . 1'bie is 

11 VGOB-92/ 07/21-02l3 . ~e would aslt the parttu that wuh 

7 t o address 1.11 th1s 1111tt.er to identify theuelvea now, 

I please . 

9 MR. STlliUlT : Good morntnQ . HY n11.11e 18 Davie! Street With 
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s treet, s t reet , str eet , scott & Bovman . And alonv wttb 

o the r meahers, Eliz~eth HcClannahan with Penn, Stuart , 

s skr1dge & Jones and Attorney Ford Quillen, I represent 

vlrq1n 1a Gas coapany in its application to establish a 

temporary order f or the tes t1n9 of the Price Foraation as 

a vas storage reservoir ~ tbe £arly Grove Ga5 and Oil 

Pteld . The untu proposed for tesuno are the Ell-88, tbe 

Balte .r • 2. tlle EH-89 , t he Oure 11. the EH-103, the Beli.Sley 

,1 , and t he EH- lOS . the Gardner i l 1n s cott c ounty, 

V1r o1n1a . The un i t s conta1Jl 81 ac res, 75 . 5 acres , 7~ 

ac r es and eo acres r espeettvely . V1rQ4n1a Gas co•pany 

controls l OO p~reen~ of the oil and qas estate underl~Q -
these un1t s . The purpoGe ol the test.lno proposed by 

V\ rqinia Gas Company l s t o deterQine whether Early Grove 

Gos ~nd 0 11 Fleld 16 s Ultable for use as a e0118erelel 

cto~aqe t t eld . t( ~e tes~tn~ pco~es sueceaatul V~rq1n1a 
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, GU c o11pany llfUl oe .able to better ae.rVe 1ndli8tr"l.al 

2 eustCJ~ers ~n caatJeitood. se . Paul, Lebanon, Viae. ancl 

3 1Nl'rouncl1.ng a.re.u . Vi.E"Qin1a Gas co.puy baa &lreacSy 

• secured contracts wttb o. nUIIber of ,i.Qduauial eustoaern 

5 1n ~heae areas 1n ab~ic1pa~on of tb1a project. The 

& projec t entails the Earl y Grove Gu Field vb.teh is bue 

7 lUSt off the Ea.st T~nneeeee Natural Gas pipeline and th1.8 

a 1s C4atlewood . Here are the reserves that V.irq1n.la G4B 

9 has 10 Buchanan county. ~f the tes~v pro~~· success!Ul 

10 l.t .011 extend the hfe of the field abot.:tly 4eauned to 

11 become just another depleted oil and vas fielc:S. It would 

12 o.lso provide nWII.erous royalty owners in Early Grove wlth 

tl e steady 1ncooe that would otherwioe d1D1n1sb and 

eventually tet1nnate wi thin ec:onotllic deatee of this Q'Aif 

tleld . Virqln1a Ga~ Company v ill provtde teatiaony t oday 

16 that t be Early Crave Gao IUld 011 Field 111 the southern 

17 AppalaCh lan aasln d~monstrates cbaracteriBttc:s that aake 

tB tt a very desirable area of the country to devel.op a 

19 s toraoe reservou·. iteservoirs like the Ea~rly Grove Gas 

20 PHtld have becoae c:onvert.ed to stora\Je fields .l.n Pennsyl-

21 vaAl& 4hd ~est VlrOtnla i n th1s Appalachian Ba~in und 

~ th1~ ~as done ~n ~be Dtd JO 's. ~ey ' re still in opera-

~ tlon t oday. SUch 4 ~ono term project would not only 

<• prov1dt' lDC:Date to l<indowners in the field .Eor nwaeoroua. 

~ y~~r• t o coae . but 1t also al lows Vl r;inia ~a OO.pany to 
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aaet aeaaoool d~aanda f or natural v•• ~at VOUld ~paaa 

cUftl cuLc;y a~nd expenuve requtruenta an currutly 

ex~nt.l.nq p1pal1ne systeu. AD underqround attlreva 

tacl.lLtY woulc1 pena.tt Virqlnle CU coapany to provide 

pea.k day and peak hour deliverability at lawtr prices 

than is requlred tbrou9b a.ffJnted dellvene• froa ~ 

ptpelLDe supplier. The proxtDity of the larly Grove Gas 

and 011 F1eld t o pipelt.nea 1.D the •arllet together with 

its qeoloq1cal cba~acter1stlcs renders lt the ~rfect 

«onoll.ic resolution to the area la qrowinv d-and.B for 

n11tural qas . The t.estiD'il procadures proposed by V'trqtnia 

Gu coapaoy will venfy : 1 ; The 1nte9'l'"1ty of the Barly 

CTove rteld as a a tora9e contaiDer. Z; Tbe ua~~raoce of 

deuverabllLty for withdraw. 3; 'tbe adequacy of ca.pns

s1on f or the i n)ectlon of 9ilB . A temporary ol"du for the 

teat1nq of the Pr1ce Formation as a 9as storave reaervo1r 

ln t be &&rly CTove F1elc1 shoUld be eatabllsbed in order 

t o • eet the sea•onal demand for natural qas that would 

lCJpo&e d Lfflcult and expensive require.a8Jita of a ptpeline 

system 1f del l vered sole1 y by that aeans , provide peak 

day and peak hour delLverabjlity of 9~1 • ~roY'tde a 

tevel1ng a cchanlsm fo r supply requlrellenu. lllbd aost 

U:lportantly prov1de 1ndus tr1al custoaers of Ruaaell 

County , scott couot.y, Wlse councy. and washington county 

Wl t.h an econoo1cally IUid envtrollllentally attrt~cted fi•ld 
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al~erpauve . V1rg1.n1a Gu Co~tpmy ~e.refo:re ae.U rel:te.f 

from the GIUI &nd 0 11 8o~c1 in the fons of 4 t~rary 

o t'CSer for tlle testing of th.& Pric-& J!'oraa~on u A 9&8 

storage r eservou: 1n tbe 'Barly GtvVe Gas and OU t>ield • 

The applicant reepect1vely requests that the BOard enter 

a temporary o t'CSer : A; Grant1Dg a aodl.Uc at"ion to the 

s .e.rly Grove o rder entered "arch 20, 1989 , eUecttive lUI 

of August 10, 1988, and approving the ~ for testing 

.at uu! coord1Dat.es set forth he~;e.tn ADd depicted on the 

plat attached a.s Exhibu 8 for t.he units . B; Naae t.he 

applicant, v t rqiala Gas Ooapany, a.& t.he operator ADd 

g:r.antino the operator the right to teat the Price 

f'ot'lllat:lon underlying the unl.t.a . C; Requ1ri.n; that the 

oparator talte adequate precaution during the testing 

pbase to aaUlt:ain the l.ntfigrity of the well bora for each 

~~tell . O; RequU"i'n9 that the operator report aontbly to 

t be V1rginta Gas and o~ Inspec:to~; or at sucb other 

cues as oay be requ-1red the qua1.it1ea or volUMe of ;as 

s t ored and/or rl!llloved froD the un1tJI , also requiring tbet 

t be operator monitor the well head praaaurea ADd report 

them. E; !lequire that the 'lllapec:tor malta or cause ~o be 

Clade a ny 1.ngpec:uon or surveys deemed nec:e.seary to 

d~t~~1~e lf the prov1s1ona of tbia ord~ are adhered to . 

And finally. requiring t bat the maps aad da~e filed with 

tbu 6i!P1 tC4tion b~t uenaed or suppleaent~ aol-a.nnua.ll\t 
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i.n ease any oateriel changes bave o~ provl4~4. 

boveve.r . that the Inspector 1141 require Ule operator co 

aaend or- supple.aent sucb oapa and data at. aore fr~tmt: 

:utcervals. if aateri.al c:ban;u oceur juatlfyi.D; eatlte.r 

f1lin~ . Before I introduce our wicneaaea, JUI Gilleapi& 

baa jo1.ned ua today. JlD is Ule .etnmt:y A.Ptolstrat.or for 

llussell CO\mty and be • a also th.e Sec:ret:ary{Treuurer of 

the Russell County Industrial DeveloPII&nt: Aut.hor1~. He 

would Uke to confi:rlll and elQ)and upon t.he •tateaent.a we 

bave lade rec;rardlng t.he potential eont:ri.bUt.lons of t.his 

project to the southwestern Vir91n1A econo•Y · 

12 HR. OILt;BSPIB ; Cood IIOI:'D1DQ . tCy nue ia JUt GW&trp1e. As 
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said, I • aa COunty Ad.Q1nl.stTator and SeCTetary/Tt"eaaurer of 

the Russell County Developae.nt Authority. In speaking 

for lilY B.oard of superv1aors ancS for tile IbcSuttial 

peveloptD~t Auf.hori ty, tlley feel tb,at: tlle 1nUoduC:Uon o( 

oaturol qaa into Russell county aa a usable c~odity 

for industry and for resicSential use will be a qreat booa 

for the county . RUssell county's eeon~c base over tbe 

years ba~ tr~ditionally relied on the coal indUStry and 

ec;rri<:ulturoi! . Of course . the c:oa.l industry while it bu , 

been of 9reae oas1st to the County, the coal Ulduatry 1s 

ooe t n w~tch rewer people are eaployecS on an annual basts 

as the t echnology advances and they a~ able to •tne 

coal -- e ven 1.ncreu1n9 uounta of it with fewer people. 
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Ruuell councy' a coal resenlea alao ate 11w1n411nv. so 

wbClt we have souobt t o do 1D RlUisell county over the 

recent years is to 111vers1fy our eeonoalc base. Since 

the l9&o • s we bave been plaqued. by double 41vit unellPloY

aent. our people bav:iao - 4Dcl our population has 

d.ec11ne4 appro:xuatel y 3 , 000 persons fro. earl,y uso • a to 

the 1990 cen11us . so we bave been aeek.lnq d.1venil1cation 

to make our county s trong and to provide jObs for thoae 

ei tizens vbo U"·e tbere.. Nature.l qaa ve. see as a ore at 

be.netu Ul hel p1no us provide thla. Natural vas - we 

U"e forlrullate in RUssell county to bave the c:oal supplies 

tbat we do , 1n~etu~1ve electric powor tha~ ia also 

provided. But Dany t.odust.riu ore. alao looldnq for 

natural gas as an alten:~ate or an alternative aeAUU~ of. 

prOV1ctiniJ heat f or the plants and ve see this a. a anat 

boQD f or us o r a (Jreat a&&1at in that we would be Able to 

at.t.raet: !'lany mor e coapanie.a 1n to l o olc. at ·RUssell COWity 

as: a pot entle.l U"ea t o expand t:be1r .industry or to 

c reate nev lndustry and thereby provide jobs for our 

cittzetu~ . A$ •ue~ as t he interstate blqbvay ls a ae4n8 

o f chonael l1ng and det erain1ng vher~ 1nduaery wLL1 vo and 

Oil' cuoh a~ d igu. and. electronic switch1D9 of tel.epbones 

are t be ne~ int~rstates o! tbe coaaunication aqe , so is 

oat ura.l ga• a.s 1m alt.e.rnauve supply of ene.rvv~ ~a. see 

thiJI • • be1ng able . 1t11 t IJ'itld, to attract 11any new 

8 
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1 Ulduata::lel , ,lnduatriea that We would not bave bad an 

2 opportunu:y to talk to before, tndl.llltriea that aay be 

) beav1er con~~trat~on of capitAl 1Dvestaent than aoae of 

4 t.ha 1ndust.riea that ve bave baeo allle to aottce ar.o our 

s county in the put . t apeu of that lroa the ac&Jl4po1Jlt 

6 of W1th qreater capital iDYeacaent, of course, that hoa a 

7 qreater favorable !Jfpact on our tax base. The .auaaell 

e county 'Board of supervi.aors and the Ruaaell O)UDty 

II 1Ddustr1al Developaent Authoruy have both pa .. ed 

tO resolutions supportillo Vt.rvtn1a Natural Gall coaino into 

11 tbe county and of theu seell.inv cert1Ucat1ona by the 

12 state of Virqt.nta . The Russell county IDduatrlal 

IS 

Development AuthoritY baa juat recently, SD foet, at 

tbelr last •eetillc;r passed ao indueeaent resolut.1oo aod 

wi ll be wor-lti.Dv v1tb Virc;rini a Natural Gu for the 

•6 1snance ot econo&ic deve1opl!lent revenue bonds . Russell 

, ., county 111 100 percent behincS this and - see lt u v1tal 

•a t o the e conoPi c future of our County . Thank you. 

t9 ttR . CHAIRMAl-1 : Thanlc you , Itt . Glll-espie. Any questions. 

~ Deabe r s o f the Board? O~ay. 

21 HR . STREtT: We ' ve been j oined bere by Mr . QuUlu bare this 

22 IIOrD,l DQ . 

23 MR. OUILLliN : Good morn1no . 

~~ ~~ . STRlitT ; I ' d l~e t o lntroduce now the witneaaea we plan 

~ on calltn~ today . ~e wtll call "r, Brad swanson ~ho•a 

' 
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1 ~he sao lor LaneS Agent for VU'Qlnla Ga•. He will aJa~lai.o 

2 tbe curran~ cnmerahlps and contTol vtrvlnia CO.. bu. .Jill 

l Wllson t. an 1odepencSen~ Qeologlat contracted by Vir;tnla 

• cae . Re will explain the geoloqle loraatlona. etc . 

$ stave WUburn u tbe Ylce-preaident of V1.rq1n.ta Gas and 

a alao Pe~roleua EnQl.Deer and wUl aJCPlaiD the npply and 

1 aarltetiDq and tbe operat1oJ18 of tbe proposed taaU.nq . 

a FU.ally , Laura angu who la a ;etroleaa engU!eer v1th 

9 Equa-Trana , an equit~le COJIPany . At thia tba I would 

10 l.ilte to c:all MB . Lanqer as our firat wit.ne•• . 

II COt1RT RaPORT&R : ( swears w1 t.nesa . ) 

12 

13 LAURA L . LANGER 

~~ o witness wbo, after having been dUly sworn. was e:~~amtned and 

1S ~eatifiecS aa f ollows ! 

•G 

,, 
ill 

DlllECT SDHYHATION 

19 BY KR . STREET~ 

20 Q. woulcS you state your naae, please? 

21 1\. Laura L. Langer . 

Z2 Q. And your address? 

ZJ A. 3500 Par'k Lane, Pi ttsburgh, PermaylvanJ.e , 

~ my work addreas . 

2S Q, HS , Lanoet, what is your profesaton? 

U~)5 . nat• a 

10 
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A. 

o. 

A, 

o. 
A, 

• 

t'• a petrolewa enQ~Rer. 

And ~bo ere you eop!oyed by? 

1 work for Eq\la-Trans , tncorpora~ed. 

What 1a your poa1t10D with &qua-Trana? 

l' • the •ana4;1er of the Reauvoir Bhg1nee.r1D9 Dcpa.rtaen~ . 

COilld you 90 over a011e of your reapoa.aihi.U.tJ.ea and 

dut1ea for the Board? 

Tea . T currently Ranave tbe s~aff group thot•a respons

.l.ble for all of Bqua-Tr~ aeorave and production 

operations . l!qua-nana operates U .ftee.n atoraqe reserv

oirs in Pennsylvan1a and West V1rq1n1a an4 over 1,000 

p1."0duc:1n9 wd 1a bet'lleen t.he two atatea . Ve alao handle 

the developaent of c.he acreage bolcUnqa of the co-.p.any CUI 

<~ell as local o;ae purchase aqreuents and leaae b.old ancS 

riqbt•ot-way acquisition . 

Ma ' am , could you pl~aae go over your educational back

ground? 

l have a Bachelors and a Haatera deqree 1n •atheaatic:s 

fro• t he Unlversity of COlorado, a Haaters deqree 111 

Petroleuo Enqtneer109 froa Stafford Ub1vers1ty, and • 

Masters degree 1n s~condarY Educ:at1on f~ DeC.aine 

Unlvenity . 

~d would you please qo over YOilr worll back;rouad? 

I • ve been with Equa•Trans sl.nc:e the c:~any was for-.114 . 

Squa-Trana La a t~~~aaiou and atocaqe ~oapany that ~•• 

l\ 
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fonaed by the aeparauon of tint uan.aa1 .. lon f•e1l1t1aa 

.fX'OII tbe local diat't'1but1on fe.ell.tties ~t fomerly Wei'@ 

held by Bquitabl• Gas company, a Ptttabur9h base local 

distribution coiiPany . Tbe tranina1arion faeUtuaa -re 

separated from the d1str!bution facilitlea 1n 1~87 to 

1Jit_p~;ove the overall throu;b quanta of the tr&llaiaa1on 

facU1t1ea . Prior to the fonaation of Bqua-Tt"ans I bdd 

the a .. e posiuon with Equitable cu ompany fa~ tl'O 

years. Befor-e we aoved to Pittalluroh I worked for 

southern California Gas eo.pany in tbe1r storage opera

tions 1D the t.os Anljleles Basin fo~ five years. 

Ka . Lanver, could you please 90 over your aeaberah1p u 

any professional associations? 

I u a ae=ber of the Society of PettoleUII Eng1neera, t.be 

Society of Professional Well Lov Analyata, th• Pittsburgh 

Geologie As&oclatlon . I •a the Col'ller cbll.i.rpahoo of the 

Pe.nnayl 11anu Ga.s ASsociation supply and storave COlllliLittee 

and the American cas Association' a 11nd&r9J:OUDd Storaoa 

coamltue. And t currently alt as an advisor on t he Gas 

~esearch Institute ' s Gas Storaoe steering OOaalttee that 

over sees all of GR.l' s involvement tn uiu,t~qround atoraqe 

rese.orc:h . 

Ha . L·anqer , have you "rut en any articles or bcoka on oU 

and qas subjects? 

No boo~• · but t have written articlas for prea~nt•tion• 
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A. 

Q. 

A. 

Q. 

A. 

that I have made. t•ve aade prese.ntot1ona a t the sastern 

Mineral Law 'Foundation, the Aaad.ce.n Aaaoc1ation of 

Petroleu. Geoloviata prasentat:1ou, and I've 9iven 

p:reseatat1ons at Gas Kart, Gas DUly lltacut1ve bterprla

ea on undervround a~rage. 

l!ave you received any awards or recoQD!UOD for ach1eve

•enta tn your f~eld? 

I received reeoqnitiou for IIi' cbatrae.DBhip of both the 

Pennsylvo.nh ae.a Association coaainee end tba Aaarico.n 

cas Association co .. tttee as ~el~ as letters Lroa several 

colDI1Btt1onera ot the Federal £nervy Regulotory eo.aiasion 

for pre~entat1ons ~ have made t o that body. 

Have you ever participated in any arbitration proceed

ings? 

l:'ve part1e1pated 1n one aetUuent date proeeed1Dq fok' 

the state of vest V1rglnia on a leue bold diQnlte. 

Have you ever been qualified as an expert v itneaa and 1l 

so . when and where? 

l:'ve been qual1f1ed as an expert Witness most recentlY in 

a proceedin9 in Green county court -regardin; the rtvtit 

of a eoal eompaoy to plug a ve11 that was s ol d t o thea ~r 

!qua-Trans. Prior to that 1 bave testified before the 

Xod~ana Publ1c service coam~s•ion on a diepute between a 

producer and a stonge operator a s to th.e ovner•h1p ~f 

gas. t.hat: vas beln!J produced at the edoe of a • torap 

13 
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' tleld . I have a.lao q1ven test.iJaony in the m4dle 

2 'Dlat.r1.c:t court ot ~ennaylvania anta ~· MoTth.n nuu1~t 

J court of West. Vlr qt.D1a r elated to c:oapany production 

4 ca})abil.1ties a nd to breec::b of ecmtt&ct with aJ\ io4epes~d-

s ent producer . 

6 HR . ST1UIB'T: .at. thJ.s t UJe I would lilte to .ulnd t Na . La.ager as 

r llD eJt'PU"t vttneas in pet.roleua enqtneeri.nv. 

a KR . CHAIRMAN ; Any ob j eeu oo. Without object . 

t Q . 

10 

" A. 

I~ 

13 o . 

IS A . ,. 
17 

IS 0 . 

19 
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:II A , 

(Hr . street conti nues .) Ha' aa. is the Vuqini,a ca. 

eppl1c:atlon a storage project proposal? 

It i s a proposal t.o test a foraat1on for ita a\l1tabU1ty 

fo r future us e fo r underqround storaqe. 

What i s the relief r equest ed by V1rvin1a Gas coapany•a 

appU c:at 1on? 

Penaituuon t o qo ahead with tb.at testing that will allow 

tbem to aaeerta..tn whether or not .it i s a sUitable 

fo rmat i on. 

tt a storage r eservoir ls fea•ible in the EarlY Grove 

rtel d b ow long would you expec t for the pNject to be in 

ex1stence 7 

unde rqround atoraqe operat.1ona basically have a lenqth 

22 that' a detef"lllined by tbet r usefuloeas . And t.bere ere 

ZJ underqround storaqe facU1t1es in this countr')' that b.ave 

:~ been ln oporat.ton s i nce 1916 on a continuous bas1a . So 

~ tbey have a very lonq l onqevity . 

lt 
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ta 1 t conaut~tnt W'lW o tbe.r aU.lle.r projecU? 

Yea . 1t le . 

o nce. tbe Early Grove 1s c:onVert:ed to a storage flald and 

dur1DIJ rhe tue period as U:s aperated u a a~r&"9e 

Ueld will tbe landowners continue to re~ive royalties? 

When 1t 16 operated as a storage field they ~ no 

lonqer r e ceive royalty payaenta for production . They 

vill. however . receive a storage rental pav-ent that v11l 

probably be very , illilar 1n quantity to the production 

royal t ies that tbey are nov reee1v1Dg . Of course , you 

realue that 111 any production field as the proc.!uct.ton 

decl!nea there coDes a point in tt.a when you receive no 

royalty payment wbli!t'eaa a storage rental pav-ent ta 

c onsute.nt ove r t.1JD.e f o r lbe d.urat:loo o( the atorave 

15 P C'0 ) 8Ct . 

f6 o. 
17 Po . 

OJtay . woul d you H ke t o do your a~id~tS at. this t!.ae? 

sur e . t have a short and, r hope, 1nstruc t1ve elide 

I S pc-esenta~1on t lUll qoinq ~0 Q1Ve yoU POW to ,lUSt V1V8 YOU 

t9 a litt le b~t o f h t s t o ry about undervround ato raoe 

20 operations and 11oa e of the oeehantc s o f bow lt woru and 

r- wllat we • re tc-ylnq t o accoapluh with an unc1erqt"ouad 

~ s t o r a qe opec-at1on . Oka y. This i s a rouqb outline of 

n what 1'o qoi no t o tal~ about ana you'll see thia alic1e 

2J 4V&1n . Host o f t h e sl1des -- the important ones - you 

~ hove a o o ar t a ot your e~l~. t th~uk 1t' a 1 throuQh 
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A. (The Witness contl.nuea . \ So•e of t.be pboto;npha ,you do 

not have but they a.ren • t as illportut. I' • qoinv to talk 

.a llttle bit About the b1story ud veoqrapby of atora;e, 

the geoloqy and cheaiatry or physics. 1f you 'till, of 

what we • re doi.ov and then ao11e of tbe aecbaniea of bow 

tlle opet"at.lon actually oecura. Firat, for a littl.e bit 

of history, Wl4ervround ato~ava or tl!e concept of 

retnjectinq vas back into a depleted oil and vas field 

baa been around for a lonv time . 'Ill the early 1900' a 

eoapan.ies began reUiject1n; vu in eastern Ohto to help 

Wttb otl producuon. ID 1~15 an aff1Uate of Naticmal 

F:u~ld Gas Corporat~on. a Canadi.an a.fft J 1ate, aa1c1, •well, 

vee . we don • t have e.nouqh wtntert.:iae supply coainv 

thro.lOb our pipeline syatem and ve'V"e vat these depleted 

Ctelds si.ttinq around. What U we put the qaa 1D the 

flel4s during the suuer and took it bac:.k out: avaiD 

aunn9 t.tte wttlter?• Tbe experiment was slicceaaful and ln 

1916 another affiliate of lfational Fielcl Gas ata.rted the 

Hrst UnUed States undervround at.oraoe project jUSt 

aoutb of Buffalo, New York 1n the tore. P1eld. That 

Held is 1.n operation t.oday end bas !Jeen in continuoua 

opet'nion since 1~16 . In 1934 -v c·ollpany deli_, loped :s.u 

Clrat stot'age operat.iol\B in l'ennaylvan1a .and .lD 19S6 tb• 

16 
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f lnrt rwo atoraqe proj ect.a VOcre developed ill tleat 

Vt.TVUUA by ay eoa])ally. J.n4 those ~ projs.::ta, llke-

'3 wu;e , are s till 1n ex.1.atenc:e at1d operation today. Let' • 

4 talk a little bit about wba xoe unduvround ator•~a• takes 

s place .1n tbe united St ates . Today there. are APJ)rolC.illate-

6 l.y 397 atorave reservoirs 1n existence 1D the Un1te4 

1 states . I s ay approx1Dately because these ·- all tbe 

e at.ati s tica and lnforaat1on .t•• qolnq t o v~ve you today 

e eoae fro• data collected by tlle Aller1c4tl Gas ~aoc:iaUon 

10 and there are co•.Pao1es that bave cmderqrouncS storage 

11 that are not 11ellbars of tbe AGA . s o aD attBJlPt ia aade 

12 to collect tnf onaat1on froa all of the eoapaniea that are 

13 operators. bu t needleas to s ay it ' s not 100 pereebt . s o 

IS 

t.here are about 397 sto rage reservo1ra 1D opentiOD IIDCS 

y ou c an see that they pretty well cover the country frQa 

•G the vest eo u t to w:ba t we cal~ the Appalach1d Buln 

1'1' s tates . That • a New York, l'ennayl van1e , Veet 91t'91nia, 

18 Maryland . V1rvln1a , eastern Kentucky and obio . fUrther 

t9 east. than that you d on ' t bave any underground atoraq1! 

~ b ecause you don' t bave any sedimentary baa1na 1D wbicb to 

~ ~ develop d epleted fields and you don ' t have auitable 

~ ( Inaudible . ) forwations for the develo~ant aa well . s o 

~ the Ap~alach 1an Basin 1s the ideal l ocatton tor the 

14 eastern sea Board 11a rJr.e ta f o r natural vas 1D ter:aa of tbe 

~ undergrgund atorave of natural gas . A 144 of the 197 
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' sr;oraqe reservo1ra 1.11 the country arw in the o\PPal&mian 

z Basin . New York, Ohio, Pennaylvanie, west VirQiDle, 

~ K&tyland and Kentucky. But 110re ~rtent tb8D that, of 

• the e1qbt t~UUon cubic feet of vu that ia ill atoraqe 

5> ill the country today a fourth of it ia in storaqe 1n the 

6 Appalacb1an Basln -- about two trillion feet . And to put 

1 that nw:sber 1nto soae context for rou. you all ruaaber 

a the cold Dec:eaber that we had 1D 1989 when lt vas cold 

9 all over the country, tvo t:rU1~on cubic feat of <Ja& wu 

10 se.nt out t o restdenUal, eaaaer·cial and industrial. 

11 custoaers during that aontb alone. And al.l of that could 

12 

13 

I~ 

have been supplied by undervrcn:md at.oraiJe froa the 

Appa.lllc:hlan 8as1.n . Tbat • s bow auc:b we have in a tor ave ill 

the ba.s1n . Okay . Let's ullt a little bit about the 

IS 9eoloQY a1nee that ' s what's Ulportant here to~ of bow 

r6 thts occurs . I'm qolllg to ;ive you aoae terainol.ogy to 

11 help aet up the presentations you wUl bear fraa .aa 

18 wnson a.nc1 froa Steve. We don • t a tore UDdet'9f'OUDcl -

19 when we talk about ator1ng natural qaa undervround we 

zo don't store it 1n a tank . KanY of you bave seen a gas 

2t ataUon under c onstruet.loo . You ltDov that ~at they• n 

22 putting qasoltne i.oto is a •etal tank under the qround 

23 and they can see bov auc:b qaa is 1n there by atJ.cklnq a 

24 wooden st1ek 1D there and -me4Bllr1ng tt . MIS I wiab 1'!. 

:!S wn tbat s uaple for the underqroUDd stora~ of natural 
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vaa. When we store naturAl gu undarQRuncl ve are 

at.orino u . 111 rt>elo. - 1r1 layera of ~ burt•d bel.0'4 th• 

v:rou.acS aost of v!Uch -- and unfortuaately, you don't have 

t.hU sl1de . You have a better one 111 your pa.c:k.eve there 

~at act:ualJ.y sbovs strat1;raphic ttapa . That one ' • 

au~se ~o be on tts vay dovn bera and h&aD't arrive4. 

so the one 111 yo&U" pac:uve 1s a better picture tbaD tb1..1 

artt~t rendtt1on bare that aakes it look like we have a 

biv red blob unda.r the ;-round there. ve•re atorinv the 

vu 1n reaervo1~ roclt and ~ •a voillv to qive yo~:~ a piece 

of that rock to look at vb1le I'a talttnv bare . Tbese 

aiNI so11e sidevaU core suple.s f.rt>a the Price Fonation 

tbat you can pus around. Tbese are fro. an edve well . 

so they don • t have the pe.neablli'tl' and thruat that we 

woul d llke to see that's 1n the reaervolr (taaudible.) 

'These p1eee tbat•s 1n tlUa Uttle core banal to show you 

hov ve vet a p1ec:e of t"OC:k th1a shape out ot a vall i.a 

froa one o f our storage ns~i.r& and you call see the 

~rea~er cor e space in that ptece of t"Oclt . So the key 

uu.nqa t.ba t I've j~t aenuoned that are .lllpOrtant that 

u8lno r ock f o r underqround storave 1s that you have to 

bave core space . You have to have poros1 t.y aJld pene

abU tty 1JI the rock 1n orc1er t o u.e it for u.aa.rqround 

&to roge. What you're looking at ~ here 11 a thin alico 

fro• a p t ece of rock ~ha~ ~as been •~•J.ned ~o abow the 
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eort! spaces oe~weeo the •and graina and we 1 ll talk ~ut 

tha-t in a little •ore dete.il wj.th tlle ac:huatic. 

~ Obviously to have rock you have to have soaetbtDg holding 

• those qr4U18 of sanel or Mbatevar tlae rock ·aotarial 1a 

s ~Qe~er. And this blaelt that you .see in th.i.a picture 

.& bert! 1a what • s called the eeaanunv aatertal . "It aight 

7 be ealclte. ~~ cuQbt clay pe.rtic:lea or sbel.l. And it 

a holds the sand grains together. OtherwUe, when you took 

9 r tbat core banal out you' .d Jiave loose aand lU.e you have 

to in your cnlldren • a sandbox . Ancl aoae fo.raaUoAB actuall-y 

n oom'! out that way. .I mean, the. Arabians are tortwutte 

•a enolioh to have tliat lUnd of rock wtte.re thai~; oil 18. 

13 

,. 
It's very loosely beld to;ether with lote of core ~ace. 

Tbe blue :tn tb~s pi~e is the cor-e space that's 

1~ ava1lable for the rock to bold fluids, whether it•a gas 1 

16 oU or water. In any rock situation you have what • a 

11 , c.al l ed conate water . It • a the water tha.t actually 

16 adheres to the surface of the roc:Jta. It. does 11ove. It's 

19 stuck t here . lt m1Qht ~e water, atoht be oil . all of 

2D wlUeh effect wba.t we call the per.elll:l111ty of the rock to 

21 natural gas . so porosity then i s the actual amount of 

22 phyr \cal apace be~een the gre.lna Of the sand that can be 

23 us~d for your container . PermeabUlty, on the other 

?4 h"nd , 18 how euily can you aove a UUJ.d throuob this 

~ rocll . And the permelll:l1l1tY or a rock depe.nda on all ol. 

10 
I 
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t.t1eae tbi.ng.s . It d6pen4a on tbe a1.&.a en4 ab.o" of the 

core spaces . u . de,pends on hOM w.11 eonnec:ted toqetber 

3 they are . It depends on Mhat type of fluid 1• etuc:Jt to 

• t.he surfa.c::e oi t.be rock, whether u :•a wat·er Ot' o1l . Al!4 

5 lt depends on t.he shape end tbe patbllaJB and bow the rock 

& , is Actually we1obed down during the aed1•entary proae8e ~ 
• 

1 Peneab1lity is a aeaaure of bow well a fluid can .,. 

a trllnna.ltted throuvb this rock. Aad you c.an see that 1f 

9 • you bave Hule i solated core spaces like thia o11e that 

10 aren • t connected to anyth1nQ else they • re qoi11,q to be 

11 ineffective for t.hat transalsston. NOM, VOU'l"e bold1nO 

12 that piece of rock 1n your bo..nd en4 you've looUnc;r at anl1 

13 you•re say.illg , "I dol'l ' t 888 anr core spaces·, 1 d.o'D't 

•• ltnav hav t.lley • re Qo1nv to vet anythinc;r into tM.a roc:k or 
' 

15 boc:ll. out o f l t agaln . • so I have a very a1•Plo duoaau-

'G ati on here. kind of like a aac;r1c abow, and 1 ~111 aek you 

1' to be. 11y lovelY Aa!l1atant . Kllg1e1ana need a lov.ely 

!8 assistant . And verify for your fellOM Deabera o! tbe 

19 Board here that both o( these c:onta1Der8 are full . ~o 

~ have a c:onta~er here that la full of loo8e orav•l. Tbl8 

~~ ts not !ike our roelt in the Appalac:blen 8881n Mall 

22 ce-aeqt.e.d t ove·ther . but it 1a r~ther like vhat t.be 8au4la 

23 are producing oil froc:a . We're now qoinQ to teka th1a 

·~~ cont.61ner and pour About a fourth to a tl!trd Q! tt into 

25 thu ono "lthout chongt11v the levtl of th• roo• lD tbe 



• ' c:ootalnar AAd t.hua , very e!.fe~Uvel.y deaQttatratiD9 the 

2 fact that there really ~ apace between the sand ~ 

3 that you can put soaeth1.ng 1.n~o. Nov, the trlc:lty part 

• always coaea when soaebody e.lse aaya, •oltey. Get it be~ 

s again. " ADd t cUdJI • t tJrinQ lillY' atrau so - to repreae.nt 

e our wells. so .tJu1cally thlat ts wbat -· re tallrtn; a))out 

; •tot: " :-'-<i in . we•re talii" .. about ato~; it 1D ro~ . 

a we•re talking about ator1n9 ill rock that baa auf.fleJ.eut 

!I penaeah1lity AlleS pot'oa1cy. You're CJ01nO to be.ar a 

tO httle b1t later abc)ut bov that poroa1ty ud peateability 

11 bave been quut.1Ue4 or at least what they Jcnov to dat.e. 

IZ about the Price FoBaUOD . tJoth froa core &lliiPles such .u 

13 ,. 
15 

16 

tbe one t.hot • • · be.lng peased around. but: more in th1a c:aae 

because they don ' t bave a lot of core data fro- electric

al log in.foraation. And that • s infonatton that bas been 

obta1Ded by runninq lns~t1DIIents into the exJ.at1Do wells 

1'1 and tllllino readinc.;s on pbysi~:al properties within the 

18 well bore that c.;ive them so.ae idea about the potential 

19 porosity and pemeability of the nservoir. To ;ain a 

20 better underst.uding, the initial data thlat they have 

2 1 today seeas to indicate that yes, tbia 1s a prospect 

22 that: should bo inveat1;ated further for ita atoreoe 

23 pot.ential to get a t)etter baruUe on what thOSe paruetera 

24 ere . lUtd to understand whether or not tbla wlll truly be 

~ lll1 effec tive reservoir tltey need to do tl'le r;ype of vt1ll 
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ten,Uig tbu tbey• nt· uUn; your peraUeion ~o do. so 

let • a ;o baclr agaln an.d talk a little b1~ about - - ve•re

Q01tl0 to ullt llllout the phyalc::a and cheaiatr"y aide of 

this opt1: .1Uoa and. ta.lk about whY ve store nat:u~ ;aa 

uud~:UCFOUJtd as opposed to soaa otbu way. soae other way 

11igbt be like ellis . Th1s is an above qround gas bolder 

that vas f Uled f or Northern t11cUana Gaa and Blectdo in 

1929 . Tl\ls t.b1D9 18 lOS feet in diaaater. 137 feet. tall, 

takes up a lot of land surface. puu the qaa 1n clOlle 

prox1.11~ty to tbe urb.an envtrouont, and only holds 1, 000 

MCF of gas . Now, 100,000 MCF of ;aa ta more or lese 

enouc;~b to beat tf'D bOIDIUI for one season. There llt'8 

unde.rgrouna storage renrvoira o~ the hiUld in operation 

that bol!l one•bundred mU Uon Mel' of gas. And as l 

11ent1ollei1 ear Her, t.be entire national sand-out 1n 

December of 1989 co\l'ld bave b~en handled from Appalachlan 

storage lllone . So underqround s~orage of natural Qa& 1s 

effeeUve because you can put more gaa in a space that 

takes up l e ss apace tlotll \.n t.~raa of suc:-faee usage aa 

w~ll as lees physical volUIIe . And l.t t!Utes uP lua 

physi cal volume because when you put it into rock 

undervround you • n putting J. t 111 under pressure and 

yo u ' re putt.i·ng it 1n under o1 t the we1vbt of all tbe 

ove~ lYlng sedVDents end the Clu1ds thay contain. To q1v• 

you o llttle b1t o f an ldeo or bow aueb dlfferenaQ ln 

.· 

' 13 
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voluae we • re taliU.ng allout, tll1a ia aoaet.IUJ:lg c.hat you 

hear about 1n the gas industry &1.1 tbe t1ae and ay boaa 

had t!Us put togethe:;;- because he just ha4 to bave one. 

't'h1B 1.8 a eUbl.c foot . And that • a bow Dlltural. ~as is 

De~d. It's aeasured 1D aublc feet. This 1a a cubic 

foot at atllDI1Ard cond1t.10liB - at the c:ond1t1ou of the 

teapenture and pre.s~rure in this rooa. Ulll1Jle fluid , as 

you can aee, tl :I kept pouring water into tbia O:lna tbe 

vater would overfl~ onto the table because 11qu14a 

occupy all of c.he apace of whatever cojlta sner you put 

into •.bu and don • t hold their abape and they would 

overflow and run ov.er. GU, on the other band, wbeD you 

put into a container tencls to fill up all of the apace 1n 

the container ud you can keep put·ting lt in until you 

reach the strength of whatever the co:nta:iner is . l.llle 1f 

you ove.rfUl a balloon 1t wUl break eveatuallJ. But YQU 

c:.an keep puttinq the gas in under preaaure ud how auc.b 

qas can 90 1n there deptmda bot.b on t.bat pressure and the 

teaperature. tou •ve all had the exper ience of baving to 

add oore air to your tires in the winter t.1ae when the 

te~:~peraturea get cooler. So te~perature ud preacure 

bot.h dettU'Jllne t-.,w JDUeb bas qoea into a container . VeU, 

at tbe conditionS' below the surfac:e where you ' re using 

for underqround atoraqe you have both b1;ber pressure aud 

t.e:aper ature and t,his cable foot of oaa would n.t into a 
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container thi.a s:i%e at 3,000 poun4a. so that 9ivaa you a 

little bit of an idea of tbe differeac:e 1.D actual voloe 

' spacaal requ.ire~ae:nts for .-t.orin; ;aa 1-f you store 1t 

• under this kind of ~reaaure. And t.ha ot.h.er 1.8portant 

s tbuo, of course, w1t.h undervround st:oraqe of natural. ;as 

6 1a surface use of tbe l!IJld. Juat as 1.D the ptoduc:u.oa 

1 phase for- oil and VU• tbe land surface itself can be 

a used tor other tbi.nga while you•re ualn; the subsurface 

9 !Uld tbe rock below tt for the storave of natural ;aa. rn 
10 Los Anc;re.lea- there ' a an und&rvroiUld storave 'field that 

'' actually underlies the entire city of Monu.beUa an.d it 

12 baa been J.n. operati-On for probably fifty years. And tbe 

14 

restde:nts 1n that area . because it 1a a fonez: depleted 

oU and gas field, are actually better off t:ban they 

t5 would be bad tilat field been abandoned and left ed aot 

16 ut J11%ed f o r the future at:o~~;e of natu~al vas because 

n tbe vu c:o111pany 1s ln there. They are pr11aent. They are 

t8 constantly monitoring not on~y their own ~lls but the 

t9 wells tb.at have been formall.· us11d for o1.1 and ;as 

:a1 producuon prior to the inception of atora;e and you have 

Zl a thrlvinq res1dential community v1t:b very expensive 

22 p roperty a1tt1nv oP top of this undet'QTOund atorave 

·~ op~rat lon . In the ~ppalachtan ~astn t:yp1callv the 

2.t aur face of tbo l and ia used • .ore for faninq and fOl" 

?S ot.her types of uses . But nonetbale~ra, those uaee an not 
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1nb1b1ted by t.he uaa of t.be aubaurfac:e for the atorave of 

vas. Oltay . We've talked about the 911ol091 aDd cbaa1at

ry. Now let • a ;o Urrou;b very quietly bow do we do 

thilf -- tbe aechan1es of it. There are three bade 

requtruento for an undervround atorav• operation. F"i.rat 

you bav~t to do ttbat V.lrvinia Gas te proposing to do . You 

b4ve to verity bot-h tbe integrity and the auJ.UbUlty of. 

the container for the purpose of atori.Dg vas undarvTound. 

That a the nuaber one c:on_alderatton. You•ve got to bave 

a c on tuner. Tbe second thing that yoa then have to do 

is you have to assure that you'-re going to have nfti

C1ent del1verah11J.ty . If vou ttant to be able to aeet tbt 

peakinQ needs of yo~ar local cuat.oDera above and beyond 

ttbat the pipeline 1a c:a,pahle ·of brtnqing it 1n the winter 

Uae. you have to have a auff1c:1ant nWiber of V4tlla to 

vttbdraw tbe oaa from the reservoir 1n a ttaely fashion . 

And tbirdly, you have to have adequate c~preaaion t.o qet 

tl:le gaLl back .Ln during tba &WIIIertille 'Nbe.n there ia 11ore 

vu c:OJ:tin 9 thr-ough the pipell.ne ayatea than the cuatoaera 

oeed. To do that you use walla to put the vaa both in 

ancS out o f tho vrou.nd . Becauee of tbe eubsurfaee ... o'll 

rock hOG ooce water 1n S.t. , aaybe a little b1t of oU, you 

bave ~o llove :BOIDCI 1eparat1on faeil1t1e8 at tbe llurfaca ._ 

I ' • a~r~ you ' ve seen theaa types of fac1lit1ea for the 

o tl ~n4 90a extraetlon proeeaa to c:lean the va• ~P both 
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before i~ goes in and wllen it. coaaa })adt out of t.be 

qround and you need cowpreaaora to put the gaa into tba 

qrou~cl . And that ' s basically !llbat•a involved 1Ja, the 

pbyaical opet'at.ton of an uncle.rvround atoraqe fa!;:i,lity • 

Finally, wby do ·- bother atorinq qu at all? We 1 ve 

tal.Jted about: wby we store it. underqround u oppoaed to on 

tbe surface, but why do w store 1't? And these are aoae 

of the ley tb1Jlqs that are illpot:tant to the potantial 

future operation of the Sarly Grove P·ield as a a-toraqe 

faciU ty . Gas is st:ored undervround for both peak day 

Atld peak hour deliverabll1tY . If all of the pipdines 

across our country were built to deliver a sufficient 

volWDe- of qas for the coldest daY or tile yen, wM.ch 

Ustially oe.cbrli durtnq Chrilltaas Meek for rea100n, We would 

bave mnes and 111les of muc:b larger cliuetar pipe numing 

all over the country tbAD ve llave today. tnlderqround 

storaoe facU1t-i.es were developed lltben they were develop

ed and have continued to be developed to provide that 

peak clay c.apa.b111ty wttbou~ hav1nq to qo through the 

expense and the additional U(laoe of l.IU\d for the develop

ment or p1pel1nes to deliver that same amount and tban 

those p i pelines would a.lt tber.e half the year •pty 

because you would have built tbem eo dal1ver e volume 

thlt tbey ar~n·t de~lverlno for moa t of tbe year • 

Llltewisl'. most: o:as c:ompan1ea that deliver to reeldantlal 
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cuato•e.rs bave vhat tbey have peak h(l\tt requl~te . 

svecyone oeta up 1.0 the mornill; , you cook your breakfast. 

you }l'ut in a load. o£ laundry, you tut'D the beat uP iD tile 

houaa, at- 6 : 00 robe gas COJIIPaDY e.xperjence.a a su.rve 1n 

deJta.nd on t.be1r- ptpelt.ne systea. People vo off to work. 

theY t\lrn tbe beat dOllil, theY a.ren1 t cookillq. Uuty e.tell't 

ruantnv tbe vashlfiO machine, tbay ca.a back at 6:00 1D 

the evetri.n<3 and theY cook dltuler, they turn the beat up 

a.ba U1ey put ~n 41$0~er lod ,at laundry and at 6 :00 1D 

the eve.nino t.lse ves c011pany ex:perieneea a.notbe.r surge ot 

demand ·on thotr system~ Underground storage tae111ttea 

all over the couu~ help local ~tr1bation co~1ea 

aeet tbose peak bour requirul!llta ao tliat .again tber 

don't b&ve to bu1ld faeil1~1&a ot aet ~strange supply 

. ~vements to allow thea to have an excess supply for 

tV'O shore pe:lods duri.nq tbe day. Host und~Uild 

storage facilities , bo-ver, opet'·ate for the t.rad1Uona1 

reason of levelino supply requireaents . Tb1a ia bow 

underqround sto~a~e got started aa t •ent\oued tn 1915 

and 1916 . 1'he.re •s an excess of 8\ipply 1n the IJUJIIIIer U.e 

4Jld not suffictent. 6UPPlY tn the ,..inter t1•e and you ean 

l eVe1 out t bose seasonal peakS throuvb tbe use of 

unde.rqround storave . Tll1s aUde was developed by the 

.Pennaylvan.l.a Public OhU.ty COIDI1sa1on to illustrate 'ju•t 

~bat point. The yell~ line on he~e reproaenta tbe 
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BUPPll' CD.GIUQ 1.Jito ll nortbe&at l.ltil.1ty OJ\ 8. Cl)ntinUOIJS 

~ basis fro11 a aout.h~eat IS\lpp11ex-~ And you can aee that 

3 lt • s a fairly level uo'Unt tb&t Ut. cDAt:ractual obUva~ 

• t~ona . You don·•t write ~onttacts 'tbat 4e.U.ver luqe 

s vol.umes. At OJ}e uae ot the year and saaller VOlwau at 

8 otbe.r tiDes of the year lll:t.hou;h with t.he cbllll'I&B in o~ 

7 i.Ddllstry that. Ill&? be COJI.J.nO. 'l'be blue ~ina, on t.he 

8 other band , represen!ts the require:aeuts of tbe utlllty to 

a ae.rve it • a custo11er . And you can aee 1o tbe winter 

10 montlur, NoveDber, Decuaber, Juuary. February. t.hoae 

'' re~~I&ire.ments ax-e b'J.qher than t.he 6'\lpply that 1a eoal.D; 

12 .inti) the systea. so the green sbacled ueas represent the 

13 

l<l 

parts of the year wbe.o 9U is beinv taken froa under

qro\lnd storat;~e to aeet those supply requi..reaanta, and tbe 

1S red areas represent ·tbe ~art of the year when the 

16 pip~ll.ne supply in excess of custo•er de.aand and t.he oas 

11 .is beinv in)ected into atou.;e . f'1nally, a very Ulport• 

18 ant. cons1derauon today 1&, aa we ~1 know. natural qlia 

19 prtees tluctuate year round and we bava developed a apbt 

20 ausrltet 111 the sWIIIIer t1111! for qas aupply t.bet: can • t be 

21 sol<J od'lerwtse . W'i t.bout under;routrd st.orave •ost 

~ cow~antes cannot talte odvft.llt41;e of tbo'e $)1"~~e• becauaa 

Zl they don ' t have custoaer bilrn-off eo they can•t but t.ho 

z~ ~;~as at the lower prlces . W1.tb undbrqround atoraqo tbey 

~ c An tAke fu~l advantaoe o f the ••••onal prlcoa1 buylnQ 

29 
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I UJ.e oas J.n the !rWIIler time .men ita cbeape•t. putUnv lt 

a into storage , ond then bavino it available ac that lower 

3 cost to their C:!lStollers 1D t.b.e winter tiae when the 

• 11e.mond is hi9h . That concludes the for:wal presentation I 

5 have wtUJ. ay slides . If you have· any othar queat.ioiUI at 

6 this point I would be 11ore than hiUIPY to annar tba. 

7 HR . c:wtt1U4AN: lUJY questionli? 

8 HR . Hc;GLOTBL~: lf you have a pipeline delivering the 9aa to 

tO 

l1 

,.2 

'3 

a the •toraqe area and you Ulk abou~ tbe vo.lue of size 

that a pipeline would have to be to supply on the c oldest 

days of t.he year·. Is there DOt going to be a reetrtc

Uon :1s that p1pell!le not going to be a reatr1c:Uoa 

also for the storage facility to supply that de•aad? 

,. 
IS 

16 

17 

18 

19 

:0 

21 

;o 

n 

z.a 

a 

THE Wl'nlESS : Well • you' 11 U.nd that the pipaline ayatua that 

deltver to the eastern sea Board were built w1tb a 

aufficiertt diaseter to provide that p.ea.k day supply fro~~ 

the Appa14ch.1an Bas.l.n to tbe aarket . 8\lt c:oaing froa the 

oouthvest into the Appalachian Bastn they can oat by with 

a aaaller diameter of p1pe precuely because you can Uow 

tbe gas on a continuous basis in the su.mer t•ae,. put it 

i nto s t orage , and then tdke it out through the l aroe 

dlame t.o.r pipe 1n the winter UJie and de UNer l.t to the 

~a~Ke~$ so that the building of underground a~orage 

he U i ties '1n the Appal achian Baa1D in the 30 • •, to • a an~ 

50 ' e '!'Ali -- definitely UDJ~acted the dloet.or of the pipe 

10 
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1 tbat tua4 to be built fl"o11 c.he sout hwest t.o t!le .App&la-

~ chlan Bas1n at rouqbly tbe sue t1•e . .tt 18 allal.ler 

3 dl,aae.ur pt;e than 1.t: would be otherwue. Without 

" 

-• 
8 

9 

10 

11 

12 

ll 

'" 
15 

16 

Mil . 

MR. 

HR . 

THB 

M}l . 

KS. 

unc1erqround storage 1n the "'PJ)alacb1an Baa ill 1n Dec:eaber, 

198.9 the ent.ire eastern sea Board would bave bad their 

pilo t 11ghta go out because there woulda't bave been a 

suff1c1e:nt supply to qet to t!le• and cc\llda' t. be throuoh 

the exut1Dg p1pel.1Des . 

HcGt.0'1'JII.:IN: Thank you. 

CHAIRHAN : Hr • . BV4Jlll • 

EVANS : Hs . l.ADOeL" • hotf lono "'111 tiLt¥ teat be r~m? When 

wlU you know? 
• 

WITNBSS : Well , 1 coul defer that question to Hr. 

Wilburn . I thin1t 

SVMS : oltay . 

HcCLANNAHAH; Yeah . Hr. wilburn is vice-president in 

l7 c barge of tb1s project. So since abe • s our expert. 

18 witnttss wtUl anothe~ cocpany it would probably b4t better 

t9 !or b.iA to answer that ~estion , 1f that•a oltay . ve need 

20 to nave hl:~ s vorn t n , though. 

2-1 COURT REPOR'l'Ell : 1 Swears witness . ) 

22 HJI . WILBURN : r-n steve Wilburn With Vlr'Jinia cas. TO anntn 

23 your CJI,I~a.Uon, we ~ect: the test will probably laat over 

2• a -period of -- where we ' re lnlect1ng, probably a over 

2:5 per·1od o f two t.o three montba . ~at ' • elao d.epeftdint;t CUI 

l\ 
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1 aarltet -- ~he fattof'B ooing on a~ the ~18• wbe we• r• 

2 runMno the tea~ . 

3 KR . BVANS : Tb&nka . 

4 HR . c:JUU,RKAN : 1:1ow are yOU qo1n9 to tnow IUltin vu rroa 

s stored vaa, vhteb ever one of thea? 

& Hlt . vn.BtJRN: eood question~ Do we wet to qo into that or --

7 HS. MeCLANNAHAN: Tbat •a a b1Q answer . 

a HA. S't"RB£1': That • a p~ of our presentation . 

9 KR . CJUURHAN: Okay. 

10 MS. Mcct.ANHAHAN: Right . so 1f you don ' t ain<S, we'll w&.it on 

n tha~ . 

12 HR . CHAIRMAN: I ' 11 wait . 

13 Q • 

1 .. 

(Ht> . s~reet eonunuea . ) MS. t.anver, wecre the elides used 

to prepare the £xbi.b1ts 1 throuvh 11 pre,parecS und,ar your 

IS supervision? 

16 " . Yes , they were. 

17 MR. STRSliT: We 11t0uld lille to bave tlloae ada1tte4 H we coUld. 

•e H'R . CRArRMAH t okay . 

19 MR . STRJi£7: And we tfOUld also 1 Ute to reserve the right to 

20 neal \ Hs . Lanqar l~ter ou J.D the bearl.Dq . 

21 HR . CHAJIU«AN t Sure . 

U HR. STR&tr· Thank you. 

Zl IWlt:neas standi as1('1 . ) 

~A KR . s~ET ; our next ~1~neas is brad swanson. Senior Land 

~ ~qant ! or Vit9lnta Gaa~ 
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' COUJ{T JtBPORT'BRa ,sveara wime•• . I 

2 

~ 

aJlAD SWANSON 

s . a wi.t11eas wbo, after b&Vln'J been duly cnorom. was uul.DecS and 

6 teat1f1ec1 as loU ova t 

1 

8 

9 

DlliBC"I' EDKIHATION 

10 BY MR. STR.EET: 

11 Q. 

12 1\ -

1:1 Q • 

lol A . 

1$ Q . 

ul ~-

17 o. 
18 A . 

19 Q . 

20 

21 ,, • 

22 

~ o. 

Could you trtate your nue, ple.ue? 

Hy DOJle i iD Brod SlotA.OBOQ . 

And your add.reea? 

Route 5, Ab1nvdoa , v1.roin1a . 

And who are you eDployec1 by, str? 

I work f or Vtro1Ria Gas compAny . 

And your position? 

I'm the senior Land Ao~nt . 

Whot a re your r~spons1b111tlee ancS duties 1n that 

eapaelty for Vtrqinia Co47 

1 work t o neQoUate conttacu with lessor& and b'Uy rlelbt

o f-way Alld ot.her lane) related duties . 

could you go over your educat1onal ·bac::ll.o~ound, pleaee? 

t t~ave a BA degree fro• bory It Henry Col.lege ill bU.ll\e .. 

2S and OCO DOQ1C8 • 
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Q. 

2 A. 

l 

• Q. 

5 A. 

6 

1 

II 

9 

lO Q. 

II 

12 

t!l A. 

,. Q . 

IS 

t6 A • 

. t1 

Ill 

Do you hove any proteaelobal llcen.asY 

Y•m a licensed real estate broker lD tbe atate of 

V1rc:ri.n1o . 

Okoy. Would you c:ro over your worlt bacltQTOW14? 

I started !n the ;u iDdUSt.rY 1D 1980 Wltb s.nleU 

oeolo;1eal consultants and workec1 for Mr. Bol'tlett UDt:U 

about 1964 and cue on boor4 with Virl110.1a. ~~ oa Edwards 

&. Bard1llg Pet.roleWD Co!lpany in 1987 and hove been wrkidg 

for thea since that tiae. 

Mr. swanson, bas the:re been o continuous property 

aoquta1t1on proczraa in the developaeot ot the aa.rly 

GreWe F1el4? 

Tbat•a t.ne • 

And bow 4n the nues of the pot-ential otftlU"a of the 

coal, 946 and a1nerals 1dent1fied? 

W~ll . Vi~c:J1n1a Gas bouoht thia field back in the fall and 

w~ bought i e froa Pe.nn-V1ro1n1o R!Uiourees and at tbet 

time Uley c:rave us lots of inforaedon about t.be land 

10 owners an4 t.be propert1es 1Dvolve4 1n tbe Ueld. 81nce 

20 

21 

22 

2'J 0 -

15 ,. • 

that tll!l~ w~ • ve made nllllerous vtstte to the eourthouae 

And nwaerous visi u to tile field vetU.Og to ~ the 

lusor4 Md identifying tor our own recorda thoae ownera . 

could you please na.e eacb unlt that's tnvolved 1n the 

testing project? 

we plan to ten tour ualt" . Tho 103 11 the tlenala_y well . , 

34 
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3 Q. 

.. 
S A . 

6 

7 Q. 

a 

The sa untt ts the llalter . The 89 1S the oure . 'l'be 10~ 

1a the Gardner . 

aav much control of the oil aod oaa estate baa been 

acquired 1n the unlts? 

Vir91GLa Gas now collttols 100 pee-cent of tbe gaa in tbeae 

unlta . 

Are these tb'! :;pe ovner!C!i01 c:cr.2trol perc:e.ntaoea l1at.ed 

on the applieatJ.on as filed? 

9 A. That 's rrue . yes . 

10 MR. S'i'RBET: we 'fOuld lib to have i.D~rodueed u an exhibi.t 

tl tbe not1ees 1n your booklets . 

12 MR . caAl'lU(AN : Okay . 

t) Q . (H.r: . Street c:oot1.nuee .) Kr . swanaon, the notice in tbe 

1• ~cJtage s:Nt toge'tbet-, la tb.at tbe aotic:e of bearinv that 

15 

16 

1'1 A. 

l8 Q . 

~«U aat.led to the parUea c:ontai.n1ng the a~llcaUon for 

modlf1c:otlon of t~e Barly GrQve cas and 011 Field? 

Yes . 

How W4S th1s acc:o~tished? 

we ae nt t.bem by c:e:rt.i Ued 11.1111 , return requeated. we 

20 uked that t he s1qnatu.J"e card be returned to u . 

71 H~ . S't'll£l:T : ~e -.auld al~;o lik.e to aslt that the copies of the 

zz return re~e.lpt.s be •orJted as e,xb1bits . That vould be 

~ &xhibl t 13 . 

2~ .. R. . CHAl!U(AN : Okay . 

2S o. ( H:r . str-e~t continuu.) no you have the nt:urn t"tc:.ipte 1 

S$ 
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2 A. 

3 Q. 

.. 
5 A. 

8 

7 Q. 

8 A.. 

9 Q. 

10 A. 

Mr . swanson? 

They bave been aubll1ttec1 to the Boa.rci. 

Row Mere tbe persona Whose nuea and/or ac14reaeee tbat 

were listed as unknown notified? 

we d1d that by certified mail throu;h the Briatol Her.ld 

Courier on June 28th of tb1s year . 

On ca.pl1catioo oottce? 

Yes, air, that is correct. 

Do you have the proof of publ.J.catioo? 

It ba.a Alao been 8llbllit.te4 . 

11 HS . tfcc:LANNARAN : ve don• t b.&ve UIY tul"tber quaationa ot th1s 

·~ Vltneaa unless you have allY questions . 

t) KR. CJIArlU(AN: Any q\leetiona, 11eabera of tbe 8ollr4'1 Olley • 

'l'ba.o.k you. 

(Witness sta~~cls aaida..) 

16 HS . KcCLANNAHAN: our oelCt witness .1s JU vuao'Q . 

11 

t& JAKES WILSON 

10 o -..1tneas who , after bovtnr;r been d\lly sworn, _. •• eXUI1necS and 

~ testified aa follows ~ 

21 

DUU!CT DAKIHATION 

2-' BY HS . Kc:~: 

ttr . wuaon, could you please aute your nue for the 
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'l A. 

3 0· .. A. 

5 Q. 

6 A. 

1 Q. 

8 1\. 

9 

10 

II Q. 

1'2 A. 

13 • 141 Q. 

t5 

16 A. 

17 

18 

19 

20 o. 
21 A. 

22 

1l 

~ 

25 

• 

rec:ord7 

MY name 1s ~am~a B. v~laan. 

ADd your address? 

6JS Island Road, Kin9BPO~ , Tennessee • 

Your profeaa1on7 

I'm an explora~ton geolo91st . 

And by Mbom are you emplOYed? 

• .. 

I' • an 1ndependent. contractor and I. •• presently eontrac:t-

ed by virqinta Gaa CoJillany to handle any of tbeir s.n
bou.ae qeoloq1c:al prospects . 

Tour educational backqround? 

l bave a as deqree 1n geology from (Inaudible) Poly

techni c: 1nst1tute 1D Troy, New York . 

COUld you describe your WOt"lt tUatory for the Board , 

please? 

A.fter qnduat.lon I worked for the CoraolicSat-ed Natural 

GaS syste• for 24 years ea en exploration geologist. much 

of my ef:tor ts being epp11ecS to t:J\ey storage proq,raaa 1n 

botb UeW York antS Pennsylvan1a . 

And afte·r CNG7 

~te.r CNG 1 worked for an .Lndepan4ent out of Dallas, 

Texas who ut up an off1c:e bare 1n the 1\ppalac:b.t.ana and 

that Mas tor three years . Atter tbet I joined Onion 

Drilling 111 But:hanAD, ~eat v~J..nia whieb waa l ater 

Abso rbed lnto ER&X 1n Kingsport, Tennessee . ao 1 w .. 

,,., 
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.~ Q. 

s 

6 A. 

7 

a 

9 

10 Q. 

11 A. 

12 

transferred to JUogspon f roa tsucbaou. tcY purpose t.heH 

wo~ to do oeolog1c41 explorat ion and alao veo~ya1c4l 

in tarpr-e uttoo . 

Al\d you wor k.ed :for U111on and !:1UIX for aeven yean, is 

that --

seven yeara total . Tben 1n 1.9.91 I elected t o st.are ay 

o'lm colllp&ny aa a consultant and 1n 1992 I wu contracted 

by Vi.('"91ni.a Gas to stuey the Bar.ly Grove Field to 

deterD1ne the l1abi11ty for a t oraqe. 

Are you a •ember of any professional aseoctot1on1 

t•a o meaber of tbe Aaerican Association f or Pe tro1eu. 

ceoloqtsts and the soc:Utty of !lcplora uon oeophyat ca. 

tl KS . KcCLANHAHAH : we wou1d au!JIIlt Hr . Wilson aa on eXP4tl"t 

•~ wltneaa in Ule area of qeolovv. 

IS KR. OlAIRKAN: JUly objecttona? Okay. 

16 Q . 

·~ 
18 A . 

19 

20 

21 Q . 

22 A. 

(Ms . Hcelonnahan continues : 1 Hr. Wilson, c an you tell us 

where tbe Early CTove Field 1s l ocat ed? 

The Early Grove fte1d is located in tbe soutbetn Appal o

ct\14n overthrust belt in Scott and Wasblngton countJ.ea, 

V1rc;1oia just north of the Tennessee State line . 

ts that described on Exbiblt 147 

Rtoht. . SIChibtt 14 t n your exhibit folder sbova tbe 

~ location of the field in yel l ow aitt1hO eatrlde of 

2• sco~~/Washtngton county boundary. It 1• lQc:•ted veo-

~ l ooiclllly 1n the CToenCSoh 1:4nou41.blo . ) 'lh.iob h e 
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• Q . 

s A. 

6 

7 

e 

II 

\II 

II 

t2 Q. 

13 

" 
IS A. 

16 0 

17 A. 

,, o. 
19 A. 

structure deprea81oo 'that. e.xt.e11cb tro• Uud, Viroinia t o 

~u.t north of boxvU1e, T.nnessee . " ~stance ot &oaa 

l 70 111lea . 'J'he aout.heut. boundary --

Kr. WUaon, excWie De lUSt a seeond. 

It 18 boWI4ed on the soutlleaa~ by t.he 8al~Ule t.hruat. 

fa ult wbl.c.b preaaecS c:aabr1an - o l der caabrtan ro~ an 

top o! K188lss1pp1.4n sed..Ue.ut.s 1ll t.he syuclJ..Da . The 

nort.hve~rt boundary 1.8 the ClUicb }(OIUitaJ.n, 'llhieb 1.8 a 

solar1u. outcro~ o f (inaudible) equivaleot. sandstone . 

WithJ..D tJua qeo SynelJ..De several anticlinal foldll ut.st, 

the larqe-et of which .u Early Grove. 

JUJd on £vhlb1t U that has bee~~ prese.uted to tbe Board 

the Gr-eendale syncl.inorlWD 11; shown in vreen, 1& t.hat 

correct? 

Yes . 

JUJd the Early Grove Neld 1s dea1vnatad 1D yellow? 

Yea . 

And did you prepare t.hls exhibit? 

Yea, t did. 

ZO HS. HcCl.ANHAHAN : We SubiDlt this 48 Exhl..blt U . 

21 o. 
22 

Zl 

14 

~ A, 

C HAl , HC:Cl annalusn con tinues . 1 Kr . WUaoo, •bat ls the 

atruc~ral arrangeDents of t he qeoloqical for8atiooa 

contol.Jle d .1..n t.he Early Grove Field in rel.ation t o the 

Prlce Fo~at1on7 

In response to tha t question I refer to lxhib1t 1! • 

ll 
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;a 

.. 
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'li 

7 

a 

g 

10 

11 

14! 

13 

" 
15 

•& 

,, 
t8 

19 

2D 

21 

22 

o. 
A. . 

There • s a croea aec~ion along the seott/Waabbl~on COunty 

boundAry through tho ~rarly Grove Field. It dUODBtro.te• 

tha~ the 'B"&.tly Grove anticline 1a a shallow seeded 

structure caused by trust faulting that nenated froa the 

southeast . Tbe Price Fon•ti on is a qroup of sllts, 

sands and abelb that bAS e ainialm thickJieaa of aoae 800 

feet within vhich l oea.l sand bodies bava davel.oped. one 

of these sand bodies a1t.s astride Buly Grove ant1cl"ille 

and is the tarqe t f o r tbe valls in quuuon. Tbruat 

faults that are ahown he r e have ere~ted the anticline, 

but also bas caused additional fracturing of the .Price 

t'onaati oo and therefore, bo.a given us aore PGt'Oa1tr ad 

peneeU1ty than e.xi&ted originally. 'l'tle four wells 

that: ere proposed to be tes ted are prolected into t.his 

sec t i on and are shown as such, the Hensley on the north 

vbich is counted t he northern moat structural block tn 

tbe pool , t.he Gardner ve~ on tbe a outb vhtch encountered 

the s outhern mos t atructln·al bloelt in the field, and the 

oure and Baker s i t astride tbe same structural fault 

blo ck . 

Hr . Wtl s on , did you also pr:et~ere this eJC.ll1.b1U 

Yes , I did . 

ZJ lotS . HeCLANNAHAN : we would aU})m1t thi_a aa Bxb.i.bit u . 
CKs . HcClannahan continues . ) Mr . VUaon , we'vtt beU'll Ha . 

a Langer tndieate that tha poroauy an~ ptsraeabUity of e 

40 
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particular tontation are th6- nro 1Jiporta:Dt hctor·a to 

consider 1n deten1n1ng wbetber a partic:ular reaervou

aay be appr-opriate for a atoraqe U~d. can yo\1 de.ac:ribe 

the poro.a1t;y and pe.neab1Uty of t.he Price ronaauou u 

it's located in the Barly Grove Field? 

The p&rlleab111tY is to be evaluated 1D the proposed 

te.st.Uu; of the wells . At tb.1a point 1n U.a we do not 

have hard and fast peneablltty nuaba.ra for the Prtc:e 

Foraation. Poros1cy, on the other ba.Dd, we do bave a 

ha.Ddle on through well logs that Laut'a •entioDJtd. At no 

ti.JIIe 1s the 1nterst~t.ia.l poroatcy of the Prl.ee sand ·in 

question mo.x-e than s percent interaUUally. BUt the 

faulting Mbic:b baa created a fracturinv has enhanced 

these poros ities' to a aucb greater extent. Again, the 

Dagnitude o f these nlmbers "e· do not know at this time. 

Tha-t would require possible future coring and evaluation. 

etc . But as of oav we bave no nuabers for that . 

The t estinq tbat 15 proposed for these part1eulu wells 

wU 1 give yo"U that :l"lfocaat1on, tbougb, ta that correct? 

Wp wlll g aUl betteT 1na1gbt into those questions, yea. 

ElthJ.bits l6 and t7J those &ri! is.opaclt lllpa , ta t.b4t 

conect? 

That. is c·orre-c t . 

And both o f ~bese W8ri! prepared b y you? 

25 A. 'lell • 

u 
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' Q. 

2 A. 

3 

~ 

5 

6 

7 

8 

9 

And what data cUeS yeu \Uie eo prepare tboae iaopac.k •AJ~a? 

Fiqure ~6 is a net elean aancS asp contoured et a five 

foot l.nterval that sbovs the th1.c:mua that • e dete.rained 

froa C]iUIIU ray logs o! the Price s&li.cl. ot 1lltense ill 

th18 parUeular aap. then is a lon;au depositional ax1.s 

1n the sout.bwestet'tl portion of the Ueld with a aaxillu 

~ieJmess Of 26 feet in the. BaJtez: U vell W~ch ia -

basically it 111 a confined feature with aertU lJ.aitiJ as 

abovn on ':.hu dUplay . F"iqure 17 1s an extetas1o1i of t.b.U 

10 Vbicb is an net feet.. of pay aap. Tbe Vlll.Qe.a for thia 

11 JUP were ascertained fro11 the qaaaa ;amaa d.ansit:y loq~~ 

12 wb1cb ue indicative of aaounts. of porosity ~th1D the 

t.3 for:raaeion . rn t.liu cas& you can see that the body 1D 

qt}estion is acre eonfinecS and we therefore feel qu.ite 

15 c011fortable that it 1s a con.taiDed feature wttb UJ:aited 

t 6 aertal extent . Also it ia s1t;t1n; astride a structural 

17 1Ugh which would make it an ideal candidate tor st,oraqe . 

ttl Q . &xb1b1ts G, H, I and .1 attached the applieatton as it was 

19 filed. Hr. Wilson, those are coap1lat1on of ~e lo;s that 

20 701J • ve )U5t referred to. 1s that correct? 

21 A.. Ve~ . i t. is . 

22 · Q . A. c:ompilaUon of the data that ' s 111eluded .111 those lop? 

23 A. RiOht. 

~~ o. Mel from the 1nfonaat1on that 18 Uated on these part1-

:!S cvla.r c;o•pUatl-OJU tha.~ you've do'!le aa &xhiblts G 



• 

• 

• 

1 

2 A. 

, 

!I Q. 

6 

7 

II A . 

9 Q. 
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11 

12 A . 

13 
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tbrougb J you e reateCS the iaopac:Jt •epa, 1a that correct.? 

Yea . Thue are dat .a abeeta - buically foraaUon CQJUI8 

e valuated. fro• th~ loQe tn question for each of the 

wells . 

And the infor.atton that 11 on thue particular abaete 

are for each of t.be four wells ~at are liated in the 

applic at-ion , 1e ~t correct? 

That 1.a correct . 

Is the Price Fomauon the s1QD1.f.ic:ant pl"'OSuc:iiiQ foraa

Uon 1n each of tbe f our wells that have beaa propoaed t o 

be tested.? 

Yes , they are. We h.ave both c:waulat:ive production end 

natural open flaws approaching naturally four •1111on 

cubic feet of g u pe r day , &gaili being 1ndieaUve of t:lla 

15 Qood peneoS.billtY of the fonatlon. 

111 KS. Hc:CLANNAHAN : we would sublltt the 1aopac:k •apa u bbi.blt 

t 7 16 and J7 . 

18 Q , 

19 

20 A 

21 Q . 

Z2 A. 

23 

( Ha. Hcclannoban c:ont~nues.) ~. wilaon, have you worked 

in any o tbn storage fields enthin tbe AppalaehiiiD aulD? 

Yea, I have . 

Vbat are those? 

Wlth t he consol1d•ted Natural Gu $J'8tu ~ worked the 

F1ve Forks F1elCS wblch was aubaequently converted to 

sto rage by the columbia systea because the pool waa aold 

t o colWDbla on Ill\ acreaq-e tuumc:1al uchmqe na». Uao 
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Q. 

A. . 

Q. 

A. 

Q. 

A. 

1n nortneru P&lli15Vlvan1a I worked 1D the L.l;b~. Green 

Lick and Tuaraek pools both a.s well cite locat.ioa 

; .eoloqin and also on do1Dq aelotc vork Uld aelsctUI; 

additional wells to be d.rilled within thou 'fields . 

no t~se atora;e f1~lds contaiD atru~turea tbat are 

..-·.aile to tbe Barly Grove Vteld? 

v-e:a . Tboae featurea 1n Wbiab qaa 111 stored are •~tlally 

atxuctural b1Qba on actu al closures very s1ailar to Wbat 

the Barly Grove scenario 1s. 

ADd 1B that shown on Sxbibit 187 

Ye& . exhibit 18 ~onattates that Barly GrOve, even 

thouqb u is structurally quite far e .. t 1n the eastern 

overt~st belt, 1a on trend wtth known stora;a fielda 

further to tbe nor th 1n botb vest v1rv1n1a and Pellllllyl

vania . Pools A, 8 and c are active storaqe fields. A is 

Five Forks operated by Col\lllbJ.a Transa1ss1on. B aud c 

are Li-t tle cacapon ~nd A\iqusta operated by vaahlncrtotl Gas 

~i;ht . Tharefote. tbe trend is conttnuoua and !:lean 

h e avily as to Early Grove's 11at»U.ity .tJIII a stora;a f.1el4 . 

lt' s s 1ttlno 1n a .Ptoper oeolo;ic env1.ronaent to do eo. 

Kr . Wils on .• did you prepare tbe s ttuc:tural provinces aap 

4C Sxhi.bi t 1 8?. 

Ves, u~ l1:ino Pennaylvania pu!:llioAtions . Th1a was ta-en 

f roa r.ou Hoi aan Publicatton in U81 . 

z:. KS. Hcct.AmlARAN : we woul d au!:leit that aa llthil>it. 18. Thole 
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I are aU tbe questions t beve for Ml: . Wilson u.nlua the 

2 Board bas any . 

!I )Clt . CKIURHAH: Questions. mi!JIIl)ers of the Board? 

• HR. EVANS: Mr . W 11 soil, :JOU' V1l spoXeD to the poroa.1 ty and aoae 

s 

6 

7 

II 

9 

I C) 

" 
12 

I !I 

" 
IS 

of Ule other penae@111t:y valuas tha t are necessary to 

ut1l-1%e thJ.a forD!Ition as storage . 1'b.e initial concern 

that I would have 1B -- juat llke was pre•enteiS earlier. 

Your f1rst concern ~s 1s the tank •t.he Pr1ee Foraatton• 

sowsd? WUl it hold the vas? I Dotiee that you•ve oot 

fou.r little thrust. faults there that e.xtend beYQlld t.be 

Price -- I assuae tbat that• & part of the anticlinal 

nature of how far \lP do those I!Xtend and alao the fault 

syatea that produced. that. Qov far aoutl:leaat «lou th.at 

e;xt,ellcS ailcl what bear1Do does tl:lat bave on your vas 

storage and oaa retrieval? 

te K:fl . vn.sON: The fault that caused the structure to occur was: 

1'1 due w1tb the J,ower fault vac\IWII off to the southeast . 

18 It ooea esaent1ally out throuoh t.he Blue Rldoe and 1t 

19 will ;aen)e w! th add1tlonal faults further to ~e east. 

20 PulaaiU and as far as you want to oo. As far u cuttihO 

21 tbrou;h the t op of the Price and it•a overly1Do fonaa-

72 tiona . yes . lllld tb-e_re • a one partieulo.r 1Dcide.nce. 'ftle 

23 Hensley well - · t: do know from lo; 11:iformauon tbat aa 

2A sho~ .1t do.es cut tbrouob tbe Lltt1e Vall•y fonauoo up 

25 abovtt . l t ' a a double duty acenar1o . Jt can bo qoo4 tor 

• 
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' you or 1t ean be bad. for you . aut tlle an-.r l• lt' & a 

2 , concealed confined trap .because the oas vas tbu-e 

3 naturally to start "tth . That's the 6rui:Ver t.0 the 

• ques t.1 oo . tt • s a coo fined roservo1.r for: that: reason . 

s Hai1 1 t: been leallng tlle qas would have eacapecS. 

6 MJI. EVAN~ : You • re not neceasarUy sure exactly vbat tbe 

1 extent of that reservoir is . Roweve.r. you at1t relatively 

a ce.rta.i.D that there s.s a conU.o1og layer aurrounclln; this 

9 vu Uelci . Ex;acUy Where that boundary la you aay 1\0t be 

10 Able to tell me riqbt now? 

n Kl!. . vt:L$0»: 'l'he t:l)nh.ninli! \ayer , I do teel 1~'a tlll!t ~pe:r 

12 po nion of the Price because on tbe g&~~~~a ray loqa the 

13 

,. 
tS 

top of t.hu sand un1 t t.hat we •·re tntuested in is encued 

1n a abell - .s. very radioacUve shell . That llllkes an 

.a.ed1ate c:4p . And ·perhaps over tue 1:bere JD1Vbt have 

\6 been s011.e aeepa,_e thrau<;h that: fault, hov e"ex slaw, bow 

17 ever lit t l e , Whlch might allow for an explana~on of whY 

18 &ollletimes you get ahallov shows of gas in tbe sballowr 

1; beds . !lot ac ouaulad.ooa , j usct sbow.s . 

20 HR . EVANS ~ All r tvbt . I understand. 

21 KR . WiLSON : Good queatioo . It botbera al\ of u& somet1aea . 

~ KR. ~ANS : We l l , t ' m sure 1t does . 

2'l HR. WILSON: Bu t l feel eo nfldent that lt is a «.nfined 

~ res~rvoir . 

.-.s HR. EVANS : Sut tbere .1JI ~- I know in s011e of the c•~•• t.bat·O 

48 



• ta a eurfoee elQirea81on ot inchta.aecl frac:turl.Dv fro~~ 

2 afttlcllnes en4 folda . 

~ Ma . WILSON : Sxactly . 

• HR. EVANS ~ And obvio-u&ly we ' re taUting about: 4,000 hot -- or 

~ 3,500 feet ~~ay . Tbere• a not aueb of ao indication of 

6 surface e~re~sion of these taall •1nute cracks. Do ~e 

7 have qround ~ater problema? Oo you bave 

a Hl\ , ~n.so~ : No . Th1s vets cocpl1cated because tlle out 

9 cropp1ag fonusnooa are Green Briar ana we b&Ve ( 1a-

to audible I t.opoqrApby. so that in 1 tael.f ia a boneycollb 

11 ot wbtch roc k and --

12 HR . EVANS : Good o ld ll.aleaton~ . 

tl MS . vrLSON: &xactly , fr1endly 90od old liaestone . Tberefore , • 1• it m11.s1ts the effect o f these faules lf U\ey abould vo to 

ss tbe surface . t do not. ltnow if they go to the surface . 

1& As you s ee here , 1 hove termtnoted them in Little Valley . 

t7 A# far as t he loa data goes , there 18 vetY little to Qo 

111 repet ition ln t he shallower beds on tho wells in ques-

1!1 t ion . 

20 ~R EYAI~S : Okay . 1 ' o <lone, 

21 HS . H.cCl,.ANllA.HAN: Those ore a.ll tile questions 1 bave lot' Hr . 

:12 w ll non . 

~ KR. CHAIRMAN : ls there any ga~ r e•etvolr near by -- deep•r or 

;o. f urthll-r to t11o eout.b , furt.bor t o tbo north? 

~ HR WlLSON: TWo of tile wells t.not were drillod in ~· aarly 

• 
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1 Grove rteld vere taken as deep as the C11neb S&lilstone. 

2 Tbere vere s.bows of qas 14 tbe Clinch zzot large oougb to 

3 be eeonollt.ic . 100.000 clll:llc feet was tbe va.uoe and one 

' of t.be lll!ll& was drUled by Tidewater. Th!U'8 were al.nor 

s aecwau.lations of oo eo-etel.al copeequenee JlB· far u the 

6 dee9er forastions . 

7 MIL c::::.\.Ili.MAN: What about as far as nearest reservoir ancS 

e sitl1la.t fonaauon •• sue fo.raat.ton7 

9 MR. WILSON : ln the Prlce? 

10 MR . CIIAIJl)(AN ! Yea . 

11 MR. ~ON: Hone to 1117 ltnowle\2ge. No place alonq t.bi.s trend . 

1l This vUl be the first production 1n this Greendale --

13 th~s 1s the first Production 1n the Greendale synclin-

•• otlUII. Tbere are nQ other p<iol.s i .n th1s trend. 

1s Kit . O!AlRKAN t Ok-ay. My other quesuons? Thank you. 

IB (Witness s-tands aside.) 

11 HS. HcCLANNMAN L 11e'd hke to call Steve Wilb1u:n . 

18 

19 S'M>VEN WILBURN 

~ a W1tness who, after nav~n9 been previously 6WOrn, was 

~ ex4Q.lnud ana tesu !led 48 follows: 

22 

Dlll£CT BXAMDI.ATlON 

24 

25 BY K$. HcCl.ANltAHAN : 
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1 Q . 

2 A. 

l Q . 

4 A. 

s Q . 

6 A. 

7 

8 o. 
9 

10 A. 

11 

1'2 

1:1 

"' 0. 

15 A. 

16 

17 

18 Q . 

19 

21 

could you s~ate yo~ fUll an• !or ~e record,, plene? 

Steven A. Wilbu.m . 

Atld your address? 

429 Oakhlll, Ab1nO~OD~ 

And you pro.feasio n? 

I ' m vic e-pres.tdent. of aarkctin; and supply M'itb Virqi.nio 

Gas and a petroleum engineer. 

What are your res-pO!IB.lllU1Ues and dut:las u v1ee~ 

president? 

t ' 11 respoJ151ble for the merltet:iDq effons of ~e COQP.any, 

alae ! or Sllpply rel .. ted project.&, o~ plpellDes, and t:be 

diatribut1on pro)eet that: Me jre looking to develop and 

also tbe C1evel opmont of tbe Sarly Grove storage project . 

Do vou hold any lic~nses? 

l'm a reQis ·tered prQfesa.lonal enqineer tn the state ot 

Kentucky and have a pend.in9 reg1st·rot1on 1.o the state of 

V1rg1nla. 

And cou1d you 91ve ua .a brief blstory of your Mor"k 

experience . please? 

After graduation from colleQe 1n 1979 1 started wo~k M.ltb 

Ra.U 1b urton Ser'Vicel!' down in. Louls1ana -- tbe "outaialia/

Texoa / Arkansas reqion where :t was tlie dtatr.lct enqi.neer 

for- Halli bur ton ovet-aeeing thclr co111,pletion well bore 

test.\.1'\Q end st1mulataon eerv1c:ta a~ tbe CUll tbent . 

After thnt l worked witll lUI lndepe,ndeat prcducer lc the 
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Appalach.l~n .Buill for t'enneuee and hnbldi.Y .there 1 wu 

•ana9ax of ope~a~1ona of tbe1r p1psl1oas ~ production 

operac1ons . t then worked for ayself as a consulting 

pc~troleUII e1191.neer .1n the Appalachian 8astn tor a few 

years before then 901n0 to 6J1 independent consultant fira 

where 1 dtd consulting to 41Jitr1but1on c:oepan,tes for 

natural gas - - natural gas d1atr1button . Atter that I 

worked w!th sast Tennessee Natural Cas, Tenolco Coa;any, 

t he co.apany that bas the intenute pipeline 11hare 1 was 

respons lble for all o f their supply acquisition for tbe 

pQa t four years. I' ve been ~ltb Vlrg1n1a Cas stnc:e 

January of this year . 

Are you a ~eaber of any professional es soc1ations? 

Ye~ . soc:let.y o f Petroleua &no1neers . 

tS KS . Hc:CLAlmAHAH; I ~uld suba1 t. Hl' . Wilburn as an expert 

16 

17 Q. 

18 

19 A. 

2.0 

:t 0 

22 A. 

2'J 

2~ IJ 

~ 

v lt.ness ln pet.roleu. engineering . 

( Hli KcClllnnahan c:ont tnue s .) When cUd the develop&llut o f 

the tarl? Grove Gas and 0~1 Field begin? 

Oevelop~ent. f i rst be CJ&D back i n the 1930' s and had 

cont l nued Ln soDa pbase from t hat t1ae fo~ard. 

~en w~r~ tbe ! l r s t ~e ll~ placed tnto production? 

l n rhP 14te 30'& t he 98& w&$ sold throu9b a p1~el1Da ove r 

to Srta t o l , Tennes see . 

Ml2 how cUd V1 r o1n16 Gas C011pa.ny beeoae 11'1volved 1n tbt 

develop~ent o f the t a rl v Grove F1el4? 

SCI 
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A. Well , 1.t we can look at: tile 11ap that: w~ bave on the 

screen here . V1t"QUUA Gas from been involved 'in the 

product:ion a.reas 1n worJc.1rlo to move tile1r Q&a ':<o au:Jcet 

WAS lookin9 at: additional outlets to sell t.he qas , Pr08 

voru.n; w1til tile people in the cOUIUD1t1es in ntal.i:iDQ 

that there was a strcno need for VirQinia GA8 to he sold 

and be available to t:be local realden~& v~a cas 

endeavored on a project ~o develop soae 41Str1but1ou 

companies that lfDUld allow qaa to be sold to all tbe 

local a:ceas. AS you can see by the ti.nes that are !n 

o,r anqe, t.he.se a.re soae of the projects tilat V1TOin1a Gas 

1.B working on . currentl y Uftder eon.st:ruct.1oo we haote this 

proJect. ;oino over to Castlewood, Virginia. to the near 

future we would like to run our l.inea over to Labuoo and 

tben out t o s ome of tJ>e a.reu in Vise and. other areas . 

AB ve • ve t.alJted about earUu. one of the pt"'bleas or one 

o l tbe con.c·erns you always have with develop112Q distrl.bu

tl on pro)e>ct.s 1& how do you lum41e the peaks aniS bow d o 

you handle the valleys to keep your supply on a level 

b~s u . s l.nco 6ast 'l'enne,ssee Na~al GU -- tbe inter

sute pipeline does not. bave a lot ot al1l:S1tional capacity 

<\t an econo11tic c:os.t. we hcd t o coae up w1 t h another 

.tdea, ol ong 'fit.ll su,pplyino production ~o loeal areas, how 

to keep o good steody sqpply -- 4n e conoa1e aqpply. Wbat 

"'t> dec:ideO to do was try and develop the lady orovo 
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Field " a s:uwle11ent to our p~ducl:.i.on a:s l.ori t4lkec1 

2 about . Ill tbe sumaer t.iae we CAD devel.op - p~ oa:s 

• 
5 

9 

II 

t~ A .. 

ll 0-

,. A. 

from our projects - from our development areu who. the 

qll& 1S not needed and pu.p it 1Dto the Bar.ly Grove P1e.ld 

and ln. the winter t::lJDe when tbe -res1c1ent1a.l areas and the 

businesses have a hloher need for tb.e oaa we can then 

pull both the vas out. or tbe 'Sarly erove field plus the 

vas out of production break for assurance of .supply and 

basically potential sources of svPPlY. 

1\s a uusl ler version of tbat 11ap, .is that Rxhtb1t 19 aa 

we have sUbQ1tted to tbc· Board? 

Yes , 1t u . 

Old you supervise tbe makin; of tb1s •ap? 

t5 KS . Hcc:LANNAHAN ; we ~uld subait that as Exh~1t. 19. 

15 Q. 

!1 

18 "· 
19 0 -

20 

2J P. -

12 

Zl 

:• 0 -

2i 

(M$ . HcClannaban continues .) "Ia Virolnia Gaa propoalno a 

storage project by this application? 

No ~ we're not proposing a atoraoe project at tbls ~e. 

What is t:b• r~l.ief that ' s actuallY reque.eted by VlrOil\l.a 

GaB CoJIIPIUIY Ul l t; ' a appl1c.ation? 

we ask1~9 Co r the abil i ty t o oo ~n and test the four 

uni ts that we •ve identified ud detenaine 1f tbey are 

viAbl e for s torage . 

onc e the tes t~nG ~e c ompleted then you wou14 re~urn to 

tb~ Boar d for 4n approval of tlle c:oa.arcial ator•;e 
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l A. 

4 Q. 

s 

6 

7 " · 

II 

II Q. 

tO A . 

project or operate tlllder reQUlatiou U they are propo .. d 

by that tue, u that correct? 

Tbat' l correc t . 

If a stonqe reservoir 1s feaa.l.ble 1n the &uly Q'Ove 

Field, how lon9 vollld you eJCPeet for the proj.ct t;o be 1.D 

.xJ.stence? 

Tb1.1 project could be .1.n ~enc:e for another nrenty to 

ftfty years - as long u lt' a ec:onmU.c: for t.ba area . 

ls this consistent ~ith other Biailar projec:ta? 

Tbat•u correct . As we noted earlier, soae of the f1elc1a 

11 have boen 1n pToducUon a1.nc:e the early 30 ' a and they• re 

12 

I) Q • 

, .. 
l!t 

16 

11 

t8 A. 

19 Q . 

20 

21 

V A , 

still 1n continuous production . 

so that means that for the lando~era 1n the Barly Grove 

on and ca.a Flold o.nce production ta depleted 1D that 

field they would st.ill be able to have inco•e fro• t.biD 

particular fleld il 1t was converted to a etoraqe fteld, 

11 that r19ht? 

Tbat • s rtQbt . 

H " s t orage proJect 1 6 not allowed to be teated 1D the 

to..rly Grove Flelo wben tlle royalt1ea t.o the landowners 

most likely be ter.1nated? 

Produc tion ebould decline to tt.a ec:ona.ic lillit wtthtn 

the next t wo t.o ttve years and all tlle welle will then be 

shut ln and pluQQed . 

could yo~ l ocate t.be ~ella tha t bave been drilled wbtcb 
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• 

T 

Z A. 

3 

• 
5 Q. 

6 A. 

you plan to test as gos stora~e wells . 

Ye-a . If we vere to look a l hhtb1t ll of the epplic:aUon 

for un1 te we have diBeuaeecl earlier . tlle 88. tbe 89. tbe 

103 and ·the 105 . 

Ho" did you choose these p~Uc:ular wells for tellit.1ng7 

We chose thea by their loc:auon within the Prtc:a suuS and 

7 in our 1den~t1eation as ~o Price sand as a viable 

e pro)eCt . otber factors that coae into play 18 the 

9 location and prolC.illity of the wella to a rea41' IUU"k.et . 

10 Al.ao the p1pel..Ule taeil1ties are already ex1et.in;. We 

11 feel v e nave o fa1rly -- we are real certain we have a 

12 defined teservotr !llbic:h provides the tnte'Jt'itl' we need to 

13 

14 

I!) Q . 

16 

t7 A . 

Ill Q. 

19 

22 

::>:1 A • 

2l I 

2!> ! 0 · 

store t:be qas and olso that: there are no otbe.r 111Darals 

1n tbe area that would be effected by th1e pro~eet . 

At what depth has ;as produettoo fro~~ t .be unlts been 

found? 

In t he rAnge of 3 , 700 to 3 , 900 teet. 

Vhot ~6 currently be1DQ done with the qa• that's pfQdueed 

!ro~ the wells 1n these units? 

currently tbe ·w.alls are 4ll shut 1n. 

And are t.he royalty owers re(le1V'1oQ any aort of payaet 

dur1no tb1e shut 1n parlod? 

They r.e ::~tve a sbut in payaent. whieb 1a probably at1 

ave.rage ot 1250 per well. 

tn your opin1on , wb1eh foraot1on 1a moat capable of 

,. 
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B 

9 

A. 

Q. 

1\. 

o. 

at.o.rtng c;u 1n tbe Early Grove Fiellt? 

Tbe Price sD.Dd. 

Voulc! t.bia 'EArlY Crove storage teatinq proVide an 

extension of the Wleful life of the Barly Grove l'iftllt? 

Yes . very ~c:b so . 

CIUI you describe the storage - the 4Ctt1Al testing 

proposal as we • ve been talktng about the bigger picture 

of what we would do wttll a etorave Ueld 1f our testi.Qg 

proves successful? 

10 MS . H~: I t.bitlk Ults particular part of steve's 

II 

12 

13 

,. 
IS 

16 

17 

1ft 

19 

..0 

21 

22 

2l 

24 

;>S 

A r 

tes tl.l1ony will expl!U.D to you the relief thllt we• re 

actually requeiJUnv in t.b.1s applicat10D, D.Dd that is how 

we pliUI to taat the four we~~a that are 1.D eac:b of these 

units using E.xhib1t 20. 

(The witness continues.) Using Exhibit 20. what we plan 

to do on the f our wells is to vo into the walls and 

actuallY reaove the tubing that ta currently 1n the 

well s . There 1e an 1nch and a half tubing. Ax!Cl we vculd 

remo ve that well . go in and verify the TD and verify the 

J.nteqr1ty in t.be botto.e of the bole. lie would then pull 

out IU) d r1g tbt> weU head up for- 1njectJ.on back into the 

well . Tins is su.tlar to what we .ould do in all of the 

wells. Ill 1 of the four wells are pretty auc:b siallar on 

tll-e1 r down hole co1Dplet1on tecbni.quea . We would tho, 

llke I s ay. r19 up eve~ing f o r injection and bevin on 
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• 

• 

' 
2 Q. 

3 

' 
S A. 

6 Q. 

injection and fall-off testing pe~ tor the teat. 

Well EH-89 vhi.c:b .u also referred to u the Dure 11 1Jt 

Wbat 1& described on the diaqru u SXht!lit 20, ta that 

correct? 

That' s riobt. 

This d1Aqru a.hova that one -11. You have pr:opoaed four 

1 · '!ells . Would the diaqru for the other three wells be 

8 

9 

10 A . 

II 

12 

13 

1.1 Q . 

ai.JIUar to this e.nd would YQt;lr qpenUona pxopoaal for 

te.tinoa also be alailat? 

Yes . All the vella are s1.111llar except !or one well which 

has four and a ha1f eu1Dq, but all the wells are 

stlllll.r. very euah 1dentical, an4 the tasting proqraa on 

each of the four vella would be the sue. 

What eon81d.eratl.Oil8 bave detereined the cbarac:ter1.at:1c:s 

IS of this operat10D5 plan as yoU've describeG it? 

111 A . Well , we've oone and evaluated eaeb of tbe four boles and 

17 looked at the111 - determ.l.ned -- ver:ify 1n our a1n4s thot 

111 they were sa[e and tbey do bave .1Dteqruy. We have vone 

19 in and ran a rehall proqru on our pipeline t"o verU'y the 

20 itlt.eo;rity of the pipeline and also from loo"kibo at other 

"21 v ena. otller storaoe projects., and eoapared tho ~0 ~at 

~ we 're tryino to do here . 

Zl Q. wu Elth1b1t. 20 prepared by you? 

v A . Yea . 

25 )4S . Hc CLANNAl:U\N : We would subeit. tllat aa our 8xh1.bit 20 • 
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12 

ll A . 

, Q , 

15 A . 

18 

t1' Q . 

18 A . 

19 

20 

21 

22 

2J 

24 

~ Q • 

(Ma . Heelannahan cont1allea . • Wlc.b ngard to the nbabil

ltatloo and lll&intenance oo tbe pipeltnu. hu that 

already been condac:~ed at thia p .articular u.a'l' 

Tbe rehab on the p1pelt.nes bu bee carried oat at thU 

U.ae . 

Ancl wttll what 1nfon~at2on did thU rebab provide you? 

It Qave UB a &0'01:19 feel.l.DQ - a c~ortllhle laval tllat 

our ptpeUne was sate and they ve cUd have a good 

.1otefJ1".1ty of tbe p1pel1ae to do the teaU.OQ oat we're 

proposi .ng . 

An4 did 1t also prepare the pipeline fo.r the reveraal c;at 

gas f)ow7 

'tea , it did. 

Have vou also hydro teated the pipeline? 

Yes . We hydro tea ted the pipeline and datendaed that ta 

wa. a sate, sound pipeltne . 

C4D you e Xplain what a hydro teat la? 

A hydro teat 111 a aaatter o f pumping water into your 

p lpel Lne . For a test.1n9 aed.!UJI of a pipell.De water 1a 

tbe sa feat aec11w you can use . we fUl the p1pel11te wlth 

water, pressure 1 t up, leave p~swre on the p1pel1ae for 

elght hours or more and verifY that there are no leaka 

aa.d tha t there 18 no Pt"!lbleo Wi th the pipeline . Tbat waa 

done and we c11d have a s afe p1pel1ne. 

H~ -.111 you detera1ne it the Prlc:e ruanolr t.a 6ll 



• 

• 

• 

appropt>1ate forwauon for acoraqe? 

8Y teat 1nq of t.he vella - wll~ gather a lot of preaaure 

3 data .lDfonuuon. we• U qe~ 1nfonat1on •• far u 

• deliverab11Uy rat-es , bow the fonattoo 1.Djecttoa ratea 

5 1nt.o the fonation. Ve will reeord our praa.Sltte .1Dfona• 

s Uoll . rroa all tlu.e 1nfonut1oo 'f9'll tbeo 90 back and 

7 

8 

9 

10 o. 
n 

li ~ . 

13 

l ol 

evaluate to 

to evaluate to deteraiDa 1~ it 1a a aafe, aound foraatioo 

for tb~a prolect. 

can you explain the .lDlecuv~ty te.at t.bat yOU plan t.o 

conduct? 

ln t.he inlec:tivity UJit what we will do, ve will inject 

lnto each of the four well.& . Vhlle wa are 1nject.1ng 1.Dto 

tbe vella we will record pressures and voluaea injected 

IS into each of the wel.l&, analne tbe cS.ata 88 we U. 

16 injecting back i nto it and deteraiDe bow lonq ve DUd to 

11 inlect . -'fter a period of 1.ftjection - wUl t.ben c:loae 

18 tlle wells jo, watch the preuure, 11on1tor the pnaaurea 

19 that folla o U on eacb of the wula , record t.hat prea· 

20 sure, use that for ana.lr-in; . And then after t.hat we 

z• will then turn around end do anotber 1.ftlect1on ·-

n 

2l Q . 

extended lnjeetion teat to qatber additional 1nforaattoo. 

Bow v Lll vou aonitor tbe gea tbat•a iujected into the 

~ Price Forwat1on7 

2S A. • Eacb of the four un1ta ~e·re proposln; baa an ••tar at 



• 1 each wall ancS the uount of QU U recorded on a cantinu-

2 ou. basis with preaaure and ~e and valu.as that vill be 

3 injected into uch well. 

• HR. EVJUfS : s1.aultaneoua aU four vella or one at a t.iu? 

s HR. wn.stJR.N: We ' ll probably 1Djact all of thu alaUl.taneoua-

6 ly . 

7 Q. (He . Hcelannaban continues.) Kr. Wa.pler previoualy 

8 asked you the queati.on as to bow you - once this teat1D9 

a bevina and you at-an to withdraw vaa fraD eac:h of thue 

10 wells. bow ~ U 1 you deterai.De to whoa the QU bel on; a-? 

" "· We ' ll first go to B~1b1t 21. I have a nuabar of 

12 exb1b1t:s here that will explain vhat we plan to do as far 

• aa aonltorlnv tile vas ooinq :in and cUacipber vhat co••• -... 
back out. 1f ve ;o to 21, this is eUtcal decl1De 

t5 curve - an exuple of a tJP1cal Clecl1De of a wll .1n the 

tS Prlce sand . Now, this CNt"Va represents -- oo the left 

t7 band aide 1t represents the production rate on a aontbly 

•a buis . On a.ny well you a tart out with a biOh rate and it 

t9 dec lines ove r ttDe till the well reaches ita eeana.ic 

2l) 11fe . 

?I Q , Hr. Wilburn , before you QO on , each of these ltxbibita 21 

22 throuoh Z4 are all exb1.b1ta tbat you prepared u a c-••~lt 

2l o f oc tuel data on wells that are pr.aantly 1D the l!arly 

~~ Grove Field , ia that correct? 

2!1 A • That Is corce.ct. , ~t'ld tllta vuttc:ul&r c:ut:'le ia Ill\ ao.t.ual 

• 
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3 

• 
5 

6 

1 

a 

9 

10 

II 

12 

13 

I. 

15 

IG 

,, 

~e of ·one of the wells aruS it 18 repres&D~tiva of all 

the wells 1ft tbe PUce ~ielcl. As you qo with the c:gne~ 

on tbe bottom axis, this 1a ~iae 8tart1DQ at t~e :ero 

when the well is Urat brought int o 8.9 which ia -89 

months and that 1S wbere our production 1a currently on 

t.bts well . So .• as you see, we have a decliniDQ produc

tion over the life of the well. As we talked earl18.l", 

for- a naervotr these curve.a are 1n41catJ.ve of all the 

parueteu within t.be Qt-ound. Tbey•re indicative of the 

st.ze of the reservoir, the pressure you a tart with, tbe 

peroellbility and the poro81ty . "J'heae are all iDter

related and these are unchanvin!il characteristics. so for 

a well -- this curve over the 11le of the well -- lf it. 

tben becomes a storaqe project ~a well would eXhibit 

this &Allie declined. c:urve every year basel! on the uount:: 

of ;as thu 16 1D tbe well . We then vo to tbe oaxt 

curve - ·..-

19 HR. HeGLO'iHLIN ! Exc:ose me, What 1 a the table on the riqbt 

19 band st.de7 

"211 HR . WTLBURN~ Tbe tllble on tbe rlqbt hand side ihl'i.icataa the 

'?1 

22 

Z) 

2• 

25 

A. 

preaaure of eacb of the wells - the initial preaauru . 

( The witness continues.) A8 we 1n41eated, the pressure, 

porosity , permeability are all i.ntar-related functions. 

Pres~~ on this particular well atarted. out -- tf you 

l ook on the r1;ht hand side, it started out at apprax• 



• 

• 

• 

1 

2 

iaat.ely 1, 200 pounds a:nd 1t' • d•clined over t!.ae witb 

tbe - jWJt the black squares . so J.t !Ifill daaline just. 

) lUte t.be production rate declines . If we ;o to JSxbibit 

·• 22. our next curve, we bave the aa~~e pf'Oduc:~Qn decline 

s rate, tbe sue well , but what I bave done a 1Dc:l\lde4 tbe 

& c:UIIulauve production and that• a shown on tba rtgbt b11md 

1 &lde of your graph . on tbts parUc:ulu well C\mll1ative 

8 production in tb1s well 1B a little below 250,000 KCY. 

a As we tAlke d about earlier, all of tbaaa f&c~ra are 

10 1Dter-relatad . Tbe uount of qaa - bec&~aa we do have a 

' ' coDfined eontatner, the uounr: of gas, the porosity, all 

~~ tbis , these are unc:ba:nq1nq cbaractartst1ea for thu 

!3 

·~ 

curve. so tor this put.1culu well tbe. c:uaulaUve curve 

vblcb 18 the dArk blaclt curve and tbe decllning c:urve Are 

IS 1nter - r elated . At lllDY po1nt 1n Ule well'a 11fe. depend~ 

ce :1ng on the uount of gas left within tbe raaervoir, you 

11 c;Ould go t o th1a cWiulat-1ve curve and drop down to 

Ia decHne curve and f1qu.re out -- you ' ll bava a voo<1 

19 inc11c:aUon of wh4t this well would do froa tbe.n on . Vbat 

20 l bave clone on tbe next chart , exaJiple 23, la addreaaino 

21 -- .I que as we ac!cSJ::essed Benny• s queauon earlier - bent 

22 will we deftne the aaount of gas - tbe native vas tbat.'s 

~ i n the formation . BY having 1nd1vidual aetera on aecb of 

2~ tJie f our weUs and :record.1og tba volUIIe that voea bac.Jt in 

·~ eacb w~l l, wbat ve do on tbl& production decline curve 

61 
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18-
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20 

21 

22 
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Q. 

A. 

and tlUa cllQulot1ve curve 1& aar;ely aove hac.k in U.aa. 

We bav& -- t.be l~\l repre11enta tbe uou:nt of vu t.ha.t ns 

taken o~Lt o! t!Us reservoir. If we now go baclL 1n ancS 

fill this reservoir baa• up we can backtraek on (his 

cumulative curve a.nd. then drop down to our decline to see 

what rype of production rate we would bave . For 1n

stec:e , 1f we go baclt al)d we 1Dject 50,000 HCI' bactk into 

the well ve CClll bacltttaclt on our c:uarulattve c:U.rVe . since 

tbe ~ cu.rves are relateiS ve can than jll$t drOP down to 

decline curve and thot &bows us where o-ur c:u.rve produc

tlon would be 1f we had t.bat lliiOWlt of vas- baclL in the 

reservoir . If we 1n)ect 100 cubic teet back in the 

reservoir 1nstead we backtrack that auc:b further on the 

cUlllulative curve beeause we•ro juat vo1DV back ancS 

U111nq tbe r ·eservoir back QP . ve • ve aove b ac:Jt 1D U.e 

on t:be produc:Uon deellne curve to a point at vtuc:b 

delivery would be quite a b\t bigbar . 

~e po1nt at vb1cb yoU arrive on tbe procSuctton decl i ne 

curve ls the productlon then that you would be paytn; ·to 

tbe landowner , ~a that correct? 

'1'1\a~· s c:orrec;t . If - ;o over to ou~ next curve, exaple 

24. tll1s "18' the-- we ' ve taJten tl:le last curve ve loo'kecS 

"t and extrapolated that curve into the fuuu:e . we •ve 

taJten current time, productJ.,on hlatory ed t.ban into tbe 

cvture- ~e bDVe the cumulat1Vo p~duct1on curve . we 



• ., have t.ne ll18tory of tbe 111811, t.ba decliJ:Iil c:tu:va. that we 

~ bave all! en llP to t'ftia tue which i.IJ prod.uc:tJ.on h1ab;lry. 

::1 At current time we know what tbe. level of produetion ia. 

c As you ean by the pa.et llla"t.ory, it 'a a fUrlY etraioht 

s . decline on the well. 'l'bis well will el!tbUJtt tbe sue 

6 decl1:ne ln the future if nothinv 1.s done to the well . so 

1 llle have a proj~eu.ve eu~e vbicb 111 the 1l&t1ve vaa dap'th 

8 Vitbin the formation and. what would be withdraw . If we 

9 then qo 111 and 1113ect gas -- and I talte our last exuple 

10 wbere t say we 1njected 100,000 into the reaervoir that 

11 aoves us bac)l; 1.11 out c:UIIIuht~ve tiAe 11.114 that tells ua 

12 wbat tbis well wtU exhibit in the fut.~re . U you looll. 

13 at the jw:p llP and tbe decl!..ne aiU"Ye , we aee this the • a11ount of qu t.bat will inlec ted into t.boae reservoir. 

IS We tbeo - we know wbat our production will be in tbe 

16 fut.ur"e fr0 11 all of our b18tory . t'TOII this projected 

17 curve 'lie ~no" "'J\At we sbould lWIP up to baaeel on Cbe 

18 4Count of vaa we lJUt baelt in the reaarvoir. 'l'he d11fer-

19 enee between the two cUrVe& u vas tba't Virq1ll1a Ga~ 

20 lnjec u. the re11a1nug 'JU 1s native oaa in Cbe foraa• 

21 t~on ~ What -we do on the w1 tbdl;'llt~al per !ad is ,. would 

Z2 canti.n~e to pay the sue rayaltie.s that the lan~ere 

'23 would see -- lf nothino happened we 1Qtend to pay Cbe 

~ same rQyalties . but on tbe ~lec:ted vas tbat woQld be oas 

lS ~b&t \~ no~ nh~1ve ~o the to~at1on ana the royalty would 

• 
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A. 

not be pai.d on . "tblSf: w.aa paid b&cll. in Ule field Wben lt 

was or1'1111al1y wtt!lc:tr111m leo. tlle produc:UaD areas . sa. 

lUe I say. we have a projec·uve c:,urve froa la:lcnr1Dg cat 

the well bas done, knowing thot the ehara.ct.eriatica of • 

well d)) not: cbanve, have. a projective cune mowing tehet 

.t.t will do .1.11 the f'uture . BJ' putti.D; a kncnm qua~~titY of 

gil& baclt into the ruervo1.r we know bow we're gotng to 

c:ban;e thls curve, bow far baek in uae we're Q01DQ to 

move back to vbat the well Would }lave dcme on;lnallJ' •. 

But the d1ffe.renc~ between the tvo - we la:low llbat tlU! 

945 1s. Virqinla ~s· qa.e 1s. cOJIUiq out of the reservoir 

and w·e k:naw it lan' t native gas that's being withdralm. 

And with reg :d to the native 'lAir that's being withdrawn 

you will be pay~q tboae lani!oMDara aecord.ing to your o.11 

ana vas leas.es on thls property, ilf that. --

'l"hat • B conect . \te '11 c::ont1nue to pay our lease OMDara 

u H not:binO waa qotng on 1.n the fidd. 

s o in other words. durlhg the teattng petlod the led· 

own.en would not be able -- there will be no atOlJPi.Dq of 

tbe payments to tha.? 

That' IJ aorrec:t . 

2'2 HR . CHAIRMAN : Are you saytng t.hat - I •av be geUi.DQ 

2J confused o n the tentinoloqy. 7ou•re dea.'U.IICJ Wltb one 

2.• well. 

2S Hll. WIUIUJIN : Rtgbt . 



• 

• 

• 

HR. CHAIRMAN : You • re aat1no that well baa 1t • a own unique 

2 reservoir rather than the reaervoir t:rap that we• re 

3 t.eytoc;r to teat? 

• HR . wn.straN : W1t.h1n the 1.1.A1ts of tbe uau t.hat ~~e• re voiDv 

s to conduct, which 19 a very abort period taat, it'a not a 

e lono extended teat, yea, on a abort period teat the 

7 reservou . althoaqb it ia diacoonecte.ct, 1t'a baalca.lly 1111 

8 

8 o. 
1•olated -- no isolated, but 1t 1a a conteiDad re6&rVoir. 

(MS. ttc:Clannahan coot1nue.s . ) And the preaiJUI'ea that 

tO you ' re us1nq t o ln)ect the oaa will oot exceed the 

" or191nal reservoir pressure, ia that nobtt 

12 A . No . we will not exceed or1q1nal reservoir preaaurea 

tl <Silr-inq tbe testa . 

t• MR . c:HA.D\HAN : '%'he reser-voir pressure for that waU? 

t5 Hll . WII.BURN : '%'hat • a correct . 

16 KS . HcCI.ANNAHAN: Riqbt. . 

17 HR. CHAI~ : Do you lalo• the reservoir pressure for tlut 

18 entire reservoir? 

111 HR . vn.amm : Yea . original pressures in the field were about 

m 1,400 pounds . 

21 HR . CHAIRMAN : And you're goinsr to stay below that--

22 I(JL W~LBU'RN : Tbat •s correct. 

~ HR . CRAlRHAN : -- for the field as well? 

l" MR . WTLBIIRN : Ub-hub . 

25 KR. Mc:GLO't'1U.t'M ; so ynu " on•t. be tJ:YS.t\q to put Ut.yaGl'e vu 



• back into tbat tu•ld than was odvaally there? 

2 HR . VD.BU'RN : Now -

3 HR . Hc:GLOTHLm : or orlqiA&llY froa tbe Ure~ -

• KJl . WlLBUBH : Ho. J\Lat durl.nv this teaUJl9 pbu• we•re :JWit 

s tryinv to put e.oouoh qu badt uto lt to acQUUe t.b.e ctata 

11 we need to furtber evaluate and anal~• the foraaUon. 

1 we don ' t have the t~e-- we don't need to put tbat .uch 

11 vas baclt lJlto it . We'll lUSt have a 1.1Aited aaount of 

9 oas oo into tbe fon~at1ons . 

10 KR . CHJURMAN : Do you bave ovnet"abtp storage r1oht.a7 

'' KR. WUJIURN: Ye.s . ve have acquired atoraqe riobta on tba 

12 leases on the welle . 

13 H:R . BVA.NS : on the map the.re•s f our wells located . Are there • •• aay wells in between - you •ve c;JOt two separate areaa . 

1S .KR . VYLBUIIN: to between those there arell' t - tber·e aren • t 

18 uy addit.1onal welU between tboae wuta . 

11 HR . ~>VANS : so these ore pretty 111ucb on their own . Are tbe.t"e 

IB adjacent wells eltber on east or west or e1tber? 

19 HR. vrLRURN : There are •oae 

2D tfR. EVANS : Ap.d what ore tbe d1stanc:ea? What are we talktno 

21 abou~? 

22 HR . Wlt.BUIUI : There are !lOIDe pluqqed and abaodoned well.a off 

~ t o the southeast that have been pluooed and abandoned. 

:~ Vou •re ask!nq about t he 11a1ts ot the reaervolr . It 1G o 

a t a i.rly defined reaenoir becau.a.e ot e011e of tboe• ~lu~d 

• " ,, 
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• 
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in abanctoned -lls. Tbere ue sOJia other w"lla but they 

2 do not co throaqb tlle Pr.icce FOC114t.iOn. 

:l HR. EVi\.lfS ; HY e~ein conce.rn was 1n between the tMO WUt.a- u 

• opposed to - on the outa~de wu the queet1on . There 

5 a.tcbt bave beea another well dr1llel1 faJ.rly close to the 

6 next wue boundary 4Dd t tbougbt I a!gbt ask aboUt that 

7 - 1D betveen those wells -

a HJI: , WI:LB1JRH: 'rbat's conect . Tber~ are- yeah, in bebnten. 

9 KR. CHA1JU(IUI: nave you c1ooe llll 1DVentory of all the veUs 1D 

10 the held? 

11 Hit. WILBURN: Yes. we have. lie have qone 1n and t"esearcbed 

t2 and gone back: to t.be othe.r records. There are aoae old 

Q pluoved 1n .abandoned we.l1e and t.bey have all baa 

ident1f1ed and located ana - mow were they ~ are 

1$ withlll the field . 

16 MR . CHAIRMAN 1 

17 time or 

11! ·161 • wn.BURN ~ 

19 wells . 

Do you plan to do anyth1nO with t.he.aa a~ tbia 

l have • a onitorinc plan put tocether for the 

Wbat we plAJ:I to do is we have ~danUfied all of 

20 tbeJD and located thftlll, we JQlow where they are, w have 

21 them marked. Durinc the testing -- there 1& only one 

22 we ll tbc1t 1s within the bounds of where we will. be 

~ testinq . % bave so•e exbibits . (Pause.) Tbla 18 a plan 

2• fo r aonitorinq the plugged ttell that baa been locat•4 

2S t.het" u c lose to tbl! Dure well. Sc:C)tt A-6 •bleb va• 
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2 

3 

4 

5 

6 

1 

8 

II 

tD 

,, 
12 

&1r1Ued bllak 1Jl l..9lS. and althoLu~b tt vaa aot drilled 

ut.o the Pr iee t'orau~.uou ~b.e.t '"' plan to l1o duruo t.h• 

teet is we will go out e.nd visuallJ 1rupec:t t.he well an4 

aonitor i~ with a 948 detector b~fore we ·~ the 

testln·IJ· once we q:et l.Dto the tea~; pbue ve .u.l 

Rerio dic.Uly monitor the well and W1! will aai.Dt&i.b. 

ret!ords o f our ust cbe.e.IU.ng the • • like t: aay , vuuallY 

~spec:tinq the weli and checking for aoy s~qns of vas 

t.hat eight be around durlnQ the ~eat.. I.f We note any 

changes during tbe test ~e ~~1 eleva~e the wall and 

det&l"'Une 1 f any reaec1.ia1 ae&lila1t& need to be t.alten at 

that: t::t.ae • 

•3 HS . He~: We Would sublt1t tb.iB plugged well aonito~.in; ,. pl4n u E.'ltb 1b 1t 2 4 . 

·ts A . !The wi tness c:ont.1aaM.) If you look on t.he sec:ond &beet 

18 t t shows the l ocat:.1on of tbe. 86 ~11. I.f you l_ooll, in tbe 

11 bottom right rectangle, about tbe Diddle of the page to 

18 the right o f ~e l~e 1& the EH-89 . JUst left ~ that 1• 

19 the f:}i-10~. I t don • t show up. real well, but. just rtqht 

20 a.bove the m-es is the 86 well vb1eh iB the pluooecl Wall. 

~~ we will monitor . And tl11s l e the only plugged well thar; 

~ l S located. close t o ~hese units . 

Zl KR . CHAI~: Do you plan to run e.ny pressure to 1 t t.o ••e ~ f 

24 you have c ommunication between any of these ---What 1•11 

'25 ~;all Wttl l r-eservoir r4thtc that\ tha fJ,ald te••~01l''t 

• 
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' Hll . WYJ.BURN: we <10 plat~ to TUD aoae te~~perature looa befor. 

2 t.be test and also aftar the test to verify tbat there ia 

3 not any I)U I)01.n\l wber:e ~ woutcm•t expect 1t to . 

• o. 
s 

$ 

1 P, . 

I Ha. Hr:Clanoahan r:onUnuaa . ) You dao tuave tftiP"r&tu.re 

lol)s that have bee.n previously ran on all theae -us, 18 

that correct? 

1'bat • s correct . 

8 HR . CI:I:AIRHAN: Did those teDPerature loga on previou. teats 

9 abow any comnuueatlon? 

tO THE WITNESS : Ho. we have seen no ind1cat10J15 that there ' s 

11 gas co11il19 froa anyplace ~ae 1D tha well bores. 

12 kR . HcGLOTRLIN : )(5. Mcelanoahan , I have a cOUple of qw~stiona 

\3 

,. 
here. What effect viU the project have o.o the gas 

flelds o f the Co11Donwea.lth7 

IS tfS. He~: lJr. Wi..lburo . 

ts HR . wn.BUliN: Actually 1t tends to aue thea Dore ecoadllic . 

17 

18 

19 

2!) 

21 

"22 

Zl 

24 

25 

~f you are familiar with any of the other proctu«n 1D 

the area and as we ctiacussed earlier sbowinq -- U you 

re.lDe"llber LorJ. • s curve where it abows the pe&ka in the 

winters and the val"ley 1n the SUJIII8r U.e1 t.bat•a wha t 

b4Ppens to tbe Qae prodnc:t i o n J..n vt.rq1Aia . During th.e 

alilmer t.i.llle. it • s cut back to very low levela bacaue 

everybody doesn • t need lt, but 1n the winter tUie lt' 8 

very bareS to supply these peu d.elaands . So i t would do, 

1t would level out tbe8e vall~. tend to .ake thea a lot 
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1 nae'ter, a lot aore at-able PTOductioo lor the prodlleera. 

2 KS . Hc:CI.AHN.AHAH : ADd Ha . L&Dve.r can add to that . 

~ H.S. J.ANGSR: :rn the Appalaeb1an llu1n, aa you k:Dov, ib 

• Pennaylvan1a/~eat Vlrq1Dia area there are three larva •• 

s well , tvo larve and one nailer, nuely as. pipa11ne 

6 c:oJ~PADies that. but gas froa the Appalachian producers . 

1 ColWibJ.a , conaolidated, and Bqua•T'rana . Tbrouvb the 

e utll1zet1on of our etorave independent vaa pro4ueera 

~ connected i n our sy•'te.a anY'fay bave oot be abut 1n fo-r 

10 the last ftve or a u years du.rinv the au.au t1ae because 

11 ve base load our storave wl'th their produc:Uon and 1t. 

11 

allows 'tlle1r a tor ave to -- 1 t. allows then productlon to 

now ye&r arounc1. Md this 18 actually batter for t.he 

production fro.111 tbe wells than being ehut 1D every au.ae.r 

and then ba1Dg put bac lt on withdraw eapeclally if 

there • s any water in the reservoir at all. tf you abut 

w-ells lo pe~r1od1callY enter the auaaer towarda the end of 

1d their llfe you • re vo1nv to bave a aore rapid decline into 

19 non-econo~:~ic: produe'tion . so uainv a tor ave to al.low the 

20 p roduc.1D9 wells to now on a year round buia actually 

21 increase s the total recovery froa the reservoirs . 

22 KR . wt:LBURJl : I 'd Uke to add aoaetbtnv to tbet. we•ve talked 

ZJ o.bout tbe p roduc:UoP aide cmd the be.nefita fro~~ the 

~ prcmuc:uon and tbe producer's aide . one ot the real 

~ b~nef1ta \a also to the aarke~ s lde becauee of the tact 



• l 1f you have a plaJit out ttera operating and t.hey don't 

2 want to operate on a five day vork week, oa the veakend 

3 tbat pl6!1t sbuu dolm . 'l'ba~ pl6!1t. baa a contxact vtt.h a 

• produce~ or a pipe line and lt saya, •t'1l buy X ..aunt 

5 of ;as . • on the weekend wben that plant abuta down be' • 

6 got no place for that oas to go . so he's either vot ~ 
7 du.p 1t bae~ to the producer or be 's got to fi.Dd soae~ 

e thioo to do vit.b bts gu. Typically tdaat 1.s done .1a an 

11 1Dduat.rJa1 or a di.stctl:lutloo c:uatoaer, ba it. Abl.DQdon or 

•o whoever, the uttltty eo~any here will try ODd duap that 

n gas 1nto a storage field on tbe weekend to aaoot.h his 

12 loads . so it's very viable for both alde.a . 

ll HS . HeCLANNAHAN: And 1 "ould just add tbat. thee's why Kr • • cal1esp1e 1s here t"ept"esent.lao the RUssell county IDA and 

15 also the county . 

10 tm . WTLBURN: H . • s veey nard to t.uro your vella off and on 

11 jU!It. bllclt aJid rort.b . so this levels the whole production 

•a s treu . 

111 Kit . HcGLOTHLfN : And my last. question is a.re you a.ntie1pat,l.bo 

20 us1nq qas fro• out.s ! de of tile COJIItomreal.tb to be pla.eed 

21 l n sto ra;e7 

22 HR . WTLBURN : Vu:q1D1a cu has lliiPle production up in Dichn-

Zl son counry that they c6!1 uae for teat1Dv and for the 

,. testlnq o! ~1s project . 

2S ltS. Kcc::L.AN!tAHIIJJ : U t.he~e at:e ao further quu~lot\B tor Kr • 

• 
'Jt 
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Wllburn we WoUld ll.U to recall He. LuQer-. 

2 HR . OIA.l.RHAN : All)' furt.ber quut..1ou? ouy. 

3 CW1tneaa atanda u:ide . J 

5 

6 LAURA L . LANGER 

7 a v1tneae vbo, after havinQ been previously lllfOI'D, waa 

e exaained. and testified aa follows: 

9 

tO DI R!CT DAKIHA'l'IOR 

" 
12 BY KS. HcCLAHNAHAN: 

t;J o . 
,. 

Ks . Langer, you·ve revie~ed Virqinia Gas co•pany'a 

application for teatinv the Early Grove Field and the 

15 Pr~c:e Foroatlon ln ~bat f1elc1, is tbat correct? 

16 A . 

17 o. 
18 

Ill A . 

20 Q . 

21 

22 A. 

ZJ Q. 

~ 

25 A • 

Yes . 

And you bave had experience in other atorave flelds in 

the Appalac:bi4n Basin. 11 that rivbt? 

That ' s correct . 

tn your op1n1on .u thl.a particUlar testin9 propoea.l 1n 

t .be tarly Grove f'lelcl a viable project? 

Yes , !t 1s . 

ls lt s 1mllor t o other s t o rage projects that rou•ve been 

t nvolved 1n7 

Yes . lt ' s exoc~ly what we'll be do1D9 soon in a new 
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2 HS . 

3 

• IG . 

5 

I 

7 

a HS . 

9 

10 

" 
12 

13 • " 
lS 

16 

17 

18 

19 

20 

21 

22 

Z3 

2.& 

2lS 

• 

proJect we ' re 4eVelCP1D9-

Hcc::t.ANNAHAN : Those are all the queatiooa t bave for "-· 

La.aqer . 

CJUUlU(AN : HI • t.a.nqet, bave you revuwed the - with your 

rev1ew o f this tast procedura clo you U.cus 1 t: adaquat:e to 

determine whether ot not you actually bave a reaervo~ 

tr4P7 

LANGl:R : Yes, t thlak 1t 16. ADd I tbJnk ~at they•~ 

rea~y loo~in9 for with their teatiaq is whether there•a 

adequate JnjectivltY and del1verab111ty froo the f1el4 to 

ade lt sultable for- atoraqe. The lllteqrity of the 

res:ervou container , I thinlt, baa been fairly well 

esubl1sbed froa pressure decline data and froa surround

ing dr1111nq . We h$ven • t 11entloned this bafcre, but IIY 

coa:pany looted at tnl.s field as a potential storage 

proJ ect about six months be fore it vas pu~ohaaed by 

Vlr91nla Gas. And our evaluation was thl•t 1t wu an 

ideal candidate for s toraqe of gas but not for our syat .. 

due to 1t' a size and location. We •erve aarketa on the 

eastern sea Board thrOugh different pipeU.nea than the 

ones tbot this one would be attached to and the size 

wasn t sufflcient f or some of the projects tbAt we're 

looking at . But tbe evaluat.J.on 1n tet"aa of 1ta storage 

•u1tebil1~Y ~nd especiallY ln teras of the adaquatanea• 

o t the coQtalnaent ~teebant.&a llU that tlUca IIC&a 4aU.t\1t"y 

13 
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~ c:o.tuUOate tha t. sbould be looked at. fur"t!ler . 

: I(R. OIAIII.HAN: Tbe Early Grove Field. i.B that a -u daf~l!d 
:t field? ~n other words , <2o we know the outer extent of 

• that flelc2 through dry "ells or by wbn aaana do Will J~Jlov 

s the outer eiCc,ellt of the Barly Grove Field? 

1 HS . t..ANC&R : 1 t!Uo)( the outer extents both through the dry 

r wells and throuoh the ltnowo geo logy of the faUlUllfJ 

8 mee blllliau is falrly good . Tb1B reservoir baa - 1 would 
• 

9 a~y .lt bas a c:oabinatioo of what I would c:all the .1deal 

10 aec:hanism.s f o r c:ootatn.ent both froa a atrat1vrapb1c 

n mec:bani&'lll -- that 1s t.be disappearance of tbe pena-

12 ab1Ucy and porosity that allowed the reservoir to eJt:1.at 

1n the first place a s you move away from the ~eservoir 

,. proper and u . also bave the n ice addition of etructural 

tS teatures usually f ound ~ deeper (onatio~W l.tke the 

11 Ar1sthDlo that are used for storage 1n west Vtrv1D1a and 

t7 Pennsylvania . so lt's kind of got the beet ot both 

18 worlds . 

111 Hll . OIJURMAJl : Any further quest.ions7 

IWlt.neaa at.a.nda aside. t 

21 ' HS. Hc:a.ANNAHAN : we would a ove that Board approve V1r91nifl 

~ Gas • application f o r the testing of tbe four wells ae 

ZJ they're Ust.ed in that epp11eat1on. 

2• HR. CRAlRHAN: I 'll ask again , is there anyooe bere tba~ baa 

?.S c111ytJano elee to preaeut? Any Ul41v1duu o r Vl"'IIP tbat 

74 



• , wtabea to addreaa the Soard reqardin; tb~s appl1catlon? 

~ Tbe r ecora w~ll s how that tbere are none . You did atato 

:1 that the tiae period for the teat vas bra to th-ree 

.4 aonths, J s Uu!t -

~ MR. SWANSON: we expect 1't to he in a two to tbree aonth 

6 pertod . 

7 KR. CliAIRMAH~ lolbat W1ll detemine that t.iae period? l:n other 

a words , that's not 111 the specified relief sougbt. 

9 .ut. SWlUISON: lUght . '!'be gathert.ng of t.he infomaUon, the 

10 qlltherin; of the data dura; the teiJt vUl dete.ntiJle the 

11 IIC~lJal time frue . 

~~ lfR . CRJlUlMAN: Okay . Wbat l e your pleasure? 

13 HR . HCGLOTHLIN: s~nee 1 have a few guestions 1: would vote • ,. eltecutlve session - - r crove that we adjoum and reconvane 

IS .i.n &xecutive Se.ss.1on . 

t6 HR . CHAIRHAN : we have a motioo tO CODVeDB in £:lreeutiVB 

17 se.sslon .• 

18 KR . EVAnS: ~eco!ld . 

t9 KR. OIJURHANt A zaot i on and a seeond. All in favor e1vn.1fr by 

20 say.t.nq yes. ( AL.L ~F.FlllM . ) Opposed aay no. {NONE.) 

71 we •r-e i n txec:ut1ve session . 

~ !thereupon , the Board convened 1n ~xecut1ve se.aaion at 

Z) 11 .~ 10 and' recoove d the open aeeUng at 1.1 ! 2! . ) 

N KR· CHAlfUoiAN ~ ~e· r e baeJt on record. I' Ill do a certification 

2S of &IIOC:utlve seaiUon, whereu tbe Vir~1n1a caa ana ou 

• 
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' Board batr convened 1.0 execuuve aeetinv on thia dab! 

z pursuant to the affuaative recorded vot.e 1ll a~rd&Dc:e 

3 W1~h the prov~s1ons of ·tbe VirQ11Ua Preedoa of Infona-

.. t1on Act, and whereas Section 2 . 1-344.1 of tbe COde of 

s \11rc;inia re.quirea the c-ert1Ucat1on by this lloard tbat 

5 each executive aaeet1nO was conducted in confora1ty with 

r V1r01n1a z.aw . t~ov therefore be 1~ resolved tbe Virviaia 

8 Gas and oil Boanl bereby certtUes to the best of eacb 

9 aeaber' s IOlovledoe tllat only public business matters 

10 lawfull y ~pted froa open ceetinv requireaents of tbe 

'' V1ro1n1a Law were di.scuaaecl 111 the execut.1Ve •eating to 

12 which this certif1cat1.on resolution ~1.1811, and only 

tJ such bu$tnesa matters as were identified in the motion 

IS 

convening tbe uecu.uve aeet1ng we.re heard, discussed or 

con.sidered by t.he Vir~1n1a Gas and OU Board. I'll ask 

16 each a~emt:ler t.o say yes or no to tbat sturtinv Witb ll:evtn. 

f7 (MEMBERS AFP'IRH. I 

18 HR. OOU:'RKNI: Ttle r ecord vUl ahov t hat all the 11elllbera that 

!!J -re 1denti f1ed ~t tbe beginning of the ••eting all votctd 

~ ye!l . I bave one other qUest:ioft I ' d like to ask . ts t.he 

21 order ldent.1!1ed 1n the re1te! to wh1cb you're requeattao 

ll modif 1clttJ.on the onlY Board order 'that 1s tapacted by 

2:1 th~s appuc:ation't 

2.. MS . HcC1J\NNAWUh You • re r a l errillg t o the first 'Sarly crov.e 

.2S ~s <lnd 011 fHtl·d o~er -
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' l(R . ~: vas . 

l ICR . McCJ..ANNAHAH c Lhat eetablitbee unite? Yes, thAt'• 

3 correct . Acruo.,Uy it' a not ttse f"i.nlt. Barly Grove order 

4 but it • a the mos~ current EatlY Grove order. 

$ ICR. Cl'ilUJI.KAH: But there .ore n.o forced pool orders or llDYth1nq 

6 like that 1Jipacd.nc; e.ny of these wells? 

7 HS. MecJ,ANNAHIUt: You a ean un-its that bave Strev1oualy baen 

' forced pool ed? 

9 KR . ~: Ub•bub . 

10 MS . Mc:Cl.AHNA.HAR: No. No, there aren't. we have 100 pax-cent 

11 lease bold interest 1.n all four units. 

c: Hl't . CHl\I'RHlUI : Ollay . Thanlt you. Soard, what's your pleasure? 

t3 KR . KELLY~ KJ: . Chunaan. I'd lUte to aake a liOUOD the~ the 

l.t 8ppl1C~UOD by Y1ri!n1.a Gas Company be enroved. 

15 MR . CHIURMAN : Hotion . 

t6 KR . sv~s : Second. 

•t I(!L Qf.U'"9JG\l~ : l(otion and a aecona. AnY further c11ac:uas1ont 

t8 HR . HcG'LO"i'KL:IN • Any t ime U.mit: s-J>ec:1f1ut.ton? 

19 MS . Me~: Tht appllcation contains a Uae l1a1t . 

20 KR . BVANS: The applicauon as subm1·tted. 

·~· HS. t1c:ct.ANNA1WI : Yc.s , exactly. 

22 )(R . ltllLL'Y : l' • 11 amend my liOtioll to reflect that . 

ZJ HR . c:HA.IRMAN: Any further dUcuuion? S1qnily your approval 

24 by SOY'inq YI!B . ! ALL AFFt1IH. I Your ditlaeprovel bY &at1llS! 

3 no . t tlON&. I I t • s unanimous .. 

'" 



• 1 ( A.P'l'Blt A BIUIF RBCBSS , THB PROCESDIBGS CONTIHU'ID AS 

2 FOLLOWS:) 

3 

.. 
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7 
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10 

11 

12 

13 • 14 

IS 

16 

17 

18 

19 

20 

21 

22 

Zl 
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l KJI . OIAIJU4AN : Tba next nu on the agenda u a pet1t10D for 

• the esta.bli.elulent of a coapu.lsory pooled. 11rUl1Dg Wlit 

s fro11 auebana1:1 Production co~y tor Wlit. T-20 . 1'h1e 18 

a d.ocket nuaber VGOB-92/07/21-0234 . 

1 HR . SWA~·n : Kr . Cbairaan. ay nua 1.8 Hark Sllarn and .t•a 

8 

9 

10 

11 

12 

u 

,. 
IS 

16 

" 
t8 

19 

appearing for auc:hanan Produc:Uon CODpany ~f. Tbe 

balance of the 1teu on your cSoc:ket t.ocSay all pe.rtaiD to 

Buchanan PToductton. "I beve sORe wttnesses ben ~o are 

necessary for tlle lest ite.a that • s sc:beduled on the 

docket and if I could I would ltke to edv.ac:e Itea XV on 

your docket ~h1cb 16 for tbe creation of ·• eealed vob 

unlt for t.be VP-6 11ine and take that first., if .t aigbt, 

and tben that would allow 11e to let Hr . Loulllen Wbo's a 

oeolog1ot fro11 tallllld c:reelt and tfr . VanGolen froa 

Buc:banaa Production 4Dd OXY, let. those two gant.le.Den go 

because c:.he1r testlJIIony 15 not requir~ on tbe reat. of 

tbem. 

~ HR . otAl11HAl~ · Belllo sens1.U.ve to all the foUta that are here 

21 in attendance and not being pre8lmptuoua, are there ov 
~ other parttea that W1ab to address the Board on th1a 

~ 11atter of Buchanan Produc~lon co~an~·s appl1cat1on? 

2~ Does 8Dyooe object tO IIOvtng to Item IV on tbe agtnda? 

~ 

1 
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' 
2 

) . MR. CBAIIIKAN: Rear i.Jlq no object.lon ve 1 11 aove on to· ttu ltV 

4 which js a pet1Uon for the creaU.o11 of a 4rjl'Unv unit. 

$ c08J)ulsory poolin·g by B1.1ehanan Produot.1oD CO~q»any for 

6 \l.D.1 t SGD VP-6 . docket nUIIber VGOB-92/01/U -0244. Va 

7 would as.k t.he patc:.ies that ~b to addreaa t.ha Board in 

s tb1s utter to .ideat.ifY theaaelvea, please. 

9 HR . FUlJ(!Jt: 1 have soJDe letters vitll regard to this Ue11. 

tO 'l'hey 'lil@re rece.1ved by t.be office prior to the hearing 

" today . prio.r to us lltildlng tbe docket to tlle Boarcl 

f2 ae.llhers • 

13 MJl. otUl!MAH: Did you h«iYe other let.ters. Mr . rulller? 

t• MR . FULMER: Th~s letter 1CilB not iJ1 reqard. t.o aay objections 

•S pl'tlced ill front o f tbe Board but. it pertains to the 

16 docket that the Board 1s curnntly addreaaino. ~t 1 s 

11 troD a Bonnie and James Davis . That's the only other 

ta letter . (Pauae . J Tbot 1s all , Mr . ChaU.aa. 

\!I MR . ~: Is there anyone else that. vubaa to ad4reaa tba 

<0 Board .in ~s aatter at this tille? Okay. Mr . SWart1. 

21 you cuy 9 0 ahead . 

22 H'R . SWARTZ : Before I call GrY first witness, U: I could just 

ZJ take a aOlllent to kind of 9~ve you tho sense of -.bat th111 

2J unlt 1s. It lofill be helpful -- Y've oiven you an BxMb1t 

~ t. t.n advanee af cal.Ua9 a vitnesa Which u a at.ne aap of 

BO 
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, a portton o f the VP-6 aina tbat underlies thia untt . 

2 Also 1f you would turn 'to Bxh1b1t, page 1, which 1a tbe 

J plat aap that you uaually see wttb tbese application• 

4 it ' s aot the little bitty aap but the full size page . 

s :u• a sxb1hit A, page 1. It.' a probably part of the 

e applleatlon au opposed to the notic~ . It looks like 

7 this \s upsicle down but ~t looJts like this . 

a ~-~: rt: ' a riobt a t the back of the application, 

9 Board =embers . 

10 t{R. SWAAT7. ! !U,gbt . Wl\at this .appUcation pertains to is, a.a 

,, 
12 

l l 

,. 
15 

t6 

17 

18 

19 

20 

21 

22 

23 

:o..-

'2S 

the Board will recall, the Oalntood F1ela rules 1 and 

oakwood F1eld rules 2 do not app}y to sealed 90b vas 

units . This lB a sealed qob unit . 'l'lle unlt 18 shown 

fro1:1 the stan~int. of the tracts that are involved 1n 

t be unit. on Slebibit A, page 1. . You can see that the 

bo1Qldor-1·es of, the untt a x:e abQWn on that, t.lle diJiensiQns 

and so forth. And tbe. tracte that are involved l:a th.1s 

unit a r e deple ted there Wbich, of course, relate to 

&xhl.b1t B. There are stars on 8xhib1t A, P~tQe 1 tbat are 

Pt: l.llla.rlly in Ute soutbeast quarter of tbe aap and those 

repre.sent tbe five VVH well bores t.bat are qoing to be 

converted and used t o produQe gas from this aealed qob 

untt. s o tbot 1s tbe location of the VVHs that ultiaate

ly may be used t o produc:e QOb from t.h1JI aealelt qob Wlit . 

£Jch1b1t t. t gave you tbia oorni.og which bas the aine aap 
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1 al.lllply t.Ue& the sue slz.e Unl.t as yoa see Oll ~1 and 

2 loolts at it fr011 mine level ADd re~~ovea the t.raeU ADd 

~ qives you a aease o f bow tb1a unjt reletea to an uae of 

" the Vl"•6 .atne. I should te.ll you that 011 the rlvbt band 

5 side 1f you looiU.nq a t: EXhibit L you •11 aee that is au.e 

6 •trade l i ne• . Tbe sealed gob unit for conaol ADd PQ 

7 that you may recall, the 111Nl or tbe 8UNB1 -- or is .it 

a , the 8081? 

9 ~. OVUBMAH: SUS . 

10 HR. SWART~ : 'l"'''e BUSl actuuly butts up to ADd adjoins t.bia 

11 

l;t 

13 

~~ 

1.5 

16 

17 

18 

19 

20 

21 

~ 

23 

2~ 

2S 

11ne. so we have run this unit \IP to be c:OIIt19UOU8 wttb 

t.be BUSt so that then is not a Q4JI there ADd you need to 

know that. 1 tbl.llk you would probably vant to ~""' t.bat. 

To the north of the m1D.1DO that you see depicted 011 

Exhibit L there are attll active aiD~nq 1D the VP•6 

a l ne . The left hand side of the ••P which would be the 

eut on Bltb1b1t L, of course, u the solld coal b6tt1er. 

We have trted to c u t off tbe unlt ex:ceJit: where 1t: butts 

up avunst the aus1 unl.t at 80 ac:.re unJ.t QTid lines . ~d 

"I t binlt it wor)t.s we ll an.d you can see that. 13ut we have 

trted to siz e it to 8D acre units bec:auee it tcorked wel.l 

11l this incidenc& . This unit contal.as 1, 069 . 85 acres . 

Tbnt 1s stated 1n the application and also 1t'a wr1tten 

on &x.hn,ie A, Pave 1 . aut tbat u tlte total aeree;e 1n 

tbl& proposed aealed qob unit. ~en.tuaUy ~. BreecUnq 
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• 
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6 
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• 
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10 

II 

12 

~~ 

,. 
15 

16 

17 

18 

19 

20 

21 

Zl 
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2~ 

25 

v-111 teatuy and tell you bow tbe aeu• ware m place and 

vbere they were puc 1n place . I oeacl to tell rou oaa 

other thinq before we aove oa. Bacau.a tbere ta active 

ai.DiDIJ to tbe north there are three aaa.ll VVII8 that wUl 

be left in place . They're not abown oa -- wall, that 

are, but aay not be llbovo on nhSbit L . 'l'b.oae Will be 

left 1n place to eonu:ol preaaurea at th. seals that are 

4djacent to active a.i.D.mq. Preauaabl,y, t.he five wells 

tha.t ve are leaviaq ia place a.n4 are convart1Dq will be 

able to control pressure, but 1n the evant that than· 

would be a need froa a mine safety atanc1po1nt there are 

three adcUUonal valls 1avolv.ed vb1ch could be uaad to 

vent 11ethane to aalte JSU.re t.bat va are DOt bu.ildiaq 

positive pressures on t.he aeal.a ~a1.e there 1a a1111Dq 

adjacent to the north. The w1~ease8 will ultt.ataly 

t.ell you thi.s. but l can tell you up front 80 you 1 re Dot 

wonder1no , the cost of those VVHa 18 not eabeddad in any 

of the costs that you will aae bare, the ones that are 

for Dine safety at the northern boundarY in any of tba 

nuabors f or participation purposes or anytbinq that rou 

wl~l see. Tbe projec ted or eatiaatecl coat vltb reqard to 

the aeals and tbe Uve VVHs that are proposed to be 

converted, those, of course, are in the coat data that 

you will see and we ' ll be diAc:uaaino that. ~ •Y f1rat 

v ltne .. I 'd lUte to call Sllll GOrdon , 
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1 C:CURT UPORTtfl : ( sveare w1 tllesa. • 

l 

) 

• 
!. SAMI1£1. BtlWARD GORDON, It 

6 e v:u:uaas who , after hav1Do bei!D duly sworn , waa ••••tnad a.od 

1 teet1l1ed a• follows : 

a 

9 

tO 

DIRECT &UHDIA'l'ION 

11 BY Hll . S'WAAT% : 

Would you &tate your fltll na111e for \!&? 

SlliiUel t:dva.rd Gordon, II . 

And vbera do you live , sir~ 

I Uve ln Tazewell, v.trv.UUa . 

1-re you an employee o f au , USA , t:ne.? 

Yes, T Ul . 

I? Q. 

I) ~ • 

,.. o. 
~~ A . 

,, o. 
17 A . 

IS Q oo you o4lso bave a pos1t1on witb Bueb4114D PYOc1ueUon 

tO coap411y . the applie a.ot. bere to4ay? 

20 A. 

21 o. 

Zl o. 

2S A , 

Yes , t do . 

And what is that position? 

Requl atory manaoer . 

•• Bueb~~nan Production company e V1rg1n1a oeaaral 

p"rr:nerahlp? 

Yes , it ts . 

•• 
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' Q. 

2 

3 A. 

• Q. 

s 

II A . 

7 g . 

II 

I 

tO A . 

" Q. 

Ill A. 

I) g • 

!4 A. 

IS g . 

A.tlct a.re 1 t • a two p~ne.ra l.ppalach1a.n oPerator a, lAC . and 

Appalachian tceth&lle• tac .? 

Tbat 18 correct . 

1s Buchanan Produc:uoo CtJ~U~any aut.borU.d to ~ bu.iDeaa 

1D the coaonwealt.b o f Vir91.1Ua? 

., •• • 1t 15 . 

Are you ulti.Dg that eoaeoae ot.bu than Buchanan Produc

u on c~any be the deslo;oated operator on behalf or 
Buc:hona.n Production cocpany? 

Yea, we are . 

And who would that ne? 

OXT, USA, Inc: . 

xs oxv. USA a Deiaw&re corporation? 

Yea, it b . 

And 1s there any fotllal relaUonabip between Buchanan 

16 ProduC"t.1on CO~&llY A.Qd OXT • ~? 

t 7 A . 

!I 

19 Q . 

lD 

21 " 

22 0 · 

23 

2.4 

a 

Yes. we ' r e b oth 'lbolely owned fiub_a1diarie• of OXidental 

Petroleua corporation. 

Has Buchanan Produeuon Cocapany appointed anr to perfora 

c:erta1n fa.nc:ttoDa for 1 tl 

Yes , 1t bas . 

olr.ay . we boV'e atuc:hed to o11r appUc:at1on bhibit. J, 

pages 1 and 2, and does Bxblblt J pertatD to OIY ' a role 

as dosiqnated operator for and oa behalf of Bucban&D 

P£o duc:t t o n? 
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A. 

2 Q. 

3 A. 

.. 
5 

8 Q. 

7 

II 

9 A, 

10 Q . 

II 

12 

13 

,. 
15 A . 

16 Q . 

r: 

1&. A. 

19 Q. 

20 A. 

21 o. 
l2 

~ A. 

2~ 0 · 

2$ 

Yea , it ctoea . 

~~ibtt J , page 1, ecco-.pliabaa wbatt 

Page 1 1a the reaoluUon of aanavuant vbtcb reaolvu 

that the aanageaent coaaittee baa the propert1aa an4 

oaaeta of BUchanan Production . 

And essenttally th18 1a tbe reaolutton of the aanaveaot 

co-utec of Buchanon Production delegating epec1Ucally 

in writinQ certain duties to OXY, OaA, 1JJ that con-ect? 

That' a correct . 

on page 2 of B:xb1b1t J la a conaent of. OXY. i.e· it not, to 

act aa des1qnated operator to co.ply with rules and 

requlattona and orders that aight be entered in tbe event 

that tbe Board were to oppoint OXT •• de•1vnated operator 

on tleb4l f of Bu.chonan Producuon? 

That ia correct . 

1il ou, t:JSA autlloTt:ed to do bus1neaa in the co•.ou

veolt.b? 

Yes, 1t is . 

I.s OXT registered ~1t.h tbe Dtoe&? 

'fes , it is,. 

ooea OXY have .a blanket bond on fUe •• req\iirecl bY law 

of wel l operators? 

Yea , 1t does . 

Now·, OXY had delegated autbortty t.o act on behalf of 

Buchanan Production to three epeciflc people, correct? 

110 
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17 
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A. 

Q. 

A . 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A.. 

o. 

A. . 

Q. 

Y~a . 

You a re tbe r e qUlatory manager de81Qnated by OZI' to 

handle the ~ffa.Us of Buchaoao Production, correct'? 

'l!hat is correct • 

Jmd 1olho are the otb11r tvo pe.I)Jile t.hat bave been 11JJ8C1f1c

ally autbort:ed t o act on bebalf of Bucbaoan ProcSuc:t1oul 

Gleo va.ncoleo ls ve11eral aaoaQar and Hartin Wirth is laDeS 

aaoac;rer . 

Did you participate in dr~t1nc;r tbe not1ee ot he.arin9 and 

~pp1lcat1on with r eoar4 to this sealed gob unit? 

Yes, l did, 

And did you, in fact, s1vu both of those? 

vee , I did . 

wu t he not.tce pubUa hed 1n a QevspaJ)er as required by 

the Code? 

Yes , tt was . tt wae publi,ah od 1.11 the v 1r91n1a Mountain

eer. 

And tt was publiabe4 on? 

.lul y ~nd. 1992 . 

And did you file a tert1f1cata o f p\1bl1cat1on that you 

rece lved from the llf!vSlJal'er with the J~oard aod Kr. 

FUl~er • s offi ce? 

Yes. 1 did. 

I n addition to publication and the cert1f1cate o{ 

publication that you filed , did you .a lso cause nottc ea to 
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2 

3 

4 .... 

!I Q. 

8 

7 , A . 

a Q. 

9 " · 

10 , Q. 

ll 

12 ... . 

~' Q • 

14 

IS A . 

16 Q . 

11 

18 

19 

20 A . 

be sent to people that you bad identiUed ae people Who 

needed to be joined ea respondent-a becauae they bad en 

1n~eet and o:n had not been able to laaee f.r011 thu? 

Tbot iJI correct. 

An,d 1a there ao11ewhere 1n the appl.1cauon or not-1cea a. 

11.st of people who were notifled? 

Yea, there 1a. It's Bxbib1t B. 

Have we !ound 1t necesaart t;o ae:nd Rxbtb1t B? 

Yea, we bave . 

And we uended it once before we oot to the hearUIQ, 

correct? 

That 1a correct . 

And have we brought some additional aacdaenta wlth ua 

today? 

Yea , we have . 

Wit.b t>egard to the uended docWI!enta that you • ve ju.t 

provided to the Board, would it be fair to say that you 

have provided the Board witb an aaended ·1Xb1b1t A, page 

3 ? 

I ' Ve got that here 1n DY hand . 

2t HR . S\I~Z : Glen. bave you pa.seed 1:bat aroUDd yet? 

22 ICR . VAN GOLEN : No, 

Zl KJL SVAP.TZ ! What. you a)lould '1'\0W have 1n tenu of aaendaenU 

2~ la you abould have an aaaaded EXhibit A, pe;e l . The 

2S purpose of t.hi:e exb ibl t whtcb we' U get to 1n a •1nute 4 

Ill 
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Q. 

"· 

Q. 

"· 
o. 

A. 

Q. 

A. 

0 

buc juac 10 you ' 11 reeoonl.:. 1 t, u the eldllblt that 

d.Ucloaes the uount of c:oalingat.e coal. the UIOIIDt of 

o11 and ;u tbat•a 6\lbjeat. t.o leue, the uouat 1D a 

;c-on senee that u aot subject to leue and 1.1 IJUbject 

to being forc ed pooled. 

tHt . svart.: c:onunuea.) Kr . Gordoo. with resaard to 

bhibit A, what la t.he percent. of 'the coal.bed .. 'thana 

r1gbta that aucbatan Production bAa leased or con~la 

with t"e;ard to this propoa~td sealed Qob UDitt 

We bave 100 percent of 'the coal with a oat of 98.8.533 

percent. oil and ;as <nmeralUp we have 100 percent 

;rowth with a net of 77.1074 ~r :eot . 

An4 essenUally the oount of the undivided 1nt&reat 1D 

the tracts tbat. 1e outstanding that is subject to leaae 

1n ahown ~n eect1oo 2, is it not? 

Tbat 1a correct . 

And bow .ucb of the eoal ownerab~p or coal r1gbt.a have 

not been lellSed by BUchllllAD PToduc:tion or not controlled 

~Y Buchanan Product10D? 

1. 1467 percent . 

And thot " ould be ellbJec:t to being pooled under tb.ie 

order 1C tb1s petition vere QTabted? 

That 11 correct. 

Md w1 tb re;ud to outstanding oil and vu intere.eta t.hat• 

bovo not been leaaecl to BUchanan P~duc:U.o~ or t\Ot 



• ~ 

3 A. 

4 o. 
!o 

6 "· 
7 Q. 

II. 

9 A. 

10 o. 
,, 
1? 

13 "· • •• o . 
15 A. 

16 Q. 

· ~ 
18 

19 A. 

2D j Q . 

... 1 
22 

Zl A, 

:"~ o. 
2S 

• 

c,o11trolled by tsucbanan Produc:uon bow auc:b u out.at&DclinV 

dlat would be subject to this poo1Ug appUcauaa? 

22 . 8926 percent. 

You bave also furnHhed the Soard previolnly With an 

E.Xh~it 11 wbicb baa IJUbsequently baeD -andad. con:ecU 

fu. 

And tbey should have u aaended page with re;&rd to t.raet 

lC , eorrec:t'P 

cornet . 

And then they should have an ._.endad pa;e th6t at&rU 

w.tt.h the number o-enty-three at the top -- PauU.ne 

Presley , do you see that? 

fee . 

And tbat ts a conunuatlon of ttact l C7 

'l'bat 1e c:orreet . 

And they should also ha~e an uended pa;e wb1c:b baa the 

number forty at the top, tbe naaa ~a co.-ana Presley but 

1t also deals ~1tb tract. 3 ana ~ac:t 5, c:orrect'P 

COrTe ct . 

All rt9ht. . 1uld then lastly Wi.th reqard to tract 11 tlley 

should have u IUiended list. of seven - well , that ahOVII 

a t ota l ot seven people? 

Correct . 

could you descrlbe In a very 98111H'al eenae what Buchanan 

Product.1on and it' s aqent ~. u~ b~• done to &tt-.pt to 

10 
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16 

t7 

18 

19 
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21 

22 
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A • 

Q. 

A. 

Q. 

A. 

Q. 

A . 

l~Dt1!y all of ~e o~er• of record or potential 

cla.uaant& ~ ~1e aealed vob WU.t tro. vhoa suchanan 

PTod.Qction has oot acquired leuea? 

ve have published 1.n the piQJer 1:b8 caaea of die parties 

that ve do not know the whereabouts of along tnth parties 

that ve have been able to contact but bave not secured 

l ease.5 froa . .And our field people have betm in ecmtac:t 

'fltb a l ot o f t.be l ocal reeldellte as well - cbec:k1.n; 

p.booe books and everytb!il:l; else tr'YlliV to t'Wl theae -

firui the locauaa of t:hese people. 

oa &xh1b1t A, palfe 1, it abovs all the t:racte w1th1Jl th1a 

1,069 . 85 ~~~ uc1t, correct? 

?bat 1$ correct . 

llas someo.ne -on bebalf of Bucbuan Production eo.pany 

vls~ted tbe record rooo and aade a searcb to loQate or to 

1denu.!y the nues of potential owners with r11vo~ to 

each o f those tracts? 

Tes, ve bave . 

And 1s Bxhl.b1t B. as uended, a Uat of owneN and 

poteDtlal clal=ants that Buch&DCO production and QXt have 

prepa.red tbat is as COIIJPl&te tbat 1a a coqplete l~at 

as far as you know of ovners of record o·r poteJlt.ial 

cl4ia&Dts from vhom Buchanan Pro dllet.lon Oo-.pe.ny or orr 

have not obtlU:ned a le.aae? 

To t.he bes~ of ou~ abU1tY 1t .t..s . 

91 
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I Q. 

2 

l 

.. 
5 

6 A. 

7 Q. 

e 

i 

10 

And 1.n SXhlbU 8 .. as u~d.A!cl, d14 1011 eaiUe BCdleone .in 

yqur office to •ail copies ot the notice and 'tbe q~pUeo,. 

t1.on to every person that you ' ve 1deotU1ed wub the 

exception of those people wbo £•btb1t 8 states you do 

not have addre&ae~ Cor? 

Tbat ts correct . 

And bave you fUed with JU" . rulaer•a office b advance of 

tb1s beari nq eopiea of your proof of ,PWilicattOD and the 

lette.t's that ~«~re sent, the earda that were retUrned 

indicating what "'as sent and vtaat "'•• returnees? 

11 A. Yes, we cUd. 

12 KR. MASON : c.an 1: .inte.rr'\IPt. H:r . Chalrllan? 

f3 MR. CJDUJU(AN : Kr . HllBOil • 

'" HiL MASON ; 1 )liSt want to aaJte aure - you all ha'Ve not.1f1ed 

15 all oil and qas ovnera effected by t.hls well . Are they 

16 Uleluded within the notice? 

, 7 ·KR. SWARTZ: All oU and oas owner-a fro• wholl we do not 

16 already have a lease that we are aware of, yes . 

19 KR . MASON : But you have some 11eana of not1fYiftO t.bea7 

<!0 HR . SWARTZ ; IUt;ht. . Would ycu ~-

Zl KR . GORDON! Yes , thot ' a ~e. 

22 KR . SliARTZ : Tbat.•s the point and that'u what- have tried to 

ZJ do . I d.ld.n • .t mean that 1n a negative way. l just aeant 

2.1 tbot Ut t.b.e eJCete 1Se . 

'2!> KR . KASCH : Because of the nature o C thia type of Well and. tbe 
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' po~enual conf~ict over the vob production batwaan oil 

2 and gas cnmera and coal cnmar.B and J: think 1t'a ~rtant 

:1 to Jmow for eerta.ln ~bat all oll ud ;aa cnmara have bad 

• aouee of tlus . sue you bave aaans of eoutaeti.o; tha. 

5 Mll. S'WAJlTl: H.r . Haaoa, H you were to looll. 

e HR. MASON : Yeah, 1 lmow the list . J: looked at the 11at. 

7 KR . S'IIAKT% : Not just the list, but to take any several 

11 ponions of the list and cQJ~Pan 1t, we do state afur 

9 the nue of evecybody that ve hove OD Bxbtblt B whether 

10 they' re an oU and vas cnmers - and you '11 DOtice there 

11 are aany, oany oU and vas cnmers 11atecS. AncS tben eoae 

12 or thea may just be coal . Soae of thu aay be oU, ;aa 

1:1 and coal . s o we do not a&Jte any d.11tt1Dction between oil 

1. and vas or coal . ve try to notify ever atner&l a.ner. 

1s MR . KASON: Okay . Tbe people tha~ I was aost concU'tled about 

1& ls soaebody that aiQbt be a ooal and vas le•see and if 

11 tllat would be tbeu sole interest in this. 

Ill Q . (Hr. swart: continues .) Do you wish to diaaiBs any 

19 respondents at tbis tilae? 

20 A. 

22 o. 
2'J A . 

~~ Q . 

2S A. • 

Yes . We wUb to tract J~-c , iUsa1sa R:&VIIODd Guy Boyd and 

Barbara Boyd . 

And vhy do you vent to aove to d.1n1sa tho toclay1 

They bave lust executed the lease to 8Uch1Ulan . 

~d ~ben did they a~ecute tbat? 

TodAy . 

n 
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' Q . 

~ 

) 

S A. 

& Q. 

' "· 
8 Q. 

9 

10 

u A . 

12 o. 
,, 

so you• r~ tAluno about d.ialliUU10 vit:b regard to tract 

1-c as amended, tbe respocdenta listed u Dllllbe.r one, 

R.apond Guy llo)'l! and Barb,tra ·aoyd for the nason that 

they' ve alqned a lease? 

That 1s correct . 

~s tbere anyone ela.e that you vaat to disaias? 

HO . 

Is thue anyone e.lse that you are avue of at th1a potnt 

tbat ls not reflected' on hh*btt B, as uul1ed, that you 

vant to add today? 

Not to our knowl~dge, no. 

It • s obvious that sucbana.n P~oducUOD and OXY on bebal.f 

of Buc:hanan Production have, in fact, leased froa aany of 

tbe coal ovn.ers aud many of the oil aDd 948 owners in 

t5 th.u sealed qob unt t, correct? 

l& A . correct. 

!7 Q. And what terma have you in oeaeral leased fro11 tbose 

ts Colk:.s thot. you have been able to enter lnto leases with 

19 

20 A. 

:!I 

22 

23 o ~ 

2.1 

;!5 

for the coAllled methane? 

our recolllllendatton befor-e the Board todat woU14 ba that 

we> offer these parties Sl an ecre as bonus consideration 

Wltb a one-ei;ht royalty for a ten of flve yean . 

And are those precisely the teras or the leaaea that you 

have wuh peo11111 w1tJUn th1a sealed 1J0b wdt: -- or tb1a 

proposed sealed Q9~ un1t. that you've alr~ady obtaina4? 

!It 
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A. 

2 Q. 

Yes . 11: l s. 

X' d ltke t o spend e •o•ent in geeral wi th N9ard to aQae 

3 of the a.ape ct:s of th1s unit. . What coal ae ... wUl be 

4 contAined w1th1n tll1.s .un,tt or wUl be eonta1De.d w1t:hJ.n 

5 tlle procluct.ioa ot th1ll u.a.lt? Wbat borUou U1t l'9 

6 

7 A. 

II 

9 Q . 

10 A . 

" Q. 

12 

13 

,. 
IS A . 

Ill Q . 

17 ;. . 

111 Q. 

19 

20 A . 

21 Q. 

22 A, 

23 0 . 

~ 

25 A • 

t.alk.iD; about.-? 

We are tallt.i.nv about the aeiUU below the Tlller Fot'mltion 

dONn throu;b the Pokey 2. 

Anc! t.be VP-6 ll.i.ne is in what eoU aeu? 

It's tn the Pocahonta.a 13 coal .seu. 

And wttb regard to 1Xhlb1t L, does axh1b1t L accurate1y 

depict the condiUoo o f the aine :in teras of wbat bas 

bee n re~~oved by .l.onqwall ana sol1d. blocks of coal in the 

pU lllr a.a they stan a today? 

Yes , it does. 

And talninq 1s eocpl ete in tha·t &rea"? 

Ves, ~t. i,s . 

IU'Id h Ave seals already b&en t.n&talled to seal th.ls VP-6 

uatt off froa t he balance of the at.na~ 

Yes . it. has. 

And ~ho Lnstalled those? 

Island creek . 

~ave ,you obta~ned cost est1Jia'tes and lnforaat1on froa 

I s l and creek wtth re;ard to tbat c oat? 

Yes , we '1\ave . 
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a Q. 

7 

8 

9 A. 

on Slf.blbit L tb.ere are a 'CitiiJ)ar of vella ckJtic:ted in 

adc11tion to the five that on propoaea t .o uae to prodQ.ee. 

gu froa thl.s sealed gob Wilt on behAlf of BUchanan 

Production, ~s that c:o~ect? 

That is correct. 

Wh4t •a happening to the other vella, the ones that are 

not proposed to be used, tbe ones th._t aren't abow on 

sxbtbit A. pave 11 

All of th.e "'ell locations wbeTe 1sJ..m" cr•ek' s vert.ic.&l 

to vent holes where they vented the aiDe for a1ne a.&fety we 

" have nov -- or Island cree~ bas DOl' plunad 16 to 19 of 

12 these bolas. 

13 Q • 

15 A. 

Ill Q . 

17 

18 A. 

19 Q. 

:10 A. 

21 

22 Q. 

ZJ A. 

'-! Q 

2S A 

And do you hove estimates vith reqard to the costs 

incurred today w1 th reqa.rd to the pluning? 

Tea, we do. 

Dld you prepare a c<N~t esU.aate with regard to this 

sealed gob Wilt? 

Yes, I did. It ' s Exhibit c-. 

And was that so11ething that you pe.raonall,y did? 

l dld that accUIIIulatinv .ln.fe)tll!aUon both fro~~ Island 

creek and from our cnm departllent . 

~t~ 1 is cost of sealing. correct? 

Thot 1s correct . 

Why do you have to spend aoney to seal thia Un1t? 

we need to localize tho produeuon ftoa this area for 



• 

• 

• 

l 

2 o. 
3 

.. A. 

s Q. 

6 A . 

7 o. 
II 

9 

10 " · 

II Q . 

12 

13 

, .. 
15 A . 

16 Q. 

17 A . 

18 o. 
!!I 

20 lL 

21 o. 
22 

:10 A. 

25 Q . 

mlne safe~y in ~he ~eat of the mine . 

And does aeal1no the unit also bave an Uqlact on t.bo 

qualley of th~ oaa tba~ yoa•re l:lkely to be Produc1nQ'? 

Ye.a. 1t does. 

1.esa oxy;en? 

t.e 8& oxyoeo. yu; . 

ls it ,your opJn1on that the seal1Dq costs are a reaaoba

ble cost to be incurred .and are necessary to prociUce 

qualitY ou frol!l a sealed oob unit? 

Yes. it is . 

'll.it.h reprd to plu~o costs, can you t.e.ll Mbet.ber or 

not l t • 8 your underaustu1UI; tbat t.be plu.vvtnv of t.be 

wel. J ~at you've lost discussed was done by a con~ac~ 

or? 

T~ my knovledqe it vas done by a contractor . 

And vas there bidding? 

Yes, there ~fA& blds . 

Cll.l\ I assWDe i t ' s your ur:uierstazuUnQ that the cohtract 

WllJJ l eft. the lowes-t bidder? 

That ' s my understandino, yea . 

I6 the U06, ooo at t.bls pol.Dt an estlraat.e or t.be f1Dal 

cos t:? 

tt •s a p·retty aoUd Uou:r-e, but .it's stUl an eetiaate . 

All cost-s baven • t COlle 1.n yet . 

Itea 3 is bore bole fees and where does that number come 

,., 
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2 ~' · 

3 

' 
s Q. 

5 

7 A. 

8 ' Q. 

g 

tO A. 

11 

12 o. 
1:1 • ,. A. . 

15 Q. 

16 

l l' A. 

18 o. 
19 

20 

21 

%: 

2:1 

.-~ A. 

2S 0 

• 

tro•7 

Tbat. n\UIIber co•u rroa the agreeaant t.hat OJ:Y on behalf 

of Buchanan h4B ·~1tb Island creek re~ardinq tbe walla 

tllet we propo1e to produce f~o111 . 

1s the 1712 .~00 figure the result of .ult1plytog five 

tues 1142 , SOO? 

Tbat h correct. 

What ts Glen pass1nv around to ~e Board aeah~ r1gbe 

ocrort 

Kr . Va.nGolen .is pusinq around the conttac:t approval 

abstract: that tbe Soard hu seen be.fore . 

Are ve qoin; to b e ntferrinq to t.his cS.oeument on .nWierous 

OCC4B100S t04ey1 

Yes, ve are . 

So b.sve you ,put every 4oc:llet nu.l!er today that t.h1& 

per-t41ns t.o o n thi.s exhibit so tbat tt •a n!llBUlle? 

Yes . ~e bave . 

ln es se.nce , would you agree that tbls doc:UIIe,nt 1s an 

a.bpt.racc of •\ gre e.lle nt or a sUIIIIlary of aqree~aeat betwe~m 

I s l and creek , BUchAnan Production co•panyi a.nd au, OSA. 

whe:-eby I s land Creek. iD exchange for Sl4l;.SOO per well 

bo re agrees t o l e t Buc:ba.nan Production COIIiPatiY U!d OD 

uu ll.: e c.be well bore to produce c:o albed ~aetbuel 

ThJ.s 1.8 cor:rea t . 

And t here are flve well·s in thb \lh1t - - the aealed QOb 
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2 

3 

.. 
5 

6 

7 

8 

9 

tO 

II 

12 

13 • '" 
tS 

t6 

\7 

18 

19 

20 

21 

Z2 

2l 

~· 
2S 

• 

A. 

Q . 

.A . 

Q. 

A. 

Q. 

A. 

Q. 

A 

unlt: rllet. w11 • ~ ~cv about today aubjec"t to thU 

aqreoe.nt. correct"? 

ThAt 1& .;orreet . 

AceS that • s wh~re t.be nUIIber with nQard to bore hol .. 1111 

Bxhtblt C caaes Lroa? 

That • • correct • 

Then you• ve qot tiUe, Utle curative , leqal DO take• 

off . What' s DO? 

Division order . 

00 title opi.Diop , requlat.ory and ~yi.no . KY question 

ts whether or not it is your op1A.ton that t.be total 

reported on ltxhibit a 1s, 1n fact, or rep.resents the 

reAsonable estlaat.ed co~:ta t:o seal t.be unJ.t, QtU tze well 

bores . plug some of the wells, do title work aeee.saa:ry to 

pro dac:e tbis unit? 

lt. u a reasonable esU.11ate . These were clle aWibers we 

had avU l able to us At the ti.Jie t eompUed t.h1& .Uat. ~e 

s t l ll bl.lve nWilbus out.standinv, but this should cover the 

bulk of 1t . 

would you tell ae \iby u .. La necessary to plug t.be bore 

·tlole.s tllilt: you are not propos1nQ t-o use to produce va.a 

fr01l t.be sealed vob or t o vent alonv tl.e n.ort.b. boundary 

o f tb1s un1t'1 

W4!l.l, we pluqoeiS tile vells to el.uatnue oxvoen coainQ in 

and creatinv Ulpu('e vas , And then , as you eatUar 

99 
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I explatne4 . ~ ones on tbe oorth~ru bOUndary vill be 

2 tbere to relea.ae pressure on tbe seals abauld U: bulld l.lP 

l to a:n lUis ale leve 1 . 

• Q. 

s 

AD.d are any c:ost.s asaocuatad with the three vertiecal 

vaotilat1on boles that will remain along tbe borth 

6 boundAry of tll1s WLit11 are any costa at aU vttb regard 

7 t o those three ~lls tbat ~ left for aine safety 

a pall>Oa.ed pl uqged 1n to Exh.lbi t c 1n any vliJ, &biiJie or 

a fora? 

10 A . 

, Q. 

t~ 

,, 
"' 
15 

No , there 1S not . 

If a person wanted t o calculate the colitB llBJIC)c:i.ated with 

particiP4t.ion i n this sealed gob unit wuld tbey saply 

take the percenta;e ass1Qlled to tbe tract in 1!fh1cb tbey 

had a com:a.on interest in Exh1h1t 8, as uaoded,. and 

aulttply that t1~ea the total f1;Ure shoMD on EXhibit c 

•B to coae u-p with the nWIIber that ttOuld represetlt their 

H pzu:t.icipauon eontribuu.on? 

Ia A. 

t9 Q . 

Yeo . That's correct. 

so in o rder to deter~~ine wllat your part1ci;at1on •10bt. be 

2D pereentaoe Wise, your C:arrie'd 1otenat pereeatllge Wi88 

'!t [ro~ an ele c tion standpolnt or your royalty interest, 

Z2 those percentages are reported on Sxb1.b1t B, as aended? 

well , your royal ~y interest -- you would only t.ale one-

2i e1~hth of 1 t tor royalty , but t or your qrosa -- ~at you 

a . WOuld hove to aontribute to tbe c:osc ·Of thia w .1t you 

101) 
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: o. 
3 A. 

6 0 · 

S A. 

would take ehoee deciaa1a tlmas wbat abowo lD lxb1bl~ c. 

Froa a ~rk.inQ tnteceat end? 

For a worltinQ int.e"st. yes . 

ADd royalty vould b4t the .Pflr1:8JlUGe tJa .. ooe-elQbth? 

tuQbt . 

6 HR . !:VMS: Excuse ae . l bave o11e quest~OD, real quic)L . On 

1 Exb1.bit B. net aerea9e W1thU att, la that t:h• flou,re 

a you ' re usinG? 

9 HR. GOIUJOH: That is net oeres in tile unlt, yes . 

10 HR. EVANS ; Okay . ?bank you. 

11 Q. (Mr . swart:. cont1llues . ) But to aet tbe perceuta;ea ahtnm 

12 on t~it 8 you've tAken tbe net acres 1.n the unit ADd 

I) cUvldecl lt by the total acres 1ll tbe unit , 1.000 -

1& wbatever -

IS A. The qt"OSS acres, yes. 

16 HJ\ , SWARTZ : 1 bave no furtller ll'lesUons of Hr . Cordon at tb1a 

17 po int. If you all nave any q'Cie&tlons you can have at bi.8 

18 now o r you el!lll walt . 

19 KR . CHA1RMAN: Any questions for Hr . Gordon now? 

20 KR . BVANS: 1 bave a n\lmber . Do you t~ant to do that now or d o 

21 you wan t t o wai t till later? 

~ HR. CHAIRMAN : I t ' S up tO you . 

2) .HR . £VAHS: Okay . &.er. •e ask one que.sUon. Do you &at.1cipate 

24 c ollln9 any odd1Uonal v<ttnessea ~>~ith revard to the 

~ ( lM.nc u t ~.ntot'1lat.1on? 
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• 1 HR . SWAATl : 1 • c. ~;~ o1nq to bave Kr . areecUn; fro• laland creek 

2 c:oaent on the b1c141nq proc:-esa and Wbere these nuabera 

l cue froa aoci bow tbey• r e veoerateG . If )'OU' te look1Jlg 

• at phLV9111V coats or aeaU . .o.g co&ta you probably -- he I s 

s qo1Dg to 'be ben and you probably would want to as£ bl.a. 

8 The cost nllabe re. that doll' t r~late to that, yOu probably 

1 better ask Kr . Gordon . 

8 ICIL HASOH: You teattl1ed that the sealing c:oat.a &t'e S156,000, 

s c:orrec:t7 

10 Hll. GORDON: Tbat: • s correct . 

" HR . MASON : Did Buchanan Production c~any pay that? 

12 HR . GORDON : That is the coat that will be ITVed between 

•J t.slancJ creelt and OXY when that gets there • • 14 HR . NASON: What: is an IW1 

IS HR . GORDON: ~ t • a an Ulterual tratu~fer of funda . 

•s HR . HASON : Is Buchanan Produc:Uon coc.pany ~;~oin~;~ to pay I.slancl 

17 CT~k $156 , 0007 

Ill HR. GORDON: Yea . 

19 KR . NASON ; Why? 

~ MR. GORDON : To get pure gas . 

~ HR. MASON : TbJn contrac t that you juat qave na sa~ that ---

~ number t wo that I CC .aqreee to use beat effort4 in ainea 

ZJ t o deliver f11pel1ne quality coalbed aethane vu to the 

2• sur face . lo(by u Buchanan Production eo.pany pay.lng tor 

25 those se.aUno cost ~ben they have a conttact:u&l o~ga-

• 
lOZ 
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' tJ.on to dehvec supelUie gas -- quallty gaat Tbe .... 

2 queatloo would apply to the plugqtag coat . 

3 HR. SWART% : We'll )1.11rt put Mr. V.mGolen under oath rigbt ~0" 

• sloce be •a goino;r to te.at.Uy evetuallY Uld ve cu deal 

s vttb tile queat:loll!l as they arise . 

11 [\fitness studs asl.da.) 

7 coURT RBPORTER : [Bveers wieneaa.) 

8 

9 GLEN VUGOLEN 

10 a vit:nea• vbo, afurc bavillq been diUy SWOrD, w,aa uaained and 

u test1f1ed a.s foUova : 

1~ 

!3 

14 

DIJIECT ~TION 

IS 8\' MIL SWAAT% : 

1r. A . 

17 

18 

1!) 

20 

21 

22 

2l 0 -

25 Q • 

(The wi tness oonunues . 1 'l'he sealinq coats are a east 

that wouldn • t noraally be incurred by Island Cceek . Tbe 

seals ace done just to produce pipeline quality ~·· 

Tbla i s a sec tion of the mine tbat woUld never be sealed 

other Ulan for the purpose to produce qaa . ~d part of 

tlle errange•ent ve aade w1tb tll.- ~aa that we would pay 

those . 

Let 11e focus o n the bandling . Doea this a;reuent ~

about SOO feet of casing, 

~bat ~nbencea the productio n, obviously, 1a the frackioo 

\Ol 
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l 

• 
5 

6 

1 

II 

9 

10 

,, 
12 

tl • ,. 
15 

16 

li' 

18 

19 

2'0 

~,, 

22 

2'.3 

~ 

<IS 

• 

A. 

Q . 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

tba~ occur• a.lter tbe aaecUate roof leta vo an.d it 

profli~ates UP. cort-ect? 

R.iqht . 

IUld What yoU're aa.rta; u tliat seaas f:roa tch:icb you tlliak 

to tbe extent there ia eoalbed aetbene 9aa ttu.t prtaarUy 

the production wUl c:o•e froJa tlle BeeJtley. war c:reu and 

down. i ·a that: tchat your tuuaon1' ia? 

lU9ht . 

And tlloae ar-~ c1eUn.itely coal saaas belOtc tha Tiller? 

R1Qht . 

And above the Pocahontas t2? 

IUgbt . 

The other exhibit thot you've q1ven ue we've aal;'lred aa 

EXhSb!t N. Could .YOu tell tlla Soard what portion of t.hta 

exhibit pertains t o the VP-61 Haybe bold it up end show 

t.be.lll? 

Th~s is just a c:rosa section of the division are.a an4 on 

t.be u ;bt band side the L-199 and L-85 &1:'8 J.n tbe actual. 

- en next to or in the area tbat they• re trying to 

penut. 1n the VP-6 gtlb. 

And thu , in toct , llbowa the dip or tbe coal. doaa it 

not? 

What. it ' s sholli.ng 111 the variauona in thlc:bua of US• 

Tll ler to Pokey 2 borU:Qn. overall the nuaber of ee ... 

\04 
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1 MR. swutn : 'l'bu ·u nllaUoo to your queauon. Hr. HUon. 

~ 

3 

• Q. 

5 

6 

7 ~-

• Q . 

a 

10 ~-

11 Q. 

12 

Q 

, .. 
1.5 

16 "· ,, 
f () . 

Ill 

19 

21) 

21 

%1 

Zl 

2~ "· 
25 

Tben rou ean eltber accept 1t •• aoaethlno ~t•a beaded 

1D ue r1.Qbt dlre.ctioa or snar:aue 1t further . 

(Hr . svaru conUDuu. J bbJ.b1t It, the abatnct of the 

eqreuent wt,tb Idend creek. doea that QJPlY to sealed 

qOb , active oub and abort bole? 

'l'ea, 1t doea . 

When that aqreeaent ~·• be1Pq neoot1ated vttb Island 

creek were you a perey to tbe neoot.tattou.? 

'I' ea. 1 vas . 

vas there an t.ntendon on your part to 1J!p0se oo Island 

Cree~ an obUoauon to t.ll1le utra care 1n britlqi.Dg short 

bole c;u t o a well bore in teraa of not allcnttno that vu 
t o be contaatnated7 Vere there dlscuaatona wtth Island 

creek with reoard to that.? 

Yea.b , there -sure- vas . 

Tbe prov~s1on vhtch Hr . Mason bas focused on, beartno 

th.1s 1s a auaaary of oral aqneae.nta reecbed IL!ld cootnct 

oet;otiauona deol.tno vab best efforts to deliver 

plpell ne quality, ltea 2 on your eo .. encs, do you aee 

th4t7 c an you teU ae whet. type of operaUon that 

comment pertains to? ooea it pertain to activo oab, 

shor t hol e , sealed oob? I mean . why was that neoot1ated? 

..tt p.e r tatna t o ell of tbo, Hr. Kaaon . That l.a strictly 

o &urhc:-1! operat1oo - beae: efroru . 

10~ 
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t HR. "-'SOH: Let 111e aak you AnOtller question . la t)lare AllY 

2 cont.racnuu obligatlon of anv ki.n."d by aucbea:n Producuon 

3 COI\Ipany to pay for thue costs? You uow, these pluvvuv 

• costs aDd aeallllg cost~~ are tbinCJa tbat we•v. beard a 

~ great deal about aa being coAductecS in the ordinary 

a course of event a as a pert of llliDing. IU"a you telling •• 

: that BUS 4 , tb.1a qoll well - that these seale would 

a never be installed? 

e Hll. VA!tCOl.EN : That's right . Tbe seals wlll never be .1..na:t:.4ll-

' o ed . 

" HR . HASON: Tbe VVBs would never be plugged? 

12 KR. . VNICOLEN: Tbe wello would not be pluqgei! 1D p,-obahly our 

tl U .fetiDe . AS l onq ea that re~~~a.iruJ aD active a1.ne those 

we1.ls would c:ontt.nue t o ex.lst there untll some point 

1 ~ wbe r e that Dine wu abandoned. All the c:oata that are in 

•s tllis est1ma te are to Buche aD •a advetage to Pill' for -

17 it oakes econo:sic sense to pt"Oduee pipeline quality gu. 

•a j HJI . HAS ON : And even tbouqb accord.il1q to th.ta a;nutmt Uland 

19 Creek has an oblioa~on to use 1ta beat e fforts to 

~ deltver ptpeline quality gas, you don ' t think tbat l a 

~ included? 

22 HJI . VMGO.LEN : Not f o r tJJe aeal1nq coat. That coaaent WI! a 

n str1ctly related c oncerning each individual wall bore . 

N Bostc ally , 1~ r e f era to an operation vec;:uwa operetloa . 

~ Try not t o suc k on it too b~rd , vou know, to ~··~ tb• 
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I quality 111 tbe well bore . 

~ Hit. KABcm: But Hr . Cordon r.asu.Hed that all of t.be •••l•cS 

3 coats and plU9lnll9 coats all relate to the Ability to 

• del1ver plpellne qu~ity gas . 

S MR. VMGOL£tl: Db-bub . 

a HR . MASON : Let ee ask you uu. . Tbe.u bora bole (au, 1D 

7 t.bia aqreeae.nt b "ya t.bU S142,!i00 per vall, bO" 1a 

a t.ba~ to be paid? 

11 KR. SWAATZ: As eaeb wall bore .18 ut-U Lied . Basicall.y, vbat 

10 we plan on doing, t.nere•s Uve veU bores in particular 

H t.bat. we have idenUUed and loolled at and Ml: . LoUJI:lle 

12 vill testify as to t.be geology of tbat. Tbay•re all up 

1:1 struc ture on tbe h.i9h part of tb.e Jlli:na . C'UrTantly tte are 

1• ent1clpat1ng ]Uat to start wtth two of those . 

tS I(R . MASON : t lmov t.bat , but I II.IHlD are you votnv to -pay it 

111 all up front or are you QOlDQ to pay 1t u you -produce? 

11 HR . SWAJITZ ; We ' re qolnv to pay 1t all up front . If we book 

18 u.P to that vell "'e pay t.be usage . MO", there•a five 

t9 vella 1dentified and we cay not have to uae all five 

20 ve lla . we• n ~rre.ntly just lookiDO at two of tbu . 

21 HR . MASON: Kow d o you anticipate eount.lDQ for that on 

n Buchanan Production co~any • s book for gap purpoaea7 

~ ~ . SWART~ : l t vlll be considered a cap1t~l coat and dapreat-

~ otcd uni t production . 

25 j,(R , ~ON: Okay. SQ you• ce lfC)U\g to ~cover t.b.e coat under 
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1 the pro4UC!t10n o f the veU? 

2 HR . SWAATI : IUgbt . 

. ) HR . HA60lh WhY 8houldn ' t it be ueated •• u oper&tillv coat 

' on tllla vell u opposed to a coat up h·onU 

5 MR . SVAATZ: r • • not sure ve' re allova4 to 4o tllat. 

e HR . HASON l No . t'• taUtitlo about u . reoardll to tlle ec:eoWil• 

1 in; on the vell i tself . t oqree v1tb you on the ac:coUDt-

e 1no port . l vueaa vhat l'• conceroa4 about 1a that you 

o oll ~· baateally qotno to charqe Wbat ..... to .. to be 

10 a usage charge related to the uae of tbia bore bole vbicb 

' ' v111 be earned by you aa the vall 1a produced an4 y.t 

12 you• ro vo1nv to pay for t .bat up front. Nov, lt vould 

l.l 

15 

•••• to me that that •a a neeeeaary coat that aoaabody'a 

;o.lno to bave to advance in order to partiaipata ill tbia 

vell if they elect to do aoaetbinq . So•ethinv that coUld 

10 vell be deteral ned t o be an Operat1nv coat and that tbill 

11 PA\'IIent for this vall bore could just aa. aaaUy be 

18 cbaroed aoa1nat operationa aa they occur . And 1t appears 

19 t o •• that you all have made an arbitrary decia1on to pay 

~ this up front and charge 1t aa a vell coat wbich hot o 

11 very dre.matic: effec t on the uount of •oney --

22 HR . SWM't:: : I ' m not aure that vas arbitl'ory, tbouob. 1 th1.bk 

~ tba~ ·a • · 

i • HR . MASON : weu. , you your.aelf a<Sait. t.bat you•ro account.tnq 

~ for lt t s ooino to be to wb1ch you ve1;htab111ty ~n•o 

l08 



• 1. t over the produe~oo ot dte well . 

2 MR. SWARTZ : on AD after tAX baaia . 

' }t.R. HASON : Pardon? 

• HR • SVAJITZ : on AD after tAX buu. 

5 Mfl . KASOH : well , fo r acco.unting PllfliOaee . 

6 HR . SWARTZ ; Yeah . 

1 HR. MASON : Oltay. Wtlcll Deus that , bu1cally, the eJCP811.88 ie 

8 actually qoin'J to be incurred oYe t t.b• l1f• of the ~. 

11 That • a the whole theory of capital nc:overy over: a 

10 production ae tbod . 

u HJt . ~z: Right . Aa any oil ud qae ~U .1.8, though. 

12 KR. MASON : t Wlder stand that . What .I don' t undet"Bt end a why 

u tbe decl don was aa.de t o charge tbta ent.l.re aaount aa en • ,. up f r ont cost to thls well and .. ban aoaeOfte would elect 

t.S t o vartlclpate to 1t they wo\lli\ have to pay that up froDt 

16 as opposed t o havi ng it pdd os a port of the operating 

1; expense . 

te HR . SWARTZ : Wha t be 's ask1n g ~u i s why iUdD '' t yoo eater intO 

19 a t wenty year lease with aoothly ~yaents • 

20 .. lL HASON: No, l 'o not . 

21 )fR . SWART% ! lt Gounda Uke i t . 

22 Hll . KASON: Well , you could have dona that . 'l:'hU agreeaent 

%) doesn ' t. s~ec 1fy ~ben t t•a paid. 

2' ~R . SWAI!ITZ: ! Well , he •a t old you it'a payable u_p front . 

7:5 ·H'R . VANCOLEN: lt, s payable up f l:'on t . 

• 
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KR . KASt:~N : '!'he aqre ... ant 1esalf 1a allent and :roa all are 

z qoiag to aC"count for l.t on a raqular bu.U, but wbat I 

:s don • t undersund u wby you bave elecud -

• HR. sv.un: No . '!'hat capital _,lll bit the boob atr&lqbt liP 

s front . 

6 MR . KASON: Well , 1 understand that . aut 1t aakea a bio 

7 difference 1.a t.be ecoaoaiea of the partlc:1pant 1.D UIU 

a ve11 aa to whether you treat this as a coat up fraat o~ 

9 whether you treat it u an operatino coat . I vuaaa Ill' 

10 concern 1a tbat the nature -- you know, the very nature 

11 ot what you • r e talkJ.ng about here is the u.aaoe of tbe 

12 bor~ . I 11ean , you're talking about --you don't own 1t. 

13 You ' re pay1nv for the qas to pass through it, aa you all 

14 t eattfted previously which seeaa to •• to be aore the 

IS nature of a usage which relates to ope~ating aa opposed 

16 to up f ront -- 1 oe4ft, 1 underatand you're buyino a 

' ' contract Uqht . 11ut r guess 1 '• concerned abou t tbe 

1e e ffect of this t n t eras of whether it 'a !air to anyone 

10 f o r oqatnat wbo• thl& forced pool1Dg 1a aade 1D teraa of 

ro t.he f ac:t that where t here • s an elecuon to be aade aa to 

21 bow this is a ccounted f or one baa a negati ve e ffect and 

22 one hss a non• neqaUve effect: 1l1 teraa o f anybody betov a 

n partic ipant . 

N Q. 

2S 

( Hr . swart: cont1J:Juea . l Itt. VanGolen, let •• ult you 

thl s queot1on . could you drlll any ana o f tbeae flve 

110 



• 

• 

• 

1 

2 A. ffo . 

:1 KR. KASCH : B'Ut. the usue to not tbe east itself . "It's bow 

• 
s Q. 

15 

1 A, 

it 'll pllid . 

( Ht7. swart: c:ontli\UU.I Well, 1·f you d.i:'Uled oae it 

t~t~\lld hlt your boob 11\ the full aaount, t~t~ulcl it not? 

Yeah . I mean , J ust Uke any other well that you're 

a capit al e,lg)enses t~t~uld . If I utU •ze one of tbe.ae wel.l 

e bores l vrtte 41 cbec::·k to use it. 

10 KR , MASON : We U , t don' t d..lapute that. lf you eleebtcl .t.o 

11 drill a vell - what you elected to clo was to baa-1c:e.l.lv 

12 acqUire tbe rl;bts to use so•ebocly else's well' 

1.1 tm . SVAR1'Z : R.1.Qht . 1\nd that arranguent eou.tcl either be in a ,. capital payaent or a lease t;enta.l type of arran;uent . 

IS Alld the ar-ranvuent that we • ve enter·ad. 1Dto vltb the 

I& per-son that we're utili:in; this wel1 bo~e with 1s a 

11 c;iip1t4l an:an;oeQt. Tt • a not t.be other . 

!8 KR . MASON: And this contract 1s slleDt as to Wh!m it's to be 

19 pu tS . 

20 MR . SWART'Z : :x th1.nlt the full contraee. w111 probehl.y be very 

l ' explic it --

22 HR , MASON ; 

ZJ thn . 

~ell , t don't know . t don ' t have the benefit ot 

Let. 111e ao.k l'(IU anothe.r quesuon . Tbe title 

~~ op1nions !or drilling , you•ve vot on here 195,0~0 . Vbo'a 

..s QOllav to pay t har? I s BuchanAn? 

lll 
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~. 6\i~ : Bv.ebaaao . 

~ M'il. MJJ.SON! 'Who are Utey QOin'll t.o pay I.~ t.o, l&.vytra' 

' MR . SVMTl : Lawyers , l ed broken . 

• HR . MASON: Wby wasn' t. t.be t.ltle worlt done When the or1g1na1 

6 walla were drtlle47 Weren • t these areaa ort viDallY 

e dr~lled as vella- VVHs? 

1 Hll. S\IART% : They were drilled juat. to liberate aethane. 

11 TheJ"e wu no work doae for o11 and vas . 1'bere wu aoae 

t wo r k done for coal, b ut it bad to be brouvbt forward . 

10 But ao oil and vu title vas done aod no surface title 

u was done. 

'' HR . MASON : Okay. so these enr actuallY eoata. 'l'bey• re not 

1:3 r e.tlll:nttsea enta t.o Ialed creek • 

,.. HR . 5\lMn: No , they're not reillllurae:aente. 

15 MR . MAsON : Tbeae are actual ed out ed out legal coats that 

I& you're voiag t.o 1ncur leading solely to the oil and~? 

11 .at . SWMrn : ll1ght . We don't !:"ely oa their op1n1ollS . flo 

•e offense. Steve. 

10 KR . KASON : Thon~ you . 

20 KJL HeCLOTKY.IN : You• f"O t alll.inV about udllzinv five walla. 

~· If your allowable coat -- the wbole figure of 1,000, 

22 ll!>, 56!1. 

Z) KR . SWARTZ ! Excuse 11e , Hr . HeGlothlin . You • ve sort o f 

'4 e~aototod hie toatl•ony . He's tal~ed about util1:1nv 

2S two and H tho t work.a no a ore, and U that doe an• t work 

lU 
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I as many as f1ve . fle bas not sata that ~1Te going t o 

charge Co~ five wall bore•. But U th~y need thea 

:1 they• re 1n this DV!' is what bie teat1Dony has: bu.n . 

• Klt. HaGl.O'I'l{LfN: Ttian.k you . ttl" . swart: . How aay I fllliah wlth 

s •Y questi.on? 

a MR. SVAR.TZ : sure . 

7 HI\ . Mc:GL0'1'8LIN: For the rei:ord, Mr. VaDGalea, do you plan oft 

8 cll!lrVinO this ent~ fee or _lust prorate 1t on a per well 

9 ba:8181 

10 Mlt. VANGOUN : ..twrt pronste lt on a per well buis. 

II HI\ . HCGLOT.Hl.IN : Tbllllk you . 

12 MR . CHAIRMAN : Other que.at1o.ns? Noxt witness. 

u l .. ~tuesa11tanda aside.) 

" KR . SWA!cr'l: ; steve Breedtng. 

tS COURT R!l'O!'Hlt; ( Slfears 1(1tnea11. I 

16 

17 

18 S1'EV!ilf BRBEDmG 

tli ~ wt t.nes a who . after having been dul.y IIWOrn, was exaainod and 

~ t eGt1f1ed as follows : 

2i 

" 
2.l 

24 D'l kR . S WARTZ : 

DIRtCT ~T~ON 

~ o. s cat.e your name for us • 

lll 
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l A. 

2 Q. 

3 A. 

" Q. 

s A. . 

6 Q. 

1 

e A. . 

9 Q. 

Hy oaae 1B steve BreecS.Uio . 

Vbo do you work for? 

I work for bland creek coa1 corporauoo . 

ADd What's your t~t.le? 

Ky ut.le 1e eoalhed •etbane coordinator. 

tuve you teaUf.ied before thia Board before an!S bave they 

oecepted your qual1f1eat:iooa and crec!enuala? 

Yea. 1 bave and y&s. they bave . 

we tal.lte.d s ,o•e about txbib.it L before you got up here, 

10 steve, but is tbu. to fac:t, a map of the aiDe worb in 

11 tb& pqrt1on of tbe VP-6 ai.ne that 111 w1 thin thia proposed 

u sealed qob unit? 

13 A • 

, .. Q . 

15 

16 A . 

18 Q. 

19 A . 

2!J Q . 

21 

2:2 A. 

ZJ 

"" 
2S Q . 

Yes , u u . 

And does the Bt161 umi t that waa prevlou.ly created by the 

Board, 1n fact, a15jo1D this propoaecl unit on the east? 

Yeah . it, ' s d1rectly adjacent to the east 111de of th1a •

our VH-6 sealed 9ob , yea . 

They meet? They touch? 

Yeah . The boundJtr1.es, touch, yes . They overlap. 

A::ld Uuledlatel y to the north of the port1oo -of the DJ..nea 

£hewn on EXhibit L ~a there aet1ve DiD~o at111 onooino? 

ves . A ll ttle- further to Ul-e north we balle developent 

works th~tt are d1reetly to the nortb aud above that We 

have 4tlot.ber nortb{soutb longwall panel. 

And the~ is active atnino up there on9Q1ng? 
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1 IL 

~ O

J 

4 A. . 

s Q. 

6 A. . 

7 Q. 

8 

II 

10 A. 

11 

'rea. tb11re 1a. 

Have eeal.a been ~ll&talled 4l.reaclY ~o ee&l off UU. unit 

froa tbe rest of the VP-6 aine? 

Tes, ~hey hAve . 

who did t.hat work? 

Th.e VP-6 aine did those vorJt . Ida.r.td creak COa1 COIIpany . 

ADd bave you qtven 1tr. Gordon an eatiaate With regard to 

what you beUeve tho.ee sealing costa will ldti.aately be 

deterain~d to be? 

We obtained a ~alUI:ioe.ry eat1111ate ratbe.r burrtedly. Ve 

are ~;till ·t.n the proc:eu of tryill.q to tie down and 

12 i t ellli:e the ll.st of the actual costa tbat weat 1Dto tbat 

13 

" Q . 

15 

16 

17 A. . 

!8 

19 

20 

21 

22 

23 

"" Q . 

2S 

and hope to have that very soon . 

Not w~th a lo~ uC d@ta~l . but 1n orde~ to build a a~a1 

benreen any two putars shown on th1a -.p what pbf151cally 

does someone bAve t o do 1n the aiDe? 

well. 1t • a a phys1e u barrier that actually ahuta off the 

development 1 t aelf . 'l'bey 90 in and channel out into the 

rock to -prevent seepage over the seal itself and actually 

phya tcally c:ona-t.ruet c:onere~te block walla and concrete 

l f l'm no t lll e>taken t.hey • re a double wall . Then they 

seal around those •tth a spectal aealan~ to prevent air 

from seeptno tbrouob 1t. 

so ot avery pillar CJr between every t.vo pU1ars to the 

extent 1 t ' s oec:C!~son- t.bere baa beeD o col1d couerete 

lU 
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2 A. 

3 Q. 

• 
5 A. 

6 

1 

8 

9 

10 Q . 

block barrl e r tnatalled? 

Yea. 

And t aaawae you bave tried to do it in - rather thao 

ruAOtnv t.be lenqtb of the a6.1n, dolllq lt aero,. entrt .. ., 

Yea . There 1• a seal located r~oht down-- if 1 can use 

this . Rather than seal eaeh one of these iJLdivic1ually 

there ' s a seal located riobt 1n th1a area and then eaeh 

one of these are sealed basically just riqht across this 

area rtqht t.hrouqb bare. 

Does the coal or tbe floor ol the VP-6 mine slope 1n any 

II direction? 

12 A . 

13 

Ye• . The botto• of the VP-l we bave bottoo of aeu 

contours tbat dips to the uortbweet which --

You said VP-3 . 

sxcuae De . VP-6 . sottoo of the seu contours c11p froa 

•& t he aoutheast corner dmm to the northwest corner, the 

1: h1Qb s i de ba1Dq on ~e southeast cornar. 

18 Q . 

19 

21 A , 

U I was qoloq t o take thls ea,p that you've qot oo the 

buUetUl board and just f1qure t.be clip, it wauld cUp lUte 

Yes . soeetb1nq alooQ those lines fairly cootoura -- those 

o f you wbo are familiar with -- perpendicular rioht bere 

with the low stde being r l oht here, and a very h1Qh 

t o poqropblc bJoll be1DQ io this area rioht bare . 

Otd yo~ t~e tnto constc1eration the dip tot ~be h1qb 

lll 
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1 

~ 

;) 

4 "' · 

~ Q . 

6 A. 

1 Q. 

8 

I 

10 "' · 

II 

12 Q . 

13 

" 
IS 

!& 

t7 1\ . 

18 

19 

CD 

21 

22 Q. 

Z3 

po1nt 1n tbe aine ud also the fact that v•• h 1 iohter 

than alr a.Dd tenda to seep 1.ll blgbar areu? Xa that e 

factor --

Wlt.b rupec t to locaU.n g l.U 

RlGbt . 

fes. we did. 

so the f1v e ~ells are essentially 1A the soutbeaat 

quadrant vl\icb would be the b.l9heJ1t pout of the alAe 

that. 1s vit.hl.n tbia unit? 

correct . Tbe vel~e are located at 211, 292, zgl, 261, 

and 234 . 

In ad4it1on to utJ.1 iz1.nQ wbat you knew about tb.e dip ud 

eelectl.nq the b.l9b po1At of the lline for the wells tbat 

you would propose t o u~e to produce coalhecS aetbane 

within aiDe , vas there also s oaethinq about production 

history that you loo~ed at in selectinQ theae? 

lltoll, we looked back over the product1on history froa all 

the ventilation . we try to keep tab of how auch aetbane 

vas produced througbout this qob area . And rev1-1DQ the 

production history , it appaars tbat hopefully it won't 

take anvaore than uve vella. hopefully leas than that. 

Would lt be ( air to say that flve would ae~ to you •• 

baaed on h l at orical aetbane p~oduct1on froa tb1a area, 

tbet fl ve wells ~uld be adequate froa a a1De safety 

atandpo lnt to draln the .ethane that ~· ll.~e~y to deve\op 

\\l 
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I 

2. " · 

l 

4 o. 
$ A. 

1n tbu sealed uo1t-7 

~he trick 1s t o balan~e th& ~reaaure on tbe seals in thla 

particular area . 

TO the north -- to the top? 

leah. to the nort.b . ~~ ~ant to aU.e sure that. the 

& pressure ill balanced 1.n thi.a area . so you would have to 

7 

6 

II 

tO 

., 
12 Q . 

tl 

14 

cut on enough of theae -- a larqa enough nuaber of these 

five vella to aake sure tba.t the preaaure -- a proper 

b alance 1B aun tuned at these sa ala so the t you don • t 

get an intake of 01CYCileD or a throuc;~bput of aetbeae into 

the lline • 

W! th regard to tho northern boundary vhere the aeala are 

between this proposed unit and the active aiDing tbot 

contl.nues tn VP•6 , are there , 1n fact, three .saall vwa 

!$ C2at qotno to be left up t.bero? 

10 A. 

17 0 -

18 

10 

20 A. 

Yea. there are . 

And are those fitted vtth one-vay valves so that oxygen 

cannot Ql\t lnto tbe 111ne but you can pull on tbu to g1t 

meth&ne out lf neceseary? 

Rioht . Each ono of those 1a U tted wtth tt aa&ll nort.b. 

' ' ~er1can pump that •a -- it' s a low volume tYPe pump that 

22 h ave flat valves on thu to prevent any kUid of intake 

~ goloq l nto the mine . Those will only be cut on 1n 

~ ' cue - - aod those are! used as cootrol aecbt.nlaa to try to 

2! control the pressure at the seals . Hopefully ll thaae 

l\1 
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3 

• 
$ 

6 

7 

8 

9 

10 

1' 

12 

13 • 14 

IS 

16 

17 

18 

19 

211 

2 1 

Z1 

Z) 

2" 

'2S 

• 

o . 
A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q . 

A. 

Q. 

A. 

o. 

prealiUru r:an be controlled by t.haae t~rodbeioo waU a 

these will never have t o be osed. 

They're so~ of an emergency bar:k- up? 

Yes . 

Malle 4DY r:osts wu.b revard to the three WHa neal'" tbe 

north bounc1a.r:y bean i.ur:lu4e4 1ll any of the esU•etu you 

provtded Kr . Gordon fo r bill to use? 

No, none o f those . 

Island creek is bearinv those costs? 

Yea . 

ADd not attearpUng t o pa·aa the11 on to any -

It ' s a atne safety concern . 

Wlth reg&rd t o the ttve VVHs th.at are be1no converted 

here, c an you olve the Board some idea of wbat the coat 

to b111ld r oads ~o tbose, the cost to drill those., and tbe 

cost to equip those bas been for Ielahd creak? 

t ' m c;oln.q t o just Ql.leea. 1 Oon' t have my pu-ti.cula.r 

ftqures on those particrular walla . But aoaewhete in tbe 

neiqhborhood of - I'd s ay on tbe average probably 

S200,000 to S220 , 000. 

Per well -- per VVH1 

Per well depencU.nq on the length of ·ttJe road abel the 

ar:ceno into it and the particular site. 

would you describe to the Board wbat beppena to tbe 

ovorlyi no Gtreta -- tb~ immediate roof 1D tb~ atne and 
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I 

2 

3 A. 

• 
5 

6 

7 

a 

9 

'0 

" 

the overlying strata 1D aa area auc:ra u 'Che VP-6 .. atecS 

gob a. lonqwall •tntno provreaaee and ia cooclu~? 

Well, as the loagwell actually proceeds to c:ut the coal. 

out acroaa the face we'll have a zoae that will t.aecSiat

elY feU probably 1.n the neivbborbood of 40 or .$0 feet 

that will cave directly behind the loaqwall abaer and 

behind the shiel«U. At a~a po111t iD U.e after the 

lon~all pbase advances on out you'll get additional 

cracking on up into tbe upper strata to a depth of 

probably 380 or 400 feet above the top of the 13 aeu. 

.And above t.hn you get a little ainoT cracking. ·- on up a 

12 little bit blQber . 'Uld thea it reac:hu a J;IOiDt to you 

f7 

18 ' Q . 

19 

20 

t1 A. 

"22 Q. 

2:1 

:J . 

have a deflection ~one where there' a not really actually 

any erac:lt1.no !lut tbe st.rat.a bends, so to tJPeak, wit.boot 

G'Ubstant1al adc11tional crac~Unq. I would aay that 

probably ooes ·up oa b1Qh oa SOO or 600 feet above the top 

of the U se.a.at . 

Your opinion wttb regard to tbe pool or the reservoir 

that wW be dra1.necl o u t of th1a aeeled gob unlt, 1JI 1t 

between or below the Tiller and above the Pocabontae •~' 

Tea . 1t would be . 

And 1s it also your opinioa that for all practtcal 

purpo$e& the dre1.nage wUl be a.lao conteilled w1thin the 

e~terlor boundaries? 

25 A Ye8 • 

no 
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• 

' Q. 

2 

) 

• 
5 A.. 

6 Q . 

7 

8 A. 

9 Q. 

Ia 

II 

12. 

13 

14 

! II A . 

HI Q. 

!7 

•a A. 

19 Q . 

:1.0 

21 

22 

Z3 

2S Q • 

Halle ygu trlerl to ane the ua.i~ in t:eraa of eolld coal 

bloc:Jt.a and other olne attt1but•• to kellP the drainave 

fro11 the projectec1 wells and the projectec:l. Wl1t M1t.hin 

tbe boundariea you•~e ••~iabed? 

Yes. ve have. 

The aoUcS coal blocu or barri&rs on the weat. the solid 

c:oa.l ani) seale to tee north and so for.th? 

Yes . 

ta it your opi.n.ion tbat tb1B naled oob unit that 1t u 

falr to treat it essentially as a container lyinV between 

the ·TUlar aa 1t • s very uppe.r boundary and the Poc:tholstu 

U a.s 1 u lower boUllda.ry anil tben Us sidea bll1DV 

euent1ally the shape that we see depicted on the 11ap 

which 1a the solid blocks or the ae&la? 

Yes . Y do. 

And that is the uea tba~ would be drained by tb:e two ~o 

five wells we've been talki nq about? 

'4'het • s correct . 

Is 1t your oplolon that th1s plan in teras ol the 

utlli~at1on of the five bore boles , the a1:1nv of this 

un1t. the seals that have been put in place. thot tbl• 1e 

a r easonable plan to develop the aethane within th1• QUb 

area? 

cer~oinly \t 1R, yes . 

And .is u your opinion (url;l\er that tbl.a pl.u. ud thlt 

1~1 
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1 111\lt wo~o protect the correletJ.Ye d;bta of tha ownara 

2 of the metbelle l011tb1n t.hls unit and alao protect. a;ainAt 

phys1cal waste ana ticonoetc vaate? 

Yea . f~G. it would . 

~ HR. SWARTZ : I don ' t have a11ymore queaUona of ttf' . Bnedl.n; . 

1> Hl\. CBJU~ : Questions, 11eabera of tlle Board? 

1 HR . MASON : I have a quesuon . Let 11e ult you thie . You 

e teaf.ifiel! that you eJCPect tbat the fncturerS area al:love 

9 tb- fJ to be 380 to 400 feet , 1a that correct? 

to HR . BIUII!!DI'NO ! Fro11 a subsidence atanc1po1nt tbat •a a 

11 HR . MASON : No111 much actual l'Uhble ate you oouu; to -- .I DeaD 

t2 drop ore you qo l.nq to QPt? 

t# HR . B.RJUlDING : Actual rubble -- you're probably tollttno 40 or 

14 so feet physlcal rubble that you can see behind tbo 

t.S shields . Ae tualty Whet\ you're uoderqro\lDtS you can look 

•e behlnd t he a eels and you can see tbe a.ize o! broken rock. 

11 That p vobably ooty qoes up onty 40 or 50 feet . When I 

re talJt ~out up t o 390 feet I • • taUtino al:lout zones of blOb 

19 fractur1no. 

~ HR. HASON : 1U~ht. 'Wlthin that area ther& are a ni.Uiber of 

21 coal sea~s. 1s that correct? 

Z2 HR . B·IUISDING : Yea , 

Z3 HR. MASON : Do you ~Oiof hotl llaDV? 

~" I KR , BREEDING : SOlie eoal &ealla. Mr . LoU!Il..len ¢'.Ould pr-obably 

~ better address t hat . t•• not taa1lior ••actly Wbat •• 
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Kl\. S\IAJ!Tl ! He's here. ·ye• a going tQ t.aatUv oa the c:bai't . 

2 HlL BREEDING: Re can pcob@lY tell JOU e,xectly .1JI v1tbi!l that 

3 500 or 600 feet above tbe 13 aeaa • 

.. HJ. . MASON : okay . Tb111t ' s .floe . Thank you . 

5 HI\. SWARTZ ' Anyt.b1ng .Use? 

• HR . CHAIRMAN : Just one other que.stton for MJ:: • .Bree41Do. Tbe 

7 abstteet of your contract - we• re not t.&X1Do ey actJ.c;n 

!I on the contract i taelf, but 1 just noticed the stat.uenta 

9 about. the requireaant to aa.intatn pipeline quality gu 

tO 8114 do all those things . Do you have the neaeas,uy 

'' flex.i.bili cy -- I see th111t you' ve reaene4 ~e right to 

•a vent ou for lllln8 ntecy, ln~t you ac14res•~ the J.Jtport-

13 ance of btti.ng able to achieve that balanca ao that 

'" you i re not adlUnlJ to tba caat.hiUie ta tbe a1ne . Do .ftJU 

1eel l:hat t.hrougtout aU of your &gTeutmU t.b&t you b.t.ve 

'6 the neces sary flexibility to have the a1Qe aa!ety to be 

11 the pr1or1ty7 

t8 HR . 8Ram)l.NG: T.bat .l,s: the ult..l:raau concern 1D all of our 

19 agreuenu . That has been top pr1or1ty froa the woi:'Ct vo 
20 and .it- • s 01ven - on 0! f part caine aafe~y will not be 

~ overridden by any kind ot econoa1c evaluation or eeonoaic 

22 consideration or from a recovery resource et&ndpoint that 

~ stne sate ty ts the top concern. 

24 ,'tfR , CHAIRMAN : 1 certainly would upba.a1ze that any aet.t.on of 

:a tb.u Board would never jeop&.rdl:e the safety .of tb& 

Ul 
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wor~ers 1n ~~~ a10•• · 
2 Hit . BR!!EOING: Absolutely . 

:1 HR . CHAlllHAN : Thank you. 

4 CW1tnaaa stamt. add.a.) 

s HR. SWARn : I 'd lllt.e to call Kr . LoUEllen . 

6 

7 

a DEHJllS C. LQUB'LLJDf 

9 a witness wbo , after baving bean duly sworn , was axa•tned aud 

10 test1Ued 4 8 follows : 

11 

12 

tl 

DIRSC'I' BXAKJ.NM'ION 

14 BY MR . SVAJlTZ : 

15 Q . 

11 A . 

17 o. 
18 A . 

19 Q. 

20 A. 

2 1 Q . 

22 A. 

ll Q . 

'~ A . 

l5 Q • 

could you s tate your full naae tor ua? 

Dennis c . LoUEllen . 

Wbo do you work f or7 

Island creek cool corporattou . 

And do you bave a t1tle? 

I 'll t he division 9eologist . 

And do you bave a deQTee 1n qeol«:~VY' 

veab, I bave a kaater a degree 1n geology. 

rroo wlloe ? 

&ast orn Wasblngton UUtvet&1ty . 

1-\&VIt ~u t41sUU.41d befo~ t.hU Boa~ betor1l'f 
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A. 

2 Q. 

.3 

4 A. 

5 Q. 

a 

7 

8 A. 

Yea , t bave . 

Alld have tbey accepted your quu1f1cat1ona and crec1ant-

1ala? 

Yes . tbe y balta . 

Dld you prepared a eoll'ple of ·exhibit.a to uae today witll 

revard to tbe st.rat4 and eharactar1Jit1ca of tbe aaaaa in 

tbe are a of tbe Vl'-6 a1ne? 

ves. Y have . £xhtbtt H ill a veneraU&ad aec:t.1on attowino 

a t.he coal seaae in tbe area and bbib1t N 1a juat a erose 

10 aeetJ.on . 

11 Q. 

12 

I;J A • 

14 o. 
1!> A . 

HI Q . 

18 A . 

19 

~ Q. 

21 

Z2 

Zl 

If we could start Wi \:b SXh1b1t H. The Pocah.ontea t3 aeu 

1a where this ebart a tarta, correct? 

IU,iJht . 

And the IIP• 6 alne la ln t.het aeaa? 

aiqht . 

There• & a PocAhontas 1~ seaa below. About bow far below 

would that be? 

lf n. • s present 1t • s oppro.xtaately 50 feet belCJV the t3 

sea. 

You were here and heard Hr . BreecU.nv deaerihe h1a view of 

what happens alter lonqvall aininv and I know froa 

tah:tno t o you that your• s 1.a 1n au.bsta.nce very alaUar 

but sllohtl Y dlf f erent , COuld you as a veolo01et attan 

wi th us your view of wbat bappena in teraa of diatreaatnv 

or rtibbll:atlon behind or after lonqw&ll aininv and 1& 

us 
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l lUtely to 11a.ppeu in this unlt or bu already bappeAaCl 11l 

2 · this pro~aed unit? 

3 A. Well, from what 1 bave learnt X'd say aoat of the 

• produetton will coae froa the -- about the Btd!.ley or 

6 va.r creek sea.a dQvn to tbe Pocahontu 13 aeaa. 'l'bat• a 

a · baaed 1n pact on what Steve said about t.be ~11zattcm 

1 zone and tbe zoae extensive fractur~q. tt •a also llued 

·a ~;~pon saae sU.ulaUon studies which allow that the Unt 

9 soo feet oi 110 1& wlle.re most of the vu production coaea 

10 fi"'lll . And it • s also ba.aed on 1nspectioll of well bona 

u With a dow hole caaera. Host of our daDage tlo the 

12 bote&, breaks 1n tbe easing and what not, '11111 start 

13 oecurr1no at soo feet or leas . 

•• Q. A lot of these well bores do not even have caa1av. 

1!> cone-crt.? 

16 A. No . ~ey•re all case~. 

Well , beyond the 'lfater protect1oa strelllU and tbe coal 

18 protectton atreus are you not clrUli.119 soae vttbout 

19 

20 :.. . 

21 

casino? 

Those that are drilled without casino -- t•a aware of 

about 500 feet o£ casing. 

What enhances the P·t oduction , obviously, 1s the frac:ktuv 

tbat occurs after the ~ed1ate roof leta 90 end lt 

profl1qates up . correct? 

RlQht . 

Ul 
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2 

:1 

Q. 

S A. 

~ Q. 

7 " · 

a Q. 

9 A . 

!0 0 • 

I I 

12 

13 

I• A . 

15 

IIi 

17 

18 Q . 

!Iii 

2l) A, . 

21 

Md wbet you • re say1nv ia thn. -•aaa fro• Wh1cb you th~ak 

to eh.e eJCte.ae cbec~ .t• coalbed •&t.b4!2& IJ•• that pr.lae.r.Uy

the productlon wtll c0111e from tbe aecJUey, ~ar cr.u aod 

down , 1.8 tllat what your teet:Uiony 18? 

RiQht . 

And those are defLnltely coal acus.aa beloti th* 'r1ller7 

RlQI'It . 

And above the POcAhontas t~? 

JUgbt . 

Tbe otber exhibit that you 1 ve given us we•ve aarked •• 

t:xbiblt N. coula you tell t.be aoard 111bat portlaa of thh 

exhtlut per·tai.ns t o the VP-67 Haybe bold 1t u~ aniS ebo~ 

tbea? 

Tb.u 1& jun. a eros& 8ection of tbe c:Uvia1on ~a and on 

t.be r1Qltt h4nd side tl\e L-299 and x.-es &r& in tho actual 

-- are next to or in the area tl\at they're trY1nc;r to 

pe~1t 1n tbe YP-6 gOb . 

And th l s, ln fact . above the dip of the coal, does it 

not.? 

What it ' s uhow1nv ia the variations ~n thickn••• of the 

Tiller- to Pokey ~ horl:-on . ovcn·all tbe nuabar of aeaaa 

and tl\e thic)tness ot the fot'lllation decrea&ea to the 

nor-tbw~st . And u u . bappeoa in this cue tho·t tbe ••• •a 

do dip t o the nortbweee At woll . 

But it does JJbow r.be c:ontl.nU1tY of tbo IIPI Qf 4h-

117 
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6 

7 

8 

9 

10 

II 

12 

A. 

Q. 

~ -

contLDU1tY of aome of tbe ae .. •? 

RlObt . 

As a geoloQ"Ut woulc1 1t be your opinion ~at the propoaed 

unit •hich is depleted on lxhlblt L 1 for oxaa~le, tbat it 

NOuld be fa1r to regard the pool wblcb WOt.Jl4 .be drUned 

by wells in that unlt as be1no ly1.ao between tba Poc:llhon

tu 12 aeu on t.be botto•, below ~· Tiller Oil the top , 

an.d generally apealting "ithin the confiDes de~icted on 

Blchibh: B that 1 t -- "ould be !air t o r·eoilrd the pool 

and treat. .it u a pool w1th.in that uni t that '«!uld be 

dro1n~d by the pr-oposed well? 

Yea, J.t wculd be . 

t3 MlL SWARTZ : No furtbe:.- questions • 

'" HR . CHAt.RMAtf : QUestions, •elllbua of the Board? 

tS wa . tQscm: It you look at this chart , just looUn; between 

tG the Beckley var creek oa tbe left, 1f you 11dd up those 

17 numbers there see11s t o be approx111ately 630 feet of area 

tB approx.iJIIate dis ta.nc:e between the aeu'l 

19 Hit. LOUELt.E.N : 't'be int.erval between t.he -

2!l HR . AASOJO : Ub-bUh .• 

2 1 HJI. . LOUl:LLBN: -- bet~o~eett the Bec:Uey a nd the Po k.ev J in that 

22 a.rea 1t • s probably close to ~so feet or tbare &.bout. 

Zl HR . MASON : Tb1s area would aU. be effected -- wou~d probabiy 

;o~ b E> e ffectE>d by the oob traoturlno? 

~ HR. LOU!LL&P: To aoae degree . ~e aoa~ 1ntenaely efftcte4 

128 
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' areas would be doWn closer. aut. yoll VOillcl p~O-~y ••• 

z so•e fracturi.nq and &OJie ette<:r: oa tlJe other-s.. 

3 HA . MASON : Ate any o£ these st.rat.aa betveen the coal capable 

6 of produc:ino o-as on t.bi!J..r own? 

5 HR , LOUELLEN: Yes . 

6 HR . MASON: Do you ltnow -.bather .:bue'e any tatet _,1th1a tbia 

1 oob wel l t o ~a~e any Allocation of ine~e to tboee? 

a HR. LOWLLEN: You're tal kino about sue~a eci:Joc;:cmt to the 

11 coal seul"? 

10 KR . MASON : Yes . 

11 KR . LOUEW.BN: I don ' t: k:now. 

12 Jot;~ . KASON: Anybody etae? Glen? 

13 HR . VJ\NCOL£N: You uy n~d to ask Harty tbat. B\it t tblnlt, 

16 Kr . Haaon . trom ~~Tiller bel ow tbey•re all eiailar 

1s a inerAl intere sts . So .tt•a All one oil at~d gas cnmer 

111 tllthi n a cen :atn a:rea or one mi neral owner wit.bin a 

11 certain area. ~ere • s not a d1~iaion of interests within 

18 t be aeaa . 

t9 HR. HA.SON : 'lie U :r undetstand. I mean , l certainly tlJinJr 

20 W!.th1n t.he s eope of tbe poolU.g app~1¢at:10D you ~ have 

21 t be right t o pool those. associated strata . Tbat'• not 

22 t.he po1nt . The point 1D 1s tbero any inl:.ention to aake 

2.1 anY allocation o f tneo.a~e to ODyono other tbOD tba coal --

~ t o any otroro o~her than the coal atratat 

~ H~ . VANGOL~N: we wil l a\locate inco•e to ~hoeYer t he elaia• 

1~9 
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A.DU are - - whoever• a perc:e1~ to be the ownu or 

2 ,.hoever • s deeaed to be tbe owner. 

3 KR . HASON : ~ underatA.Dd that . 

• KR. \TANGOL!lf : Now, if those people b•ve c:-a to en arrange-

s ment betveen thuaselves to allocate it in soae aauer 1M 

6 wt:U pay that . 

1 HR . IQSON: We're tallliog about: 1f thete1 a i.licoae venerated 

a from tbe coal.bed st~at4 -- coalbed •athA.De -- that there 

g are other people that have an 1nterest 1.n tbis weJ..l that 

10 are o11 and gas cnm.ers. Vhat 1 1 111 trying to £1Ad out la 

, do yeo ali ant1c1pate -- and ~ tbln~ tbte ie a question 

12 that's 1JDportant 1n all these gob walla . ta t.here any 

I' 

15 

intent to aake any allocation of i.neoae fro11 pe produced 

other then the c:oal aeaa or ClnV oeeoc1ated at:rata? t wu 

frankly surprised to hear your veoloo1at te.tify ~t 

10 there ID.lgbt t.ncoae froa t.he other strata bacaU&e t had 

11 been tol d at ano.tber baartng that th-ara wun• t . I aean, 

•& frankly y ou sort of cqrved ae o£f 10 a different dirac-

,g t1on . What 1 would intaod to establ1ah va8 that there 

~ wasn• t any. 

~~ HR . SWAR7Z• There 1s no commercial horizon anY.,here between 

~ that s trata . rt' s all coalbed met.bane . t mean, anybody 

2l who c2r llls out there does not atop in any of t.hoae 

21 •trota. l t 1 s a very tightly nonco-erclal -

~ Hfl . HAS014 ; Let me suv9ellt to you all -- you all need to toll!. 

130 



• abou~ ~bu o l1nle bit . T 'fl:luld Uke to lml»f Mbethu or 

1 not tt\ete 16 cmy <;a.B t.o be 9COd.u.e:e4 fcoa uon-cou aeaaa 

3 associated with this well. because that raiaae soaa very 

• dlfUcult; questions . 

~ KJl. SVAJI.TZ e You qe~ answers to the queationa you oak an4 what 

11 you asked Hr. t.ouBUen very apec:.if1eally and aaybe you 

1 n~ed to a.slt bt.g - - r thirllt you th1Dk you vot AD. onswu 

a tba~·a 4lfferent than vbat you oot. "Y recollection la 

9 you asked hJ..a whether or tll)t there 'ft~Uld be aethane 

10 produced fro~~ strata ot.ber thAD coal aeua lD this 

11 d.tstressed :.on.e . .l believe that' a what you asl.ed h.1a. 

t2 HR . KASCH: R19ht. 

1:1 lUI • . SVAJ!n : And bhl OlUIWer was ye.a. But 1.f vou wAD~ ~o uk • •• him whether or not he has an o~1n1on .a.a to wbetber or aot 

1s that 1a coalbed methane that 's betnv produced fro• those 

t& other stra.ta other ~he coal seu. you probably need ~o 

11 esk h i m that because r think you'll vet an an.wwr that 

18 perhaps will head you ·in a different direction . Or I'll 

19 ask bi~ 1f you don ' t·-

:::0 .. R. LOUELL&R: I tb ink you • re tal 1Unq about the source cd 

21 where tt'u coaing from aut of a frac~ured rahblized area 

~ llDd -· 

2l HR . MASON ; Welt, "We all re,cognhe the mivr-a~.ary n.ature of 

2• gas . 

2S 0 (Kr . swart: continues. ) Hr . LouElla~. you're famiilar 

• 
U1 
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f with t.be f•ec: ~hat. there i.a a Vir;ioio Goa and OU Act., 

2 correct.? 

3 A. 

~ Q. 

IUt;rht. 

And have you reacS before today an~ are you aware of the 

5 face: that. there is a deU.nltion in thue of coa.lbec1 

6 methane ;as? 

1 A.. 

e Q. 

,g A.. 

tea , atr. 

And bow does 1t define coalbed aethane gaat 

n •a d.e.Cined as qaa froa the coal seaaa and associated 

10 strata. 

11 l(ll . HASON ; I understand tbat . 

12 0- (Kr. Swart: continues.) And 1& thare ga.a in strata 

13 associated with coal seus? 

14 A. 

IS Q . 

IG 

n 

18 

19 A. 

'20 Q. 

11 

'22 A, . 

:D 

Ob, yes . 

And wi th regard to tbts partteular unit 1t ~ we~a to eay 

between the Pocahoptas U and the Bec.ltley War creek. 

wou ld you agree that tbere 1& occluded methane in atrata 

other than coal seams 1n between that? 

Yes. 

And wbat woul d your opinion be as to the source of that 

q as1 

FToo what we caa see 1.t' a probably escapad troa the cool 

seaas. 

And .in t e.tus of the statute , the VJ.rv1n1a Goa and 011 

2S Act, does .1 t aalte any dbtinc:tion botveen tb .. ? 

l.U 
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I A. No . 

2 KR • SWARTS : Tha~·s all I ean offer. 

:J KR • liCASON : AnY pot.antial cleiacmt to .that QU being oil and 

~ vas bas been not1Ued of this beartnQ? 

s HR . SWARTZ : we do a lot ot leaa1nq an4 nodd.DQ, yoaah. ·u 

a you look .at the Hst 1ll t.be unlt there ore •ore otl and 

7 vas owner a listed as respondents than anY otha.r eatevorj . 

a Tbet dellonatratea the effort. that waa 11.ade to trac.ll tb.oae 

9 people down . ~at's all I have o( Hr. LouBllen. 

10 KR . CHA.lRKAN : Other questiona? 

" HJL EVANS l I llave one oo1no back to anot.be.r issue that waa 

12 beat to death . But aoatn we'll oo back to tboae bore 

13 

'" 
bole fees , that 712,500, that's for aaxiaua of five . 

Should you only do two and people elect to participate 

15 bow "!ill -- and ~t becOJDes necessary to c1o three •ore, 

te where and bow do you Plan to handle t~at &ituauon wbere 

11 you have a variable number ot wells that are poaeible ~n 

•e 4 un 1 t ? Wtll you 90 back an4 offer tbe11 another bite at 

19 the Rpple , s o to speak, or once 1n always ln et. whatever 

'3) l e.vel and --

21 KR . sw~RT~ : l' CI 901.n0 to alllost a.nner ~ur queation viUl a 

~ quootloo on~ then 1'11 let Glen de~l w1tb lt .. well. we 

n hove ~rte4 to QOt t he Board to q1ve us sUbsequent or 

""' tater operouont~ lanquaoe ln the poo11nG order. eo that 

~ ~& aan eome in and ask for a ain1mum •• 1n other .ar4e, 

Ul 
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3 

• 
5 

6 

) 

8 

; 

10 

11 

12 

,, 
1'1 

15 

1$ 

11 

Ill 

ve be bere t oday asJUno fo r t110 velh and than bav. .aoae 

kind ot ability to oo to the people who pa~t1c1Pated for 

the firs t t,;o And say, All rtvbt . we need tht'ee or we 

need four . Here• a vbat 1t ' s qo1ng to coat end we WllJlt 

1Qu to 'ltlc:lt 1n or tell ua you vaot to be c:arrt.ed or tell 

us you want out• withoUt being forced to coae b ack to tba 

Board . we have never l:!een able to do that. .!Uld tbue 

a.re very good reasons for the Board not to le't us do tha t 

and I understand. But when we•re not allowed to oo for 

th& a1n1~ua and every v1a1t t o t~e Boord takea at least a 

month and o lot of 110rlt on t.ha filing feea antS eve.rybodv 

has to come down here, vbat we ten4 to do is think What 

Is the probably reuonahle h1qbast nWiber of wells ar 

costs we 're qo1ng to inclir and let's qet it on tbe f1rat 

trip because we can ' t ·-- s o ve mode a dec1s10h to do 

that And ve rea.lly don • t have o ll.ec:boniaa to do it 

currently any otber way . And. 1t'a not a very vood 

4tlliloler , but 1t1 s a pra.e Uc:al probleiD that --

19 HJI . tvlUIS: ~ croess y.ou answered DY questJ.on 4ftd tbe question 

20 tb<11t: I was qoino 'to aak ts, this est.iaated allowable 

'1 costs are ooino to h~ =~-imt~s as oppoaed ~o aoy~1og 

22 else? 

n t4R . S'ofAATt : tt has to be under what I've jullt d!llcr lbed . 

2~ HR . EVANS : ''Mlll t ' s f.ine . 

~ KR . SWART% ! And t~ere are vood •«aaona to do ~hat tha noard 

ll4 
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1 b .. done beeauae ~f you put ~t 1D the beads of ~e 

2 oparators tba-ir l:'oncem la that when you qo ba~ for the 

) seeond t.r1p. alt.houqb tbey bave eontiaui.no jur1sdlet1oa, 

4 tbey'Te not: go1QQ to have that l.mledlate control over it. 

s and -- you know, a 9ol1c7 decision bas been •ade by you 

e all whic:b I can • t arvue with, but :it leads to this Jt.1nd 

7 or re·sul t: _ 

a HR . &VANS: 01'1, l understand why we - l wu just t.:t'Yinv to 

e na . .ll down to aake sure that 1.t QOt ln the racor-4 that 

10 these are probable maxtmuma when we're talkinq about th .. 

11 as opposed to - .it could be soaewbat loeaa. probably 

tZ won 't be too aueb mote . 

t3 Ma . SWMITZ : tt can · t be •ora unlesa we c011e badt J.s the wa,y 

•• things worit . so it is o.ur best: judoeaeat as to wbat will 

probAbly do t.tle job on the 1111lX1111W11 end an4 you've beard 

16 Glen testimony. He thinks two Diqht do it and we're 

11 g o1ng t o u-y t o and a.ee what happens . 

18 KR . SVAUS: Sllre. 

•9 Hll - c:rou:-R..'(AA: I( yc1u ~uld only \lee t;wo or the bore holea 

20 then tt would be t:wo-!lft:bs of th1a coat? 

1• Kit- SWAJiTZ : well , no . It would b.e two-fifths of 700 --

~ wbatever ~b at wel l eoat auaber la . I aean, the title 14 

~ still t~ore . A lot. of the seal1nQ costa are still tbere . 

?• au~ ebe lar~est oost wou~d qo down dr6aatte&lly. 

2!1 HR . HcGL0<:1\t.U~ · If ,.1\oevar owns the tract propertJ of tbh 
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l and be a booa e5 Lo elect ~ participate, .ould bla eoat be 

2 prorated on the ent~re ~lovable coat fiqure or per each 

l vel l'l 

• HR. SWARTZ ; Because of t .he way your orders P1'9V1.S. Utat 1t1 a 

$ payable -- I • • )oat t e l.l1nc;r you Vbat ll1n4 or o.rde.ra •• • ve 

a got -- it would be on 100 percent because the •oney ha• 

1 t o be pold wit:b1n o pe riod of U.a. I aean, lt ttauld be 

a the bdg nuaber. 

9 KJt . HoCLO't'Rl.lN : It would be Lbe biCJ nUIIlber, but vhot 1f --

•o are you oo1nq to vi \1e h111: bac:X acney .lf YQU don • t use 

ll 111 1 h ve? 

r2 MR . SWARTZ: Yoll hsve LO. fie ' s your partner, rlqbt . 

13 Hl\ . HcGl.O'i'RLDI: can be elec t to part.ic:1pote on one o r does be 

,. elect to po.r t l c t.pottt on all of them? 

1S KJt . SWAI\'f': ; As l t. ' s currently ban4lecS , vou• re eit her 1h or 

18 

11 

18 

19 

2n 

2l 

22 

ZJ 

;'~ 

:!S 

o.w: out: . Yo u • ~ ln f o r the full .ride -- yo u know, one of 

t.he tht nqs that we hove t al.lteCS to you all obout. and ve• ve 

never ontten i t and there aTe good ~easona not to do 1t, 

but it v e vent t o seae klnd of l4yer or subsequent 

operations procedure, 1! you came 1n on tbe f1~8t two, t o 

apswer your queot ton , and then they eoae t o you f o r the 

t hi r d one and yo u s oy , •wel l , 4 don ' t want to spend tbat 

!!Ioney. • We c o ul d pr ovide unde~ that U .nd of a way a 

mecb&nis~ a nd soy , • t wont t o be c:orrled on the third 

one • B\l to .o.a l t 1a t a nds t'l9bt. now ve•ve qo t o pretty 

ue 
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1 atru;llt. forward wA\' of deal1oQ wLtb that wa deal wltb 

z t.be coots up front; . Tlt&y c::an't e.wceecl a llllJtPUir Olld J.t 

:a you want-ed t o part1c:1pate under t.bis proposal u 1t 

• stands you -.auld hove to pay 1: perc ent o.e the t . l 11U11on 

5 ,._ whatever the totlll is . 

& KR . McGLOTHLIN~ nave yo1,1 or on or Buc:b4Dan, vboever \ro\lld 

:r 41.se'Usli the metbod, do they bave a m.ec11an1s11 1n plaee to 

8 teU the potential l>art1c:1.pant bO'f t.bey can participate 

o and 1 £ you don't put in the five ~lla or you don't 

10 change over to t1 v e ve Ua they • ll soae •oney bac:ll: :Lf tbay 

n elect or ~ 

12 KR . SWAATZ : well , the couunicadon vith people who have an 

IJ 

·~ 
IS 

IS 

17 

18 

t!l 

20 

21 

22 

opportunity to elect under statute ia to aend the• a copy 

o( the order you enter. If ·they choose participate or be 

cArried. then t.bere 111 per·~odic accounting 1hforaat1on 

tbet ;et.a provided. But the up front not1cea -- the 

order ~ou all ent er and that's What t.bey vet . Of cour.ae. 

they ' ve qotten notice of hear1nq and tbe appl1cat1on and 

the 1nfo l"llat. ton fro~:~ the co11.pany t.bat - but ·tn tenu ot 

any tnformation qot.ng to them tha.t t.bey haven • t: already 

qotten v111 b& your ord&l' be.cause tJ1ent' s an obU.;auon 

to aa1l that to the~. 

4:3 HlL VANGOLBN : As a vorkl.nQ lnt.e.rest. owner they would recetve 

:' month~y stGteaento on tbo account. -- revenue atete11eata. 

'l5 H'R . HcGLonn.w: okay. Thanll. you • 

U1 
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3 HR . 

• MR • 

5 HR . 

6 

~ ' 

8 HR . 

9 

10 

, 
12 

13 • 14 

\5 

18 

17 

HI 

19 

2.0 

2\ 

l2 

~ 

2~ 

25 

• 

~= 'Tbat•s .au I have. 

{witnue at.anda utda~) 

CHAIRMAN : Any other ~itneaseat 

SVAitTZ : No . 

•CIQDIMAN : Anyone else •d.ahing t.o addreaa the Board 1n 

tb1s lllltter7 Let the r ecord abov that there are no:ne. 

rurthe~ questions , members of th., Boardt 

MASON: t just have a eo .. ant . r tbfnk that tlle Ill!! we 11 

bore ¢<)8't:s or an operator coat shouldn ' t be allowed uP 

front . 1 th1nlt they should be recognized over the Ufe 

ot the ~ell and I think t.nat the sealing cost 1Jl probAblY 

base d on the t.es t111ony of - even thouon 1n the past the 

BOard bas t:aken a d.tffarent view. they' ve incl1cated hal"~~ 

thot the sealinq cost 1s so11ethinq that would llot b~pen 

but from the well. 1 thlh'k e a.n accept that. l' think the 

pluqqillq costs of the vella is s.oaetbinq that wuld 

ul t.illlat.ely be done maybe at some long tlma in the future , 

but ulttlllately the l\lnln9 ope.rotton baa the reapona1bU-

1 ty for those cos ts . And f think that aoae pro.rat.ion of 

t.ho.se costs aboul.d be made between the ;as operation 6114 

the mlntnv operatlon. t thin~ to ,put that entire bUrden 

on thls Qab un.lt i.a o.o t fair . Bear 1n mind that thes·e 

bore costa in the contract -- the amount to beqtn ~lth 

wftu ente red i n to lo a contrect between brother an4 sistor -

cor-por tttooa . so the eost 1a t.O so•• deqree arbtttar.v 

lll 
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based on w'llat they Wish to alloc:~te or deterwlaed to be a 

2 faJ.r prtce. Azld ~"*' f.ec~ that Ul9y c:b~e to structure 1t 

3 to Where u' • all pald up froat 18 purely -n th.lD their 

·• own contr ol and I do n • t thinll lt. reflects tbe real nat':U:n! 

s o f 'What • a votnv on and that 1a that tbe bore 1a be in; 

6 atll1z:ed over a per 1o4 o f U.ae and aboul.d lle c:h~ t o 

7 tbe well ovar Ulle . :{llat • a 1 t . 

8 KJl. CHAIRMAN : Tbal:lk you , Kr. Mason . 

o HR . ·lnfAll'n; ~f it's not ~oo lat e , I wolll d 11ke to qive Hr. 

tO V4DGoleo an opportunlty to •aJte a COJDent with reqard to 

11 the ~ affect of what Hr . Mason is propoalD; or a t least 

12 the posaib~e t u affect 'lf1t.b reQard to tax creditJI wMcb 

,. 
15- HR . 

!6 HR . 

17 

18. 

19 HR . 

'20 HR . 

t t.b1Dl. is brportan~ . And if 1t'• t oo late we'll aU:• 1t 

ou:t t.1ae . 

CWURMAl• : No, we' 11 hear 1t. 

VANGOLBN : .one ol the reasons 1t'a structured t.b1a way, i,Q 

orde.r to use s e c t:1on 29 you have to have parce1ved 

8 CODOD1C 1ntereat in the well bore . 

MASON : I aqree with that. 

VANGQUN: rn a number of caau in the opinion of tu 

21. couns e l if production 1& tU:en tbrou;h a rental baa1a or 

~ pa yaent 1a eade f or t bot well bQre by a rental beets or 

23 p rodtJCt1on baBla tben you ore no t de.elled to bav• eC:ODODlC 

~~ lnterest or dee.ed to be at rlak and aoat 11kely wlll be 

2S d.1.oollo'Hed to talt.e all}' oe the tAx credit auoc:iatecS W'1dl 

Ut 
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T th.oae wtl.lt bote.a . 

~ HJl . KA.SON ~ All rlvbt . r.ec 110 ut you • questioa vlUcb t .a 

3 what 1 was. OJOkl.n'il before . Do you 1ntaad to elect to 

4 treat Ulese costa o.e 1ntentS.onal drilll.DQ costa and 

!I ~UCJ~enses? You 1ndicat.ed to ae earlt·er- tbat !fOil were 

6 goinv to book tbu llB depreciated over a production 

7 basta . 

·a t«Jl . VANGOUN: Yeah, on boo)( side - oa to side 1t vould .be 

9 normal depreciation. 

10 HR . HASON : Okay. But you 1 re not qoioq to treat tbeaa bora 

11 costs as intentional drilling costa. You're bot qot:ag to 

12 elect t.hl? expellee u a potential dr1ll1nv cost? 

13 wa . VANCOUN : 1 don't -- J eon•t uswer that . I don~t lmow 

lt our tax dep~eot wtll be allowed to take a portion 

1S tbe~:eof as iDtant;~ible. l don ' t kllow tbot . 

IG HR . MASON : I understAnd t he dif~erence betw9en rental and 

11 ownersnlp. ~ order t o vet section 29 ~edit you have to 

•e be an o>mer of the bore hole rivbta . 

19 tat. SWARTZ : corr~ct . 

20 KR. KA.!iON: And t.he PliY!Ient.a have to be e capitalhed coat of 

21 O'OfDe rshlp. Tbat s till doeBn ' t matter -- to me tbat does 

not negat~ the probab1l1tY ot cbaroiDQ ~1• eost over a 

producttve year even tnouoh you're an owner . Tbere•a a 

'4 d U fe rence in how 1t'a spent and bow it ' • paid for . Juat 

~ because you bu~ a p1ece of real estate and pay for tt on 

HO 
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an lnat&lJ.Aent basu, y"Ou can etUl elect to 4epnc:'1att 

it on a different buts . one does not cloai.nete the 

3 otber . 

• KR. SWARTZ: I u.nderstand. 'fou•re ukillv the difference 

5 betveea bov tbis a.rranql!llent coUld have been atnctured, 

e whether 1t vas scheduled aa p~ants llke a •ortvav• or 

1 1f it was pa14 up front, and &ither vay aa lonq ee tt•e 

a wu!erstooc1 1 t • s an eeonOilic interest and a pan:etved 

9 ownership and not a rental for the well bore • 

. ,o KR . MASON: I understand all that . I'll eerte1Dly s~pathat1c: 

11 to 1t. I just think the affect of it in tenaa ol! vbat 

12 

13 ,. 
affect 1t has on soDeone -- an unknown or o peraon who 

wishes to elect to part1a1~ate 1n there, 1t puta an 

enor11ous econo•1c burden on that person to be paid up 

tront 41\d I Und t.bAtc unacceptable , 

111 MR. SWARTZ : Every participant 1.n the oU and gu indllatry, 

17 every participant in tbe coal iaduetry, is burde~ed by 

•a tllat up front. payment . 

10 HR . MASON : I underatlllld t.bat. 

~ HR . SWAA?Z : Perceived r1ak . 

21 HR . WlR'n! : Haybe l can assist 1n t.be -- do 1 need to be 8vorn 

n in be fore r answer h1s quest1~~ tour c:onc:ern is -- vbat 

23 ve have done, Hr . Has on. ·entered into a contract ·- •11 , 

2~ !Jrst. we've got waste, vas being vant•d ~nto the atabl• 

~ pb•re . We ' ve arranged with 1aland ~--- 1n ·~•• vav or 

\U 
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, wring tb~i.r t:edmoloqy an4 everyth1.o; a. to tbe aeaUn;. 

2 tf you seu t.ltts .ttt4y Cro• the ac:e1 ve we c:aQ cap~ th1a 

3 lost: rev~nue . olr.ay . ThAt c:oat was 1DcV.t'rec1. 'fbe otbe.r 

~ thinv we bad la ve bad exiat.inq WHa for ·•ine safety. We 

5 <lid axtepu,ve t eau.nq. averyt.hin; we c:an . ve could not 

s vet. p .ipel1De crual1tl' , We found if we pluq;ed aoae of 

7 tlbese vella we can Qet pipeline quality gaa. We aade tbe 

a dec1&1on, we'll reiaburse you if you ;o out, plug tbaae 

11 wells. use your d1sc::ret.ion for !Dine saf·ety which ones. 

10 and we • ve found - 'fe • ve plugged up wbat we can and aaybe 

11 possibly six 110~ or three aore, whatever we need, and 

'" raised it V.P to p1pel1n'9 qqality. '!'bat arran;eaent and 

~ tll.at cost voes 1n there . we • v·e also c:oae 1.nto a eon-

15 

t.ractual Obl19At10D , either CIY'B Q01n9 to b&V4 to qo 1D 

tbere and perait throu9h Dlv1s1on of Hines and dtill a 

16 12So.ooo well . In order to prevent. econoatc waste, we've 

17 said, •can we ~nt.er lnto a contractual ogreeaent to ~e 

18 well bore?M We can either plug t.bea and d1:'1ll aew onea 

t9 or s 1nee we hav• a "'ell bore there, tbJlt • s tbe reaaon we 

~ trled to structure this also an eeonoa1cal waste aDd to 

21 recoup waste tbet \e now qo1.nq into t.be a~oaphere r1Qbt 

~ now . ?here fore. as you saw in ooce other aealed ·unite, 

~ you had nine mtll1on doll~s worth of coats . We feel 

'~ lt ' s kind of fe1r and reasonable up front . Yos, there 

25. wU 1 be recoup . we try to enter 1nto jo1nt op,ratin; 

lU 
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' ~t;reecenu . It tbev elect to pa:rddpat.e we oUer t.bo a 

, ]Olnt operetta; a9'1'euent - - reeou_p~~et . Tbl• 1& an 

J esttmate . H va do not uae all these t1ve -u boru 

' they wn 1 qet c red1 t for wbat 111e did not WI&. so t bope 

5 that feels a .U tt.le b1t aore co11fortable, biii: that• a tbe 

& reason 'fhere ve • re co111D9 fro• . 

7 ID. KASON ~ \l'e 11 , 1 th1nlt the fact that you 1 re Wling the VVBs 

15 

9 

·10 

11 

12 

1.3 ,. 
IS 

16 

" 
18 

19 

:0 

and the fact t.bat --but there Ia a benefit that'll been 

der 1 vad from these V'Vlls to the Din in; coapuy, I • • l U.t 

eay1n; that some portion of the pluvvtn; cost should be 

allocated to reflect that. And I'm aaY1n; with regard to 

these bOre 'hole coats -- :r•a vUling to accep.t the \lalue 

that 's been placed on these bore hole costa between tbe 

two cODpanies and t •a v1111PV to accept. the feet that 

thev should be patd fol" it. HY only concern 1s 1 thinlr. 

t hat the •ethod o f payaent should be ratably es used •• 

opposed to llP fr ol'lt because 1 think that m.ore accurately 

re!lects t.l\e re.1lity of tho transaction and I think lt's 

!slr t o the people that would. participate in tbeae 

well s . 

21 HR . V~GOLBN: And that's what. Hark trled. t..cpletn . Me would 

n. U ke to go 1n IUid say s·ubsequent operation•. 1f you do 

~ th1G you wtll ove us w1thtn tbtrty days, but we don't 

24 ha:ve that ac-t(U)guent. So W$ 91v-e you a muaua eauaat.-

~ ed c::ost • 
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KR - MASON: J: undera~lllld tba~: . 

2 HR. SVAAT1 ; one 1seue . l don't know if you ' re aallin; an 

3 aa•~pt loo ~1tb reqard to the five ~ell bore. that are 

• beiu9 used to produce out of tbia unit 1n te.raa of vbo1 1 

& goino ~plug tb~t . but Who's vo1nQ to plug those five 

6 we.ll bores if we u.ce all Uve at tbe encS ol the projal!t't 

1 MR. VANGOLEN : tn tbe end it would he 4aland creek. 'l'lloaa 

a are t:be1r well bores . 

s KR. SlfAATZ : we• r ·e pl1.1qqt nv t.he ones that produc:e. the oaa to 

10 plpel~e qualitY And ultiaetely we'll give these back to 

n t.he~a and they have the plugging ol)l1gat1on. lt' a not off · 

12 loaded on - - you v·ot to aake a d.eal soae way and tbere1 s 

13 a lot of way& you coo structure it . 

, . 'HR . CHAIRMAN: Olt.ay . Vh~at •s your pleaaure? Do we have a 

tS a o tlon? 

tB HR. EVANS : to!r . Chal.rman, I move we accept on 1a poaLtion 

17 lllld thelT petH1on and 9!4!\t: t .he ral1ef they request. 

1a . kR. CHA.I.JIMAH: we bave a mouon to 9!ant the rel-ie[ regue.at.ed. 

l!l HJL HcGI.OTHL'IN : s econd . 

"0 I{R. CHAlRAAN ; A motlon and a second . Any furt:heT d1acua.ll1on? 

21 lC no t , llll in favo r slqnUt by sayi.nq tea . I SOKB 

22 AFfliU4 , I opposed say no . (ON£ DENlBS.) '!'he petition 1.a 

~ ~vr~· :a~n~te~d~- -------------------------------------------------
2J (AFI'ER A L\INCJUroH RBC!ISS , THE RBAlUNG cotn'INUID AS 

~ f'OLL.O~S : ) 

\U 
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3 HR . SWART% ~ Mr. dlaina4tl , 1'11 not wre bow llllllY• but we bave 

' a lot of pooling appUc:ati.ona 41l4 ~ cr.ould ocmaoU.date 

s 80118 of the generalUed teat.1ao~y and aoae unit.a are 

e related. I th1nlt in fairness. ba.ever, to t.:be people 

7 that. cue here I 111gbt propose that aayba we could handle 

e tbe WUts that. they ar-e actually J.ntereate4 ll it' a a 

9 f1h1 te n\l.llller Urst and then tnth t.he Board. • 8 penna &ion 

10 aaybe 'I could offer the bu1c: teatiaony tba.t • 8 the 8Gae 

11 on every unit f or tbe balanc:e ot IJI1its cd we could 110ve 

12 through thea a l1tUe ~Pliclter aDd have eoae chance of 

• 1.3 fi.n1Sb1ng by S : OO or 150 • 

,. HJI . c:H'A1JI)(AN : That • a Une w1 th ae 1t YQU ~ow wh1ah ones 

t!l there 1nte r ested in . 

t6 HR . SWARTZ : If they e,ould just us what units they're tnter-

' ~ ested i n we '11 try and oet t>J tboae so they don • t bave to 

ta s1 t here wat t i ng . 

19 (AM'BR A BRIE£ DlSCUSSION OFT 'J1IE RECORD, THE R!AJUNG 

~ COtn'lNlfl:D AS FOUOliS : ) 

~~ ,HR. SWARTZ ~ Kr . dlainaan, 'WI! bave spoken briefl-y off the 

~ rec:o~d and 1t' a cy underatanc11no th•t tho people who are 

Zl n er e now in t he a udlenc:e are illtereatsd 1n four uni.u 

~~ lolb tc:h \olould b e d oclte t:s endi.n.g in 0235 whlc:h 11 unit x-~o. 
2S 0240 w)Ucli 1a una w-~o , 0~41 wbich 18 w-21, &Jl4 O:!U 

• 
14~ 
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wbtch 1s -x-21. And l' 1 va spoken to the11 br-iefl~ ud 

auogeate4 that l would 1.llta ~o tuuulle chase tour tovetber · 

3 1n tbe sense of hanc.U·lng tbe bu1c: t.eatiaony that ' s 

• co-on to 411 of tb&a ADd theA 90 through to the extent 

s that there are ao•e differences -- obviously tbara'a 

11 ditfe.r.ent people in the u.Mt.s and U1e nu:abers way be 

7 different -- and vo through that tto that these four can 

11 be beard t.ovethe.r . It • s illy underat:ADding that J t • • okaY 

o "fith you all. 

10 )UJDI.ENc& l(EHBBRS: Ftne . 

11 MR. CHAIRMAN ! That • s fine with U&. You a~ Meleoae to at.oy 

12 for t .be eotl.re a<'~ndo , of course, but we'll do thla . so 

U you want to 11tort with -- we'll strike the one I lUst 

c alled And qo to docket nuaber VGOB-91/07/~1-0~3~ . N~, 

.rs wen you qol._t~q to attempt to conaoUdat.e Ul four of 

rs those? 

11 HJL SWAATZ: wen~ Jl!& . 1. • d 1 Ute to consolidate tho because 

rs .1 t htnlt 1 C:&n o ffer che teottaqny with teQard to Buchanan 

rs Production 4n.d OXY ISS tbe operate~; and tb.at s:ort of 

<!II bcUJl.c stuff and I would like t o offer that teatua.ony 

21 w~t ch usu~lly come trom SAA and then I ' ll move into th• 

?2 ltit>tl.nct1one and 'I'll ~eU you what 1t 14 -ao hopefUlly 

D y ou c an fol lo~ tbat. 

2J t(R . OIAIRHAN : Okay. I'll QO ahend ancl call the other three 

a doe~at numbers . 02,0 , 02,1, 024~ . 
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HR . SWAR'l'Z: Thank you , Hr . Chai-rman . 

2 ~. f'llLKRR : Turni ng t o tbe uni ts docket. nUJIIber 0235 and 0240 , 

3 the~ basical~y al l ~e s ame. Not same letter, but saae 

• docJtet . 

s . HR. CHAIRMAN : Dtle s Kr . swartz have a copy of those? 
l 

: I HR . SWARTZ : 

HR . CHAIIUO.N ~ 

From Madel ine Runt? 

Yes , froQ Madeline Rune dated July 1~ , 199Z . 

.!1 (Pa us e .) Are any of you uu:erested 1-n addressing tbe 

9 Board o r do you j1•-:;t "'ant t o bear what they have to say 

10 ana tbeo let us know af t er tbey finiSh? 

11 Hl>KB.~R OP AUDIENCE : That' s f ine . 

12. MR . ~: Okay . 

~j HR. ~ARTZ : I'd ltJle t o c a ll Hr . Gordon as ay first Witness . 

!41 
15 

l!i SAMUEL EDWARD GORDON, II. 

11 a w.it.ness wbo, after bavinq been prevl.ousl y swom, was 

ra l excU~Uied and t esu.fled a.s follows : 

19 

DIREC'r &XAMINA'i'ION 

21 

Z2 BV HR . SWAA"i'Z : 

1 ' 1 1. rectnd yo u you•x:e s Ull under oath . Would you state 

your n~•e. pleas e? 

SAQuel Sdw~rd Gordon, II • 
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10 

11 

12 

13 • ,. 
IS 

16 

17 

lit 

19 

20 

2• 

2? 

23 

2' 

2S 

• 

o. 
A. 

Q. 

A. 

o. 
A. 

Q. 

A. 

Q. 

A. . 

0 -

A. 

Q. 

A 

Q. 

A. 

Q. 

A • 

~d you wrk f or: OXY, USA? 

Yea, I ~ . 

Do you Also have a poslt1oo w;t.th aucbean Productloot 

Yes . I do , 

And Mhat 1s tbat? 

Re;ulat.ory •eaver . 

As n~r;rulatory aeager- for Buchanan Production COIIPIUlY did 

you prepar-e and atqn tbe notices of hearing and tbe 

appl1.eat1ons tnt.b rl!czard to the four "UDU:a that we've 

c:onsoUdated for- heorlrlQ wbicb would be x-20, v-20, u-u 

and X- Zl? 

Ye&, t did . 

Old you cause noe1ees ol publlcation to be tsaued w1th 

ngard to each of those appUC4tiona ed oottcea'l 

Yes, ve dld 1n the Vir-ginia "ountaineer. 

And all of the• would )lave been published in tb" V1rQU11a 

Mountaineer? 

'tba~• s c:orrec t . 

And all ot t .hee ver~ ac:tua.lly publ1sbe.d tbe sue doy, 

v e'l'E!"n • t t.hey? 

Yes. ~hat ' s corr•c:t 

And t.bot vu wb.At , July Znd? 

July 2nt1. yea . 

1992? 

199~ . l" iljlht. 
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I Q, And cUd you eauee proota of public:auona fro• the 

~ oevapapel' to be filetS v1th Hr . PUlller•a ofUc•? 

a A. 

~ Q. 

S A. 

6 ' Q. 

7 A . 

8 o. 
9 

10 

11 

t2 

1) 

14 

1! A, 

16 

f7 

1!1 

1\) 

20 Q. 

21 

22 

2.3 A. 

Yas, we did. 

And t h at would be Exblblt D, r be11eve or P? 

Ye s . 

It voulcl be Axhibl~ &? 

Correc~ . 

And ve 'll get to t111a later 1n tet1ta of the i.ttd1viduo.l 

respondent•, but with revard to each of these four untta 

can you t e ll cae wbat OXY, USA does oo behalf .c)f Buchanan 

Pro41JcUon t o 1dent.Uy people that: are ent:ltlecl to notice 

who cay have a recotcs interest , wbo caay have • poaalllle 

cla i.m, to identify the li.ot of re~odenta atld the people 

who need t o be notif1ecl? 

we do extenuve t~tle wo rk prlaar1.ly out: of the court

house . we have t.1 tle opinions prepared. We 1de.ntify the 

estates and who owns each estate . And then we atteapt to 

conta~n; t:h~D . we try t o Und people' a lQcaUona both on 

t hee g-round and tro111 phone books, different sources . 

And in aooe tnata nc:ea you are able t:o 1.dent1fy a person 

or a name of a person who may have an lnterest but are 

uno.ble to idene1fy thea eddreaa or loca te the•? 

That.' S COTT8Ct . 

~d wtth reoard t o ilecb of tbeae f our applleationa would 

~t. be f~lr to aey that thet~ ld en Exhiblt a ~hLcb Ln 

HI 
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• 

• 

I 

5 A. 

6 Q. 

• • 

II 

g A. 

10 Q . 

II A. 

·~ Q. 

aaae instances bas been uended and we'll vet to that, 

b~t there \a an t.)!Mb1t a whleh lbu tUl. S*OPl• yo~•ve 

ldant1f1e4 t.hat you have not reached a laue avreutnt 

wit.h o r aoae o tbu avreuent and would reqolre a pooU.DQl 

That • a correct . 

And an t.hat. Exhll:ltt B doe• it state Whet.ber or aot you 

have an addreu or Nbetber you do aot have oae and C&IUlot 

have one7 

That 1e correct. 

And that would be true of e.ll four of theae appllcettona? 

That's r1Qbt . 

Buchanan Product \on coapany 18 a V~inia genera~ 

13 partnership? 

" A. That •a correct. 

15 Q . And is Buchanan Produeuon Coapany authorUed to do 

1& bus1aeaa in the cowaoawealtb? 

17 A . Ye s. it. 1s . 

18 Q . Is Buchanan Production request1.no that. t.he Board appolftt 

19 on, US!\. os its des1qnated operator ln t.he evet that 

~ these rour unlts or the poollftq eppl1cat.1oa with reoard 

21 to these f our unlt.a would be approved? 

22 A , That's correct , 

2l o. Ia oxv a Delaware c:orporat1an? 

2~ A, . vea . 

2!i I o. I a OXY ltcena~d and revtatered to do businaas tn the 

laO 
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• 

• 

2 A. 

3 Q. 

• 
S A. 

8 o. 
7 

8 

9 A. 

tO Q . 

II 

12 

t:l 

t• A. 

15 o. 
16 

17 

18 

10 " · 

20 0-

:Z I A. 

22 Q. 

'2'3 

<• ,.. . 

25 0 

co-onlllealtb? 

Yea, 1t la • 

. Is lt reqtatered with the Deparoent of Minu, HiDer&b 

and Enerqy? 

lt 1tt. 

And doe.s 1 t bave a blanket bond on ffle aa an oll asses oaa 
operator with reqard to ita opez-at1ons in the co-on

wealth? 

Yes, 1t does . 

H.aa the management co-ittee of Buchanan Producuon 

Co.-pany del eva ted to OX'l, USA the auth.or1ty to explore, 

develop and ma1nt~1n the properties of Buchanan Produc

tion coapany? 

Yes , 1t bas . 

Have you tiled anythinv with tho Board witb revard to 

each of these four applicationa which deaonotratea 1D 

vrt t.inq that appoln tae.nt and 'fbo the people are at OX1', 

u·sp, that b.ave been delegated certain napona1hU1tieJit 

Yes, we bave . Sxbibit J , 

Page 1 and 2 , rtoht? 

raqe 1 and 2, that 's c~r~ect . 

And is page '2 o f nblbit 3 a consent bv OD to act AD 

destqnated operator 1t the Boord oboul4 appo1nt OXYl 

Tbbt 1a correct . Yeo . 

And who are the speclf1c people ot O.IY, UGA tl1at bava 

Ul 
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• 

• 

2 

3 A. 

been delegated certaiD du~as Wlth regard to ~• aff&Lra 

of Buc:hanan Production ca.pany7 

Glen vanGolen ae qenual aanager, Mar~ a. wut.h •• 
• laneS Dana;er. and •yaelf aa nvuletory a&r~eaer . 

!I Q. 

6 

Nov, each of these four units that ve•re t•lkin; abou~. 

are the pooling appUcaUoDB filed UDder the Oakwood 

1 F'teld Rules U? 

II A . 

9 o. 
10 

n A. 

12 0 . 

I;) 

,. 
IS A . 

Yea, they are . 

And are 'ftl tallu.nq abou t act1ve qob and/or abort bole 

qu? 

we • r e talking aboUt short bole ;as o.nd active qob, yea. 

And wben we use the tera abort hole ;aa what ~ we 

tlll.kinq about With re;ard to these follr Ul11ta? Bow 18 it 

produced 1n t he a 1ne? How does lt get to tbe surface? 

:Island Creek 1n their ainiJig operat1ona drill holea into 

•• the face coal seam and they aaJte pbye1cel collDecuo:oa 

t7 down 1n the hole. plJie 1t to a cent~al loc:auo:o , ana that 

111 ..1n tlJrn is pipe d to the surface . 

1(1 0 . Row, these ho l es that a re d1:1llecl .lnto the coal fac:e, 

~ tboae are h o les drlllad by people working in the aiDe . 

2• They• re not drilled f rom the sur ·face? 

Tbat lo correct . They're bor1zontol . 

And then t h ere 's a PVC p iping connection to c:onaac:t thoae 

short holea UltO the coal to a collec tion ayatea a.nel 

eltan.tu~ly get to a W4ll bo~ Ot' Wl\ boA' 

nz 
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• 

, A. 

2 o. 
3 

.. 
.$ 

8 A. 

1 Q. 

8 

·g 

tO A . 

II 

12 Q . 

t3 . A • 

14 Q . 

\S A. 

16 Q , 

17 

18 

19 A. 

20 o. 
21 

zz A. . 

2l Q. 

.... 
2S 

It u • well bore - lt' a separately pandtte4 u a wen . 
Anc1 in eac:h of these units we•re talJtinv about abort 

hole vas bainq bt"0~9ht to the surface tbrOUOb a wt~ll 

bo.re. a VVH that• 6 been converted and either t. or w111 

be pe.mi t~d u a diM well~ 

'That' a correct . 

Is the ·short hole vas with revard to eacb of theae four 

units vas pmduc:ed fr011 the Pocahontas fJ aeail or fro• 

abort holes drilled into the Pocahontas f3 eeaa? 

It is .produced fr011 b.ores drllled into the Pocahontas 13 

c:oal seam . 

tn -.hat 11.111~? 

In the VP-6 mine . 

Whic.b is an Island Creek 111ne1 

Wh..ich is Island creek ' s mtoe , yes . 

tn all ln.Stances 1n these four unit.& 1a the vas be.inv 

bro~Qbt to t he surface through e bore .hole that use to be 

an Island creek VVH? 

Yes . 

There haven't been any new wells drilled to acca-.plJ..iih 

br1nq1nQ t.hLa abort hole Qa6 ~o the surtacel 

No . 

&arl ier today ve introduced 8xb1bit X and reference~ t.hia 

docket nulllbors aaonq ott~era, t.h.e contract approval 

ab•tract , the aqreement between Buchanan Jroduc~1on 

lU 
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• 

1 

2. hole aqreeaent pert1Jlent to ell four of tbue wdta 11:1 

~ teras of tbe bore boles that are be1DQ uaa4 or Vill ba 

4 uaed? 

8 Q. 

7 

' 
9 A . 

lO Q . 

•2 A. 

1:1 Q • 

15 0 . 

liS A . 

That 1s correct. Yea . 

And the 1142,500 uaaqe ebarge 1a present 1D these four 

applications io t.be variollB aaalya~a of tlle c:oate and 

allocable costs? 

Yes . 

Let • a looll; now speci!icelly at ®it 1:-~o wbic:h is 

92/07/21-023! . 

AU rtobt . 

Do you Vl.&b to d.1n1ss any respo~dttnta? 

Yes, we do. 

An4 who ·would tbat be? 

.Ill Tract 3, tbe only party listed t.bere 1.a C&rlee 

1? HcC:a tby and we wiatl t o d1SIII1&1J '111111 . 

18 Q . And why 1a that? 

19 A . He leased t o us . 

20 o. 
I 

Do you wish to add any respondents to unit X-207 

2! A , No, we do not . 

22 Q. r1ow , we t.alked earller 4bO\It mail1DO noUeea by cert1Ued 

23 a4tl . Did you aa.ll with reqard to unit x-20 by certified 

z• mau o copy o f t he appllc.aUon and tbe notice of baartnv 

~ to tbe people listed on &xb1blt &? 
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• 

• 

1 ;. • 

2 Q. 

3 

t A. 

s Q. 

6 A. 

' o. 
8 

9 " · 
10 

11 Q •. 

12 A. 

\'j . Q . 

tS A. 

Ill Q . 

" 
18 ... . 

f9 Q 

20 A. 

2'1 

n Q. 

Zl 

21 "' · 

:z!a Q . 

Tu , - cUd . 

y cJU.n.t yeu •ve 1ndL~ced yoa ~•equcntly tHad proof of 

•a111nq ~ltb Kr . FUlaer•a office? 

Yes, we did. 

were All ~be cards returned1 

Yes , th~y were . 

And are ~ere any p&ople witb reqarcl to :un1t x-20 llfhoae 

addresses are unknown? 

1 beluve we bave s~veral 1D tbete tb•t we cUcln't. know 

about . 

GO to tract 6 . we've qot a Kr . cook at rtea ~? 

Tbat • a correct. 

And obviously lf you don't know the address you don't 

11&11? 

JU~ht . 

And cootiouinq ln tract ~ . Diane c . Webb, 1a abe still 

unknown in teras of her wbareabouts? 

That ' s correct . 

tfave you found' Nancy c . Out:y?" 

vee. She obviousl y sav o publication or vot word ao•ebow 

and c:aae forward and ~ bave eoutaeted bar. 

1!3ve l/OI.I de11vered IS copy of tbe nottc:e and tbe appltc:a

uon to her? 

vee, we bDve , 

so she 1a noW QOno froca addreas unknoWn to bowul 
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• 

l " · 

2 Q. 

Tea . 

AAtl the Raul coolt heirs, u ~t atill all unkncnm tha.t. 

l Yti'Q were unabie to 111111.1 tlo? 

4 A. 

s g . 

6 

7 A . 

e o·. 
9 A. 

ID Q . 

II 

12 A . 

1!1 Q • 

,. 

It's still on unknown , yea. 

nid you ba:ve some li!ads and trY and aaU but they C!UI'It 

bac.lt with reljJ&rds tQ Ra:el coolt? 

Yes, ve dld . 

llut ~us far those eddresses are sUl.l unknown? 

"'M'Iat • s correct. 

continuing \fi~b unit 1•20. I'd lUte you to turn t:o -

l~t · s s~rt with EXhibit G, pa;e 1, t1rat . 

okay . 

1'here appears to be a portion of a atne aa.p on Erxhib1t. G, 

page l , do you see that? 

15 A . f,a . 

16 o. 
17 

18 A . 

19 Q . 

2D 

2'1 ' " · 

22 Q. 

Zl 

24 

2S A 

Is that mining actually 1n exiateqce rtQht n~ that's 

depicted on t his map? 

Yes, £t ts. 

And then the vrid that's overlaid 1e the oak~od P1el4 

Rules li qrid? 

Tli4t ~s correct... 

And the squnre tbat is outlined darker than the teat. or 

th.e s qu.ares to t.he vrtd. that • a actuUly unit lt-20, 

·C:Ot"r oct? 

't'hot. 18 correct. 

ua 
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• 

Q. 

~ A .. 

l o. 

• 
.s 

e A. 

1 Q. 

a A. 

9 o. 

10 " . 

" 
12 

tl ' o. 
t• A . 

tS Q . 

16 A . 

n Q. 

111 A . 

19 o. 
zo 

21 A· 

And ttov a any lorrov•U panel• .lDtarseet unit x-:zot 

Tbree panels. 

Aru! 1f we qo back. nov to Sx.btb1t C wb~ch 11 the prior 

pa;t to the one we' ve juat been looking at, who pra.pared 

tlt1e? 

1 prepared t.hla . 

oicS you prepan it W1th1a the laat s bty d.aya? 

Yes, 1 cUd. 

And what does th1s ~epreaent wlth reqard t o ~ unit? 

Tb1s represents that these are the eattaated costa 

ott.ribute.ble t o tbll 80 acres 1D relationship to the 

whole pane l . 

And how •any bor e boles are called for by axh1b1t C? 

we bave two bore bola. . 

one 1n each of the panels 4 and ~? 

Tbat 11 correct? 

And no bore hole 1n what's shown a s DSV-3 on the aap? 

That ~s correct . 

AncS t hen the r:est ot it 1a titled Cllr&tive aad penaaaat, 

correct? 

~at 1s correct . 

If we QO t o Sxhiblt c, pave 2, with re;ard to x-20. 4oea 

thi a atte•pt to caPture the total costa with revard to 

panel• !> and 4 •• a h own on the •ap? 

Tbat 1!1 correct . 

15, 
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1 Q . 

:1 

3 A. 

4 Q. 

5 A. 

6 o. 

And for panel s 1 t • a n 16, 000, correct, V1 tb n;ard to .z-

20? 

tea. 

And the $142, 750 11 a bore bole Charqe 1D 4 ; eont~cU 

That is correct . 

Have yo~ p~t all the title curative and other llilcellane-

1 oue charqea into panel 57 ~a that wby the nu.ber•a 

a different? 

9 A. 

10 o. 
11 

12 

13 

t.& A . 

IS Q . 

Ill 

t 7 A. 

Tbet ls correct . Tea . 

And tbe.n there ta an allocation w1tb revarc! to tbe two 

panels t o qet bock to the partlelPotioo nUJibet" that we 

need to look at toward the bottoa of lxhiblt G, pave 2 1 

crorrect ? 

Tbet is correct . 

And t o asaeea paruc1p&t1on cost 1n unit x-20 ldlet would 

a person look to? 

t ou would look to tho -- 1n x-20 1n deve1opaebt 5, that 

•• panel i s &225 ,545 . And ln developaent 4 x-20 ie '166,-

19 551 . 

so l f you wanted to calculate your part1c1patton coat or 

~~ the corry c:bar9e11 e.nd the IDUlt1ple catt"ied al:uu-;ea this 

would be one o f tho nuabera you would use? 

That 1s correct. 

And then the other nuaber you would use la on tbe next 

peoe wb1ch t a Jxhtb1t a. paoe l , correct? 

Ul 



• A , 

• 

• 

2 Q. 

3 

0 A. 
, 
8 

9 

10 . Q . 

" 
12 A , 

,, Q • 

I• A. 

lS Q . 

16 

11 A. 

18 Q . 

19 A . 

20 0 · 

21 

22 A. 

23 Q. 

24 

2S 

Ye.o . 

Doea Swhlb1t G, pave 3, atteapt to aat forth the ~tar

eats of t.he var1ou.a re.ponde.nta their n.et l.Dtereat in the 

unit, their net 1ntereat in ~he panel , and then a ;anel 

interest expressed 1n percentage? 

It expresses tbe.lr 1ndiv1dula 1nterut in the uait a.ruS 

then the next coluan expreaaea tb.a p.ercentage oC the 

ponel lying under t.bot unit. ud thea tbeU' individUal 

:1.ntereat . 

And you • ve done tbu for panel developaent 5 . You've 

done 4 different calculation ror panel. developent • . 

Tl\ot• a correct. 

And you' ve done it ~qa!n for panel developsent 3? 

Tbat •a correct . 

would ~eae percent~;es be used for purposes ot allooat

~o; royalty as w~ll? 

Yes, 1t would . 

or c: alctl latino partl c;lpatloo or carried intereat? 

correct . Right . 

Wl~ reqard to th1e unlt , atay1nq witb 1•10, l'd 11~e you 

t o qo back to EXhlblt A, pave ~-

All r t;h.t . 

HoW much o( the coetbed ~ethane r1~bta freD coal ownera 

and tro~ oil and qaa owneru baa Buchan&~ P~d~otton 

AcQu.ire.d or dou Buchanan PJ'Ioduc:tion c:onti'Ol Jn tbh Unlt 

1!19 
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2 A. 

l 

4 

s. 

6 

7 Q. 

a 
g 

tO A. 

,, 0 . 

12 A. 

r-201 

sucnanan bas o.n the cool aide a nat of '78. 0~4& percent l.n 

lt a:nd we hAve t'o add in ltt . "c01thy 1 IJ intareat thara 

44~so . On tbe 011 4Pd Qll& slde we bave Sl.l984 , and 

a gun, Kr . H'cCa thy • s interest WOUld beve to atSt1ed to 

that. f or the tota1 . 

Ant! then dcnm a t. nu 4 have yo.._ exprea.ead the outatand• 

1.Dg coal interest: and outatancUng vaa 1.11tereat tbat thl• 

pooUnq Appl~cation seek to deal ·with? 

That 1B correct -

And ~hat are those percentages? 

It 's Z1.9654 on ~e coal and the oil and gas ~Uld be 

t3 4 6 . 6016 percenlt. . 

,. Q . 

15 

Ill 1\ . 

Noli, vbat are lt.be coal seu tl'lat are uwolvecl .1n tbla 

f1e1.d And 1n this unit? 

~b~ coal sean wbi ch the gas i s coDing troa 1a the 

tZ Pocahontas 13 colll aea11. 

18 Q. 

19 . 

20 A. 

21 Q . 

22 

23 A. 

~ 

~ 0 

And ln cera of eventual develop~ent vo~ld yOU conteaplate 

t hat. lon.qwall • insng would evcmtu411Y oc:cur? 

Yes . 

And 1n terms of l onqwall ~lnlng and aeu 1Dvolved, tbe 

leues that Buchanan Production has deal with vbat aeaaa? 

lt. d .,als w1th all seams troD the T.lller dQvn to the Pokey 

2. 

And wi t h r eoard to ~b~ oakwood Field Rulea rr . wbat eeaae 

\60 
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2 A, 

3 Q. 

4 A. 

s Q, 

8 

7 

II 

9 A. 

10 o. 
I I 

12 

13 

14 A . 

l S Q . 

do those field rule~ eneogpa•s? 

Tbey encompass all seaas below the T1ller •• U1l -

On down to the Pokey 27 

on down to the l'okey 2 aru1 ell aajecent seau. 

'1'be dollars and ce.nts reflected on hhibit c end then 

reflected also U1 &xb1b1t G, do those rewes811t ~easoo· 

altle estaatea With regard. to the coat of deve,lopitlq the 

urut i n question and the panels that affect thue un.ita? 

Yas , they are . 

Is 1t your opilUon that the plan of developJient for tbeae 

panels in this unit ls a reuonable plan tO dt.!Velop tl)e 

coalbed aethane wttbio and undu th1a wut foto the 

beoeflt of the owners of the resources? 

Yea , tt u. 

Is 1t. your opUJion that this proposed develQPQeot Will 

1e contrUtute to and protect correlative rights of owners of 

11 tilt~ aeth&ne 'flthlo ana under t .he un1U 

18 " · 

19 o. 

20 

21 

<2 

23 A . 

Yes . it a . 

A.tld l8 1 t also your opinion that. 1t •aJUI8 sanae from an 

e conomic st.aJidpo1Dt and ~ld, m foc:t, lf thta d6Velop

Dent were fo llowed lessen t~e 11kallbood of p~yaical 

waste and ec:ono~1c: waste? 

Yes , 1 t would. 

2• ttl\ . SWAAt: : 'Tbat•s ell 1 bave on -x-~0 . .t can atoJ) now an~ 

~ a ovo on t:a t.h~.> s:p.eoiUoa on tbe nut unlt or l c:an J!.lsep 

161 
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qolng, whatever you pleasure . 

~ HR. CHAl~ : Any queauona, ae.abara of t.he Board? 

3 HS. lUGeS : Kov aany vell a are we taU:tng abaat? 

4 H'Jt . SWUTl : Two . 

s HR . CBAIRHAA : Two wel.la . 

e KR . ~8 1 The appl1c4tJon just says one or aore . 

1 KR . SWMTt : Well, except c set 1s bastc:ally 'tVD . 

8 H~ . EVANS: I 've got a question . There are three abown 1n tbe 

9 Witt.. 

10 KR . SWARTZ : we• re not using the other one or lf we do, we •re 

11 not charging for it . 

11 HR . EVANS : Okay. Wh.ich -- well , t ouesa 1t reallY doeaa• t 

1:.1 m.stt:er • 

14 HR . Slotllli1'Z : tt you lmov --

•s Hlt. GOIUXlN: To bi! det.enained . 

Ul HR . SVANS: But two of out. of the t.ht"ee wtU be uued? 

n HR. CORDON: Yeah. Under the field rules we•re allOWed one 

18 .,ell per pAnel per unit . so there wUl be two of t.hu 

19 uAed ond wbi cb two we don 't know until aine through. 

20 

' 21 1 
22 

t1'R . SWAATZ : Is there anything else on t.bls one? 

HR . CHAl!UtAN : No . c ontinut> . 

HR. SWART; · ~be next one is w--20 . s u , i f you c ould turn to 

:!::1 tbDt. . Thts l o 0240 , tbe one that we're atuU.ng on now . 

,. Q IHr . ~art~ continuea.) vou•ve 1ndlcated 1n general 

\U 
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2 

3 

-4 A. 

s Q. 

6 

7 

8 

a /4. . 

tO 

sxbl.bu 8 for vhoa yoU bave eddre .. u Ul\t thett roa Uled 

your prooCa of llatl·•nq wid! revard to tbJs tull.t ttltb Kr. 

t'Ula.er, correct? 

~at is correct . Tea . 

Hm1 1 turtU.DO specifically to this unit i.D BX.IU.bJ.t 8 aDd 

1 f you look at trllct 1 and abo ttact .5, wou.l~ you t4l.l 

the Board which folks you have been unable to qet a:n 

address for as ~scloaed by ~bibit 8? 

ve•ve been u.nable to locau Diane c . Webb who is Ueted 

at I tea 9 . Hea 10 Hats Nancy Duty as a:n ad.dre•aee 

n unlcnoloi'O . S'he, aqaiJ), c:aae forward . Itea 11, tbe Ha~el 

12 

~~ Q • 

14 A . 

IS Q . 

cook beJ.rs . 

Do tbey rem&iD unknoWD? 

Yea . 

Unlocatable , ~ should a~. 

16 HR . coo&: ?bey would be 1teaa 2, 3, 4, 5 , 6, ), 8, 9 and 10. 

17 KR . Cl:lAJ1UO,N : Tile Hazel Cook helrs? 

18 HR. SWARTZ : Tell me who they are aq&iD . 

19 KR . COOl: 1. l ; 3 , 4 , 5 , 6 , 7 , e, 9 and 10. 

:_~ HR . CBAlRKAJI : Could T qet you to state your DUe for tbe 

21 record? 

Z2 KR . ·COOS : Marold Cooll.. ThAnk you. 

2:l 0 . t~r . Swartz contlnues .) SAil, have you been unable to get 

an oddress for lfarv c. Ellis? 

That is correct7 
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1 HR . 8\lAJlT% : can you aU Ql'ile us any n•lP? lf you all l!nov, 

2 perhaps you ' 11 be able to belp u• 4fter the bearing in 

l te1:11a of caoybe tracJt.11!1'!1 --

4 IG . DI11'T: Prol>ably later c1ur111g tbe wee.)t we could. 1 could 

5 get soae addreaae• of he~ heirs. 

c. MR . S\IAR'n: That would be v:reat. We'll .Ue ,aure we qive you 

7 JSoae c:at'ds. And U you could do that to balp us find 

8 tbu. We lalow the inter-eat is 'tbere . We juat doo' ~ IQlo'" 

9 wllo to get a tlold of . C'reat . Vbat •s YCIIll" nue? 

10 KS. DUTY : Nancy Duty . 

11 tal . SWAAT1 ; I've seen your siqna'ture, but I've never see.n 

1;1 you. 

13 Q • 

lA 

[Mr. swartz contLnuea . ) OtbeE" than tbe people we have 

listed now whose addresses -- the three wbose ad4resaea 

15 vere unknown , does that co-ver- 1 t in te.naa of the people 

" that you were unable to l ocate in advance of tbe bearing? 

Yes. That lS c:ocrect... 

18 Q . W!.t.h re<;~ard to tb.e cards, is 1 t tE"Ue wi ttl re.gard to tl\18 

t9 unit, w-20, that everyone for whoa you had an address 

20 s-19ned for tlle mll.ll and you qot the reee1pt back? 

'Vbat • s correct . 21 A. 

?2 Q. wn.h r egard t.o Sxhill1t A, page 2, on th18 uni·t; what b 

Zl the amount .ot outstanding acreage tbat needJJ to be 

2J addressed ))y thls ·poolin9 application t.bat Buc:ha.nan 

a PToduc tion e1tber basn•t leaaed or baao•t aoaehow 

Ut 
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• 

• 

2 " · 

J 

4 

5 Q. 

II 

7 

e " · 
9 Q. 

~0 A. 

H Q, 

12 A. 

!3 Q • 

15 A . 

16 o. 

18 " . 

10 o. 
20 

21 A 

l2 Q . 

lJ 

otberwLae eontrac~e~ for control? 

,._. to the c-oal interest - still have 14.4888 percent 

outetandlng and on the oU an4 qaa ltlta-reat we have 

\6 . 2Dll perci!Dt . 

TUrnln; to Bxbiblt a , paqe 1 , we are baa1ca~J 1n the 

aaae develo~ent tbot we ju.et looked at with reg&rl1 to 

unit x-20, cor=ect? 

correct . 

~e· ve just eoved Up a unit? 

That ' s rlgbt . 

And ve have three lonvwall panala7 

Yea . 

Witb regard to development 4 and development ~. there's a 

W8 sbovn in eacb of tb.ose? 

Tbat • a correct. . 

l/11t.ll1o 1n the unit ~d. ot course. there ian • t on a wttl\ 

regard to developaent l? 

Rigbt. 

TUroing bac~ a page, you ' ve done lxb1bic c, an eat1aate 

of al lowable coats tor this unlt, correct? 

cort-ec~ . 

AOd does the a.ount SJ14 , 7SO repreei!Dt tn ~our 'udq.aent 

a r eaaono.blo eatiaate a.r; to t.be total coat that v111 be 

nll!cPsaary t o produce fro• the.ae bi'O pane.La out or t.hle 

unlta? 

1U 
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• 

1 " · 

2 Q. 

3 A. 

• Q. 

5 A. 

6 Q. 

correct . 

How 11any well bore• are conU~latect by Bmtlt1t CT 

'r'fO -

One 1n each panel? 

one in eaab panel. 

Then turninv to Bxhtbit G, pa.¢8 1, 18 tllts tbe aue 

1 eBtiaate of coat by panel with regard to developaeAt 

a panel 5 and 4 that "• JUst vent through wUb re;ard to 

9 unit X-20? 

tO A . 

11 Q . 

That its correct . 

Alld you ltOI.lld fo ll«N t1le IUUie kind of ca.lculatlcma w1tll 

12 Tegard to tbilr unit , w-20 -- in other words, you ~u.ld 

1) 

15 A . 

16 Q . 

'" A. 

18 Q . 

19 

<!II A. 

21 Q . 

22 

2l 

2" 

25 A • 

you ptclt the percentages and the resultoi.bg uount whicb 

in devel opaent S is 122S,~45, rlvht? 

correct . 

And 1n devolop11ent 4 ~s S\66 , 551? 

correc t . 

And thE!n you would ~pply the perc.entages at 11•ve 3 of 

&xhibt t c , corrac t? 

correct . 

WE!ll , actuttlly -- Y!!s , at _page 3 . And on page 3 and 4 of 

£JtbUHt G bavt- you 6et forth the perce_ntage 1JI tbe Wlit 

w1 th r egard t o each panet per e.ach person who 1e a 

n u;pondent7 

Til a t: l 110 CO["n!C t , 

161 



• 2 

3 

• 
5 

6 

.7 

8 

9 

10 

fl 

12 

13 • I. 
15 

16 

11 

18 

19 

20 

2 1 

22 

Zl 

;:~ 

2S 

• 

o. 

A • 

0 · 

A. 

o. 
A, 

o. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

~d ~oae are the percentages they could nee v~tb rwvard 

to ldtat t.he.ir royatey UJUZ'eat ~vbt be . 'ftley •u..ttJply 

tlaes oue-&~;b~? 

correct . 

Or in te.Ba of part.ldpat1n9 or- belli; cattle~ tbeJ vou.ld 

multiply ~bat tiaes ~e nuabe:ra that we just spoke about? 

conec:t . 

OD page 2 of Exbi.btt G7 

That is corTect . 

Nov . 1n adt:tiUoD to doioq the cost s1de ot thU f-or 

developaent 5 .and development 4. you•ve al•o qot a break 

out on pave 4 for royalty interest or ~evenue for panel l 

wh Jcb jUst ha8 that ltttle strip in there? 

Correct . 

N01o1 , aqo1n, th1s unit 18 1D Oakwood II, co~ct? 

It 1 s under the Oaltltood II Held rules, yea . 

MC the leases tbat Buchan!Ul Product1Qn baa aequued Ql' 

has obtained control by other contraattlal aeaua are 

lease s of coal below the Tiller? 

Correct . 

Ts 1 t y::~ur o p1J11on that the plan of developaaut V1tb 

r eoord to t bl s unlt and tl1e tllree projected Pllllela b a 

re.ssonable pton t o develop the c:oalbed methane r•aouree 

v u.Mn and under tb1s uoit for the be:neflt of the atneral 

owners tn the un1t~ 
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I A . 

~ o. 
3 

$ A. 

6 Q. 

7 

6 

0 A. 

10 o. 

lee, lt ia . 

And ~111 this proposed plan contribute to the productlon 

at correlative nghta, lessen the 11lel1boo4 of pbyaical 

WliBte anc1 econo•1c w.ute7 

Yea1 1 t vlll . 

NoV , again, vith regard to all tbia ~its, we ' re initial

ly talking about abort bole gas aa we previously describ

ed? 

correct . 

And ultimately ~f tho ainino proceeda we •ll be looking at 

11 gob gas? 

1'2 A. tugbt. 

1l MR . SWART' : Are there any questions on w-20? 

1• HR. kASON : Back to my thing we were diacuasino earller . ~be 

1S tees in here for bores. are they arrived at under the 

16 s~e agreem~t as we discussed earlier? 

17 ka . GORDON: Th4t is correct . 

Ill Kl! . SWMU : I probably sboulc1 hove sAid that, b1.1t bbihit It 

t9 tbot we•ve offered today we bave capttoned all of the 

~ ~oeket numbers because lt 1a pertinent . IXblblt K that 

21 we offend earUer today, Kr . Hason, ve put a coption ana 

n ve •ve oat all the -- I should have aa~d that, but 1t ia 

Zl t:be ee11e aoreement -- would be eppUcable to ell these 

unito . Okay . The next one ia w-~1 vbicb ia 024\ . 

l•ou·. swart: eontlnue .. s . ) "1th regard t o ~hta one do you 

lGI 
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I 

2 A. 

l Q. 

.. 
6 

6 

1 ,., 

il Q . 

9 

tO A . 

I I Q. 

12 A. 

I) Q • 

15 0 . 

ttant to uend to odd or lllllend to 41a&J.sa u)'boey? 

No, we do not . 

We've talked about t.be tact that tbe notices were eaDt 

via. certihed mall . ADd if you would turn to axhiblt B 

reqardlng unit v-21 , lt looks lik-e V& have th• &AIIAI 

81tllbt10Q? 

Rlc;bt. 

P1alle Webb, as of up until na.~ you do not haVe a11 address 

for , correct? 

No , we do not . 

so you were unable to caU to her? 

correct . 

You bave found Nancy c . Duty end abe ls here today? 

correct . 

And we did not have an address for Haael COok or at leeet 

10 bad s ome una.et""t.elftlt;y u to tthere abe a1oht be e.Dd it 

~~ looll:a lUte we ' te on tile W<\f to learning that to~lar . 

18 A. . Correct . 

·t 9 O· But nevertheless, Ha:el cook did not rec:e1ve a meU1ng 

~ for ~ot >eason? 

21 1\ . Cor rect. 

22 Q . Al.s o because she • s deceased . Now, yo-u showed Robert 8 · 

Zl cook o.s odd.ress unknown , but I belleve you --

'2~ HI\ . coox; I • a present . 

2S WR. S\fAJITt : 1 think we oot an address for )-ou . C~ay , 

lU 
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• 

1 . Q . 

2 

, A. 

4 Q. 

~ 

6 

7 A. 

a Q. 

!I 

10 

11 

12 

I) 

lj A. 

IS 

lll Q . 

(kr . ~arcz cont:un.uts.) so be nce1Ved a aa1liDO u 

well? 

Tea . 

Now • .to tens of t.he people that yOtJ liated: ~10 edc1rt!u

e:a in EXhl.b1t: 8, cUd you aa.U t:o all of thu and did all 

of them siqn for the aotn? 

Yes, tiler did . 

Now, with regard t o thiS unJ.t. 1f you turn back to 

Exhibit A. page 2, which ·ia a suaau:y o.f iruchenan 

Produc tion• s &nteraat and tbtt outat:ancUno iatueat and 

on t o 1tem 4, h.ow auah of the coal interest: 1JI out

standinv and would be subject to thla pool1llo eppliea

t1on7 

we st.Ul have s . &a percent outatudtno os to tbll coal . 

·In oil and vas we have 63 . 6.244 percent outstand:il:u~. 

And t.hoae are the i.nter-ests addreaaed by thla appl1ca-

11 tioo1 

t8 A. 

f9 Q-

2.0 

21 

Z2 A . 

Zl Q, 

2_& 

:15 " · 

That ! s correct . 

Ag~ln , thts 1& a ~~ort hole s1tuat1on ln the PocabOotaa 

t l aeam . Ultislat e l y if alnino pr·oonases 1t would 

invo l ve acti ve qob? 

That 1s correct. . 

Th l s 1s an 80 acre un1t in the oakwood: coalbed vas field 

Rule II'? 

\10 
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• 

• 

Q. 

2 

~ A. 

~ Q. 

II 

e "' · 
7 Q. 

•• 
0 A, . 

10 Q . 

12 A . 

l l Q • 

14 A, 

16 

Ill Q . 

H 

10 

10 

~ A. 

22 Q. 

:7.1 " · 

.. ~ Q . 

liS 

Which dula w.lth coal aua.a below Tiller .. nntully CS.tntn 

to tbe Pokey 27 

That h correct . 

Who 41d lxhtblt c, the eattaated ello•able oo•t• oft thll 

unit? 

1 c114 l t . 

D1d yo11 Allo do the notlee ot haaricv and the eppUoaUon 

ror unlt? 

Yll , t did. 

Tho coot• are cone1derl.blY leee here tban we've •••n tbua 

far, correct? 

~hat 1u corroct . 

Wby io thot? 

There'• no bore bola in W•21 . We have developaent ~ 

panel ovarlapp1no luat a little blt tnto untt W•2t . 

Ultt•atoly lf there 11 another developaent panel propoaed 

and o4~1t1onal coote wouid bo under conai4eration t 

oather you • re tolllno tho ·Bon4 you • re votnv to have to 

come bock at voao future date' 

under a nor•al e1tuatlon that ' • true, but atnce eonaol 

own a thot t do11bt 1t . 

o kay. so that •• the trodo line between you and conaol? 

That io t'ioht . 

And baolooHy w11at '" ' ro talltino about llen .iD aUooauno 

coat and rov(lnue )Uit ror the Uttle blt of developaent 

' 'U 
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• 

• 

Z A. 

3 Q. 

• 
5 A, 

6 Q. 

7 

B 

9 A. 

10 Q. 

panel s tbat ln iD~o ~2l9 

That is correct . 

And since there 18 no 'fell bore in W•ll. 1n davalo.-ento 

s the costa would be leas? 

'l'b4t is correct? 

:Ia the SJJO, HO cost in yoQr opinion • reaaonable 

e&t1.11Ate of 'the title and othe-r coatJr tthicb wtll be 

iDcurred on this U~tt.? 

l'eJI , 1t i s. 

Now, you're also vot an l:lc.hibit G, page 2 . Ie t.lUJI. the 

11 saae txhiblt G, page 2, that we•ve looked at twice 

12 b@for e? 

13 A • 

t.4 Q . 

That 1s correct . 

And the sue calcu.l~tUona woulcl apply to fiqure out. wbat. 

~5 uount of money to start wi.th i n teras or calculatino the 

i6 participation interests? 

u A 

18 Q . 

Tbat 1s correct . 

An!i 1f 'fa. turn t.o Bllllibit G, paqe 3 , the onlY panel we 

19 need to deal w1 th bare .1s pane l S? 

2:0 A. 

21 Q. 

n 

2l 

That 's correct . 

Does &Xbibit G, pave 3,. aet forth tbe percentave inter

e·ata of the 1nd1.v1duale who are respondents wh.1ch vollld 

represent the percentaGe that. they ought to •ult1ply 

~ ~es a one-eivht r~yalty to deteraine t.be1r royal~ 

~ Lnterest or the pereentaQa tha~ they could uae for 
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• 

I 

1 ; 0 · 

A 

s 

6 

7 A. 

8 Q. 

9 

10 

II A . 

part1c 1pat1on purposes or 1n teras of bela; carria47 

'fllat \s correct . 

Is it your opini on that this plan of developaen.t U a 

reosQ!lable plan to develop tbU unit utd the coallled 

11etbane. resource v1tM.n and under the unit for the 

benef i t of tbe ovaeT.s of that. resource'? 

Ye.a, 1t .ts . 

And v1ll it contribute to the proteetlon of correlative 

r1vbte, lesaen the UJtelihood of both pbya:1cal anl2 

economic waste? 

lt: "'ill . 

12 Hlt . SWARTZ ! Any other questione? 

t3 MJL EVANS : I ' ve qot oae quest1oD. 'l'bl'e 18 j ust po.lnt of 

•• tnterest . Back on W•20, SXhibit A, pa;a 2, do you llave 'll 

15 typo 1n th&t between 3 and 4 net percentage? Oil and 

16 vaa owners 76 . 2033 and then 1D total 1nt~reat to ba 

11 pooled 16 .l:OO. Ol3 percent . 1e t.bere a typo tbere? 

•a should not thou two nwabers be tbe sue? 

19 HR . SWARTZ : Oqe vould llope . 

'20 KR . COIUlON : Yea . 

21 XR . &V.i'NS 1 You • re sayt nv t.l'le percent a ;a of eoalbad •ethane 

~ rsQhts pot leased to ~11cant -- you've qot a total 

23 pe rcent and t hat percenta;e under oil and v-•• ovaen 1a 

2~ 76 .2033? 

2S l1R . COIUlON: Ob, yeah • 

tll 
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KJl. BVAAS t And in 1tu 4 , 8 -- aub 11, oU aD4 vu intereeu 

~ you've got 1&. 2033? 

l HR. . SWAJU"Z : I • d llke to nquest that we can uand thie by 

• :JUSt st.atinV on the record -- although 1f you want to 

~ follow-up w1 th an 4111endaent. ve will . Clearly Mr. £•an• 

6 is rtvht . 'l'be oil and gas outat.andin; should be '76 . ~0.33 

7 parcent at Item 4-B ~n unit W•20, Bxhib1t A, pave 2 . 

6 Tbank you . 

11 H'IL CHAill)4AN : While we're g oing bac:lt and touching OD that, 1 

10 was l oolt.1tiV. Do you bave the nec:ea.sary percentage to be 

11 desiqnated as operator in that unit? 

11 KR . SWARTZ : we don't need any perc:entave . 

13 HR.. CHAlRHAn : For tbe poohnQ'1 

1• MIL SWART'Z 1 under convcn Uonlll you need 6 certain percenteve . 

1!> under coaUlecS you do not . That ' a tbe way the etatute .le 

16 set forth . Tou need to loolt at t.be ;rosa percent.avee, 

11 tbou;b, lf you want to ra1ae that 1eeue an4 you ' \1 

•a notice we have a piece of every tract , 

19 wa. ClfJU1UtAN : All r 111 h t . 

20 KR . SWAllTZ : so in tera5 of o Qrou penentet~• undivided 

7 1 !Dtereat we 've qat aoaethlno leased in ovory tract, 

22 looll.lng a t unlt w-20 , for exuple, and obvioudy aoet of 

Zl the co!U ancS @out a f ourth of the oU an4 vas , But .y 

~ und•rttandtnq 18 tbat the only p.ercentaqe requ1raae.ot or 

~ pao ltlon re~esent ta on cou~antiQn~\ v•• ,~4 Qil~ 

1'?4 
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KR. C!UURHAB t t ou a a)' be r-ivbc . l wu try1Jiv to look and :I 

2 couldo'e f 1nd it . 

l KR. CORDON : It. is. under Section 20 u d.iffer.nt tllan 

• section 22 . But we do bave as pee-cent of the coal 

s leued ln tbat . 

a Kll. CBADUfAN: Yeah . 1 knew tbet. 

7 KR . SWAilTZ : Vbac you•re referr1llv to, Hr . VQPler. l tb.1n.k ia 

• u-

e Mll. COUlUOU'I : Wel l , 1 was cryinq to refresh ay ... ory end 

10 dee111ed just to aaJt 1t openly . 

u KR . SVAATt : It ' a in secuon 20 Mbicb is Ueld rules and 

ll c1rllllJI9 untts venerally. (Pause.) Hare 1t la . It'l 1n 

u 21 Cl , 25 per cent per convenrtonal • 

14 HR . CIUURHAN; Yeah . 

15 KR . 5\IAATZ : t_n the levidetion it' a w1ad011 to not apply rule 

t6 to all tbe --

17 KR . OIAlli:KAN: Thanlt you . J couldD ' t tineS it. I juat ukad 

18 ror your indulgence . 

19 Kll~ !NAA'l'Z : Anytbtnq else on w-21 fro• anybocty? Olla.y. x .... ll 

20 wllteb is 024.2 . 

I Hr . swart: continues . ) Do you vant to CSiaaue anybocty? 

Do you WAnt to odd Anybody as of r1qbt now? 

No , wa do no t . 

'*1tll nqard to ltlth1bn a , •va:tn did you aul a cueS to 

averyone you bed an a~dreaa forl 
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• 
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we aaUed a not1ce and t.he appl icati.on co everyone, yu , 

2 And we qot the card~ back . 

J Q. HY rev1ev of the record you fUelS with Mr . nalaar 

~ uuUca~e.a tbat one of the careSs cue back u.na1vnad, I 

5 belteve . 014 you check vttb revard to --

can1e B. Cook. 8 A. 

7 Q. Okay , so carrie, altbouqb ve bad an addrtaa for btr, abe 

8 bu rumecS out to W unlocatable? 

9 KR . COO~ ; Sbe is deceo•e4. 

10 Q . 

11 A . 

(Kr. ""art: co·nt.inuea . ) She• a dec·eased? 

Sba 1s deceased . 

12 Q . Wbo did you send 1t to? 

13 HS . DUTY : sue Elkins is 

, . A, 

15 Q . 

16 A . 

(The v1tneaa conttnuea . l sue Blkins . 

Ancl t.bat cue baclt? 

It caae back. 

1? HS . DUTV : She baa a Raven add.rea.s . I can aupply yo\l vttb 

'! t.bo t addl-e a a a leo . 

19 KR. SVARTl ; Great. We neecS U .. 

:a Q . (Kr . svart:: conttnuea .) so 1.n te.na of Wlloeatable~ aa 

21 o f t.be tlale this wu tUed you had the be1ra of c.a_rr1a 

~ cook, ~a:el Cook ' s beira . We bave found Nancy Duty or 

~ she baa f o und us . 

2-' A . 

:.'!l Q. 

correct . 

And Olane c . ~ebb 1• &tltl addr.aa --

\111 
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1 ~. VPa : T'• pr-eaenL . 

, ~a . SVAJ\"1"1! oll.ay • Gnat. . 

l Q . (Mr. svan: continues . I How, wi.t.b reqard to UUa un1t 

• wtucb is x-21, go1.ng to !Xb1))1t "· page 2, wbat are the 

s 

a 

7 A . 

• 
II Q • 

10 

11 A . 

I;! Q • 

1ntereatl tbat need to ba pooled or are acSdreaaed by t.h1a 

pooling appltcatton that are still outatandiD;? 

Aa to the coal 2 . 11 percent . tn oil and ;aa 25.l8t8 

percent • 

Haw , U you turn to SXhi.bit c. t.hla is another uuJ.t that 

~oes not have a well bore located oo tt, correct? 

Correct . 

An~ thle 1a very s~llar to one we•ve just looked a t. It 

t) juat. cat cbee a piece of developaent 5? 

17 A . 

Ill Q . 

19 

~ 

21 A . 

Z2 Q. 

2:) 

~ A. 

~ 

That 1s correct . 

Well , actually tbere t e a wall bore here bUt you're not 

using it? 

Tbat • a correct . 

So although there ~• a well bore located within X-21 it 

is not ant1c 1pated to be used in developaaot of this 

un•t or tbat panel? 

That ta correct . 

Why are the coats Dore on x-21 than on the unit we juat 

looked at? We've got 133,000 . "la 1t the tltl.e? 

Yea . we have quite a fev •ore ~acts involved 1n tbta 

un H than we cUd ln t he prev:loua one . 
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Q. 

li Q. 

7 

lhth :-eqard ~o 8xhib1t c oo Jt-21 . u 1t rov optnion that 

the S49 , 250 repreaeota a reasonable eatiaate wltb regard 

to ~e t..ltle curauve and ot.her ite .. set forth ln tbat 

Sxbl.l:ll t C1 

Yes, it ie. 

The VP-6 aine ••P we•ve looked at before with x-21 now 

hlghligbt•d . !lxhlbl~ C, page 21 u tbet tbe .... e.xhUIU 

a wce•ve seen on the prior units? 

9 A. 

10 Q . 

Yes , 1t ls . 

And then we bave a d.ll!erant, t vculd bope. divUion of 

n Ulterest that pertaUla apecrihcaU·y to x-21 and panel 

12 developen~ 5? 

ll A • 

, . Q. 

That 1a correct . 

And aqa1n this p~rcentege tbet •a aaa1qned to each ot tbe 

1~ respondenu could be uaed in aaaeaa1nQ royaltY 1f rou 

t& cultlplied times lA or participation coats or carried 

IT l.Dterest exposure? 

correct. 18 A. 

19 Q . 

;oc 

Is \t your opinton that the plan of developaent with 

regard to ~ lonovall panel tbat lnteraecta unit s-21 

21 ls a reasonAble pl an to develop the coalbed metbana 

22 r aaource w1 tl1in tbill un1t? 

2l A, tea. H. u . 

And would thla plan , ir iaplemeoted , con~rlbuta to 

1'71 
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lU.elibood o( bo~ llbYDic:a.l wute and econ011ic vute? 

2 A. Yea , lt would . 

l HR. SWART: : That •a all l have . 

• H.Jl , CHAI~ : Any quasttoaa? oo you b.ave any ot.har vit.De .. -

5 eel 

6 KR . SWARTZ : flO . 

7 HP.. O!AIP.HAN : Do any or Uae foUta that are bare preaet have 

e any questions? Would you c:011e forwa.r4 and state your 

9 naae , please? 

10 HS . GTBSON : Hy noae 1s 8ett.y Gibson. How did they c1erl ve t.be 

11 interest? Hov c11d tbey aet the 1nt.ereat to the oil o.nd 

12 vas? Fo- each 1nd1V1dua.l bov 1a 1t derived - the 

13 percenta;e? 

14 Kit. SWARTZ. : I'd Ute to have ""• Wlrtb answer t.bec . 

15 KR . CHAIRHAN t Okay. 

15 COURT RBPORTSP.t (SWears w1tnesa . 1 

17 KR . WIRTH ; H&.rUn E. \tl t"th. IS t.bia pa_rt of the ~k tract? 

18 HS. GTBSON : Yes . 

10 KR. wtRTH : We hove just now received title oplQioa froa our 

~ tltle eXAminer 4nd 

?I HR . O(AI qJ4AN : we can ' t hear you . 

~ HR . WlRTH : Baaicolly wblt we bave done, 1ft1t1ally we dJd e 

~ stand up qo i~Q t.l'lrou;h the courthouae recorda . We QOt 

~· tl\rouoh .sll tbe deec1s and all the ville, liata of betre , 

~ and everything like that . We turn over any and all 

111 



• 

• 

• 

1 

2 

infonat-1on -.e find into our t1Ue ettonelfll. We the.Jl 

also go throuqb what we Und. If b.e has a requl.raaent. i1e 

) oeecS to cleo.r QJ1 they would c011e out and say the heirs of 

A. Ra.zel cook who are bla.h , blab, .blah, ee~ owned a certain 

s percentaqe of intereBt. That's bow - caae 1Ji1Ually 

5 through here . Now, a lot of tillea with the b.elp •• 

7 yoursel! and everytb1nCJ there are &0118 th&t are reported• 

a ly that we ' re not aware of. rf it's not on recorc1111 the 

s oourtho11se we bave no way to know that M8. cook a1Vbt 

10 have sold ~o her dauqbter or shared it or aoaethiov like 

11 this , so we have ~ and the next phase we co•• tbi'OUQI\, 

u . 

people like yourse.l£ or othe.r people tell us that . ve qo 

tbrouqh . lf -u is recorded and we a.tobt have aissed it 

ri go back o-r it's recordecS 1n 'raz.ewell county. Let's 

1S say Hs. cook passed away in Taz~well county and bad it 

'!:> recorded thet"e because she also owned propertY ill 

11 Tazewell County . They &1 so need to vet .1t recor;4ed in 

ta B-uebllnan county . tf it' a not in Buchanan county - did 

19 not p1ck i t: up . 'l'herefore, a lot of the betrab1p• you 1 U 

2.0 see -- tb.ar• s bow we breaJt 1t out by t!tle ex.aalnaUon of 

~~ how ~:~~ucb .inte.rest eac:b per a on owna . And ln case of a 

~ husband/ wife, tbexe is a dour courtesy interest depend!nv 

~ on the date and t1me of the death . Tbat'a b~ we handle 

~ 1 t- , 

25 'l!tR. CHM.aMIIN ~ ..-tlan.k y()U , 
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i MiL HASON : Isn't lt uue, Harty~ ~ot•a how you- you ac.art 

2 out by deterttintnv tlte relative 1)ere«ataqe of elle 

3 4clll1nv un1t of each tract of land, ie tbat ~orrect7 

£ Hll. WIRTH : Row , in tbe unit -- 1f that's the queation, I 

5 mi~Jbt bave Di&W'Iderstood -- there 1 a ao acre• 1.n each 

6 Wllt . 

That's vbat I vas asking . 7 KS. GIBSON; 

8 t(R • WIEnl : 'The Board 1n 1990 and thU year also have de7&lop• 

9 ed field rules vbere each person vbo ovns - say you ova 

10 100 acres . 40 of tbeae acres fe11 in %-21 and to fell in 

11 x-20 . You would bave 50 percent of that Wlit bec:aUB!! t.he 

12 ruut is cOJD_pr1sed of eo auea. YO'!l have 40 . so you 

vould vet 50 percent of production freD it . Tbat'a a 

OTO&a number . Tben you ovnect a, a1xth you vet one•silttb 

15 of the SO percent depending on your elections if ¥QU 

tG lease, participate, or be carried. 

11 HS . GtsSON : tt •s all broken dovnl 

18 Hfl . WlRTHt 'that ' s rJgbt. 

t9 WR . KASON : What :r was trying t o clarify 1a is tbere two parts 

20 ther. one could t1eterttine what part of eacb dt'Ul1,ng unit 

21 eacb tract of land is a percentage and tbeu vttbin each 

%2 t:ra.c~ hot~ mueh each ind.l vidual ovns of that ttact? 

Zl HR. SWAR:r·z : 10\at Harty 1e tellinv you, H we 11.11t tooll oa& --

~ ~h1 & 1s tbe map tbat caae vi~ one of the unite tbat 

~ we 1Te ta,~lnv ~bout today and every tract has a nuaber • 

lll 
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11 

12 
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IS 

16 

17 

16 

•9 

20 

21 

22 
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2• 

25 

• 

And .1f you vented to figure out -- What be b., cSone. 1t I 
~u wan~ed t.o figure out. ~at t.bt~ 1ntuut. of t.~-.ct. 6 •u 
and the owners vbo bad an interest in tract S you vou1d 

toJle tlle a c res 1n troct 6 tllat are 1n thla 80 ac~ WU.t 

ancS if it -.as 10 a c::res you .auld put it on top of tbe 80 

ancS then you dlv.l.Je it so that you'd lmow that one-e111btb 

if it tfas 10 aaes u would be one-uvbth of the total 

o f t hi s unit or lt vould get one-eighth of the revanue . 

I.! you had to coae up with an :1ntereat to parUclpate 

you'd have to pay one-eighth of the coat. ~ow. that's 

pretty easy . What coepUcates u. U: you auok tbua 

l ongwall p4nel in -- no-., tlUa one h pretty daple. But 

wltat you t hen have t o f l QUI'e out ta bow aucb of thia 

I ongwell p11ne l which 1e tb1S rectangle basically, tb1a 

white here , bow much of tb1s is in tb1a unit . so you 

take t b18 acreage ~ you put lt on top of this to oet 

another per cent ave 4nd t:hat. ' s the 1ntttr6at ln tbi,a panel 

that co~es back to tbie unit ancS then you ' ve got to take 

tbts percent . so l t's a two step calculation . so you•va 

oo t to O qure o \lt- 111bat your lntereat 1n the unit ta and 

tten -· ond you ' ve looked at other ones here Wbe~ 111e 

beve like t hree pleces of panel . so you•ve got to fivure 

1t out fo r every panel . But basically you take the acre• 

you ' ve oot 1n there. the 80 acrea. end get a parcentaga 

and Lhan !tvuro out whateve~ ~he longwall ~enel or the 

l Ul 



• , obort bole qas panel would be and you JWit f1CJUra out bow 

2 IIIUIY aeres 1Jl that panel .l8 1Jl the Ulllt eoapared to hOW 

l IP4D'l '~ 1Jl t.ba total .and c1o another percent and you 

4 11ulttply those toae~ber and that's whet you have . ~at•e 

s ho~ you qet t o -- lf you look at &xh~lt o with all 

6 uoUDta t.bat • a bov 1 t waJ~ UqUred out . Ia tbat clear aa 

7 mud or does t.bat help a llttle? 

8 MS . GIBSON : I t ·helped . 

9 MR . 5\IAA'n : o~tay . AJJd we ' ll taU. to you afterwards, too. 

10 ttarty " 111 give you a c ard . Do you 'have anytbinv elae? 

" HS . G:IBSO"N : NO. 'l'tot ~o~as all . l was Just woncler1Dv how you 

12 cl.id tbat . 

• 1!1 Hlt . CHAJI\MAN : AllY ot.bec questions? Do you have a.nytb1D9 

l.t further7 Any questions. aeabers of the Board? Wbat • a 

1S your p leasure? 

16 KR . MASON : Hr . Chairman . 1 Dake a a otion that we approve 

,, on•s r:-e quellt for t.he forced poolinq on these four. 

t& HR. OiAIRKAN : We have a mo t ion to approve the (our 

19 appHe a tions as p resented . 

~ HS. %ANDgR : Second. 

21 KlL CHA1RKAN : A motion and a second. All Jn favor 

22 s1VTU fy by saVinv yes . (ALL APnRH . ) oppo .. d sax no. 

%3 (NONE .) The 1110t~on carries . 

24 I AMDR A 9Rl &F RBO:SS , THII RIAR.DfG CONnNUBD AS FOLLOVS : I 

~ 
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KR . SVAJln e ttr . Cbnraan, t bate to a41tlt UUa but I oaqlJtctt-

2 ed to offer ao~e teatiaony on the four unlta 1D ventral 

3 with regard to cottuderat1on . ADd I'd lUte to bava Mr. 

• Gordon testify juat for a ainute an4 have tbat .. part 

s of tbe record. 

6 HR . CHJURHAN : We'll reopen t.be record on tboae f our PTevtoua 

1 uni~ . 

e 

9 

10 SAMtr!:L BDWAJID GORDON, n 

" a vttDeas who . after bavl.ng been prevtoualy ~n. •tt• 
12 exaatned and tes ufied u tollows: 

IJ 

14 

IS 

DliU!C'T EnHINA'rlON 

16 BY KR . SWART'%. : 

17 Q. 

18 

19 

20 

21 

22 11 

2J o. 
2~ 

2S 

Hr . Gordon. llltb r eqord to tbe four untta that we have 

beeo taikino abou t , X-20, v-20, v-21 and x-21. a review 

o! Bxh~it A, Page : , ln each of the untte dJacloaee that 

Buchanan Pro duction tbrouqh OXY has leased al~ficant 

poSltlone l n all four of those unte. . 

That t s correct . 

And my quenlo n f or yo u is wlth reqard to aaklnO a record 

in t e ras o f the lease teraa that are typically offered by 

on on 1tflhalf o f Buc ltanaD Ptodlu:tlon. ~at would the 

, .. 
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' typlcal bonua on just the coal beeS aethane 1eue be 

2 bonus per acre? 

' A. It would be OJle dollar per acre . 

4 Q. Okay . And the royalty tha.t YQU've bean offeriDctl 

s A. One-e1Qhtb royalty. Five year te.n leue. 

6 Q. Ollay . And would you reca.aend eny order of tbe Board 

7 with reQard t o elecuon option.a aa requirecS wu!er tbll 

a statute incorporate those prov1B1ona? 

II A. Yea, we would. 

tO MR. SliABTZ: That's ell I bave, Hr. c:tusLnan. 'l'b&Dk you. 

tt MR. CIUURtCAN : Without any exception thoae are accepted u 

12 p~ ot tbe record. 

13 

I' 
IS 

IS 

11 

IS 

19 

20 

21 

22 

2'3 

~ 

2S 
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(ITBMS 4, 6 , 7, 8, 9, 13, 14) 

3 

• tcJL SRUTZ : Not eo usurp your al)U1ty to call tbe next lt,-

5 on tbe docket , but ve have 1 believe ~ ~ 2, 3, 4, -- l of 

o tbeae Wlito left . Tbey are all under Field RUlea 2 . 

7 Tbey are ttem 4 . v~cb 1a unit Y-20 , docket ouabe~ 0234 , 

a lte• 6 oo the docket, vbicb 1e unit T-15•0235, It- 1 on 

9 tbe docket, vb1cb is un1 t S-15, docket nlllll:Jer endlog 

10 0237 , Ite• 8 on the doeltet, UDtt s-s endtng on tbe docket 

'' nuaber 0238, then lte• 9 on the docket , un1t t-2l end 

12 it • s ouaber ends 0239 and tben the l&at t:vo are It ... 1l 

Ill 4Dd 1~ , vbicb ttre units 8•20 , B-21 &Dd t.helr doc:llet 

nUJibera emS 1n 0243 and 0246 . ~d Vbat I • d Uke to do 

~ vltb your per.1Bs1on, is offer the general teatiaony 

111 tbat • s applicable to all tbeae units once and t.hen vo 

11 throuqb eacb of tbea speclfic&lly and v1tb the respects 

•• that tbey aay dlffer, vltb your perataalon . 

19 HR . CHAIRMAN ; Tl'lat ' ll be floe . 

20 HlL SWABTZ : S tarting vtth the geoenl teatiaony, 1'4 lUe to 

:11 c:a 11 su Gordon aqun. s u . you • re a till under oath . 

~ fo~ understand tbat? 

Zl HR . GORDON : Yea . I do . 

~ 

~ 

186 



• SAHV!L IDWAJU) COIUION, II 

• 

• 

2 a vttllUI wbo, after having been prevtoual:r IJWOrtl, vaa 

l e•••tned an4 t~atified ea followw : 

4 

5 

8 

DIRBC'r BXAHDtA'flOM 

7 BY KR. SWAA"n : 

8 Q. 

9 " · 

10 Q. 

11 " . 

12 : 0 . 

1:1 

14 ,.. • 

15 o. 
t& A . 

11 Q. 

18 

19 A , 

2.0 Q . 

21 

Z2 ~ . 

23 0 · 

2~ A . 

5 Q 

You vant t o state your nue for u.a? 

s uuel Sdvard Gordon, n . 
You worll f o r OXY USA, tnc. ? 

Yea. l do. 

An4 alao you • ve been appotnted to act on bebalf of on, 

on behalf of Buc:banan Produc:Uon COQ&n'f. c:orrec:t t 

Tbet 1.8 COtTeCt . 

And vbat Ls your tltle 1n ~bat regard? 

Regulatory Manager . 

1s &uebanan P~oducuon Co•pany t.he applic ant. bare .1.D all 

of these appl icatlons that we've conaolldatedl 

'fes , l t ie . 

Anl1 .lJ\ al l o! t hea 18 Buchanan Production cna~anJ 

r equestlng that oxv USA b e appolnted deatvnated operator? 

Yes . 1 t La . 

Buc:banan Product.ton coepany .1s a Vlr;Uu.a partnenht.pt 

Yes, It to . 

Is 1t author1~ed t o do buaineaa 1n V1r;in1at 

"' 



• 

• 

• 

A. 

~ Q. 

3 A. 

4 Q. 

5 

II A . 

7 o. 
II 

8 

10 A . 

II Q. 

13 " . 

j . ' Q . 

15 

1& 

17 

18 A . 

19 o. 
20 

21 

Zl 

::!3 A. 

y o. 

, ••• lt 11 . 

on USA La a Delaware corporauoo. 

That la eor~ect . 

ta OIT USA authort~d to do buaineee ~ tbe CQwaon• 

weo.ltb? 

tea, 1~ 1a. 

Ie o:n r•qtstered wit.b the D>OCB and does lt have • 

bla.oket bond as a gas and oti operator on flle 1.D the 

couonveal t.b7 

Yes, it does . 

Is tbere an axbiblt J annexed to eaeh of tbeae epplica~ 

Yea. tbere 111 • 

And does £xhl.b1t J. at Paqe l. trtate aa a resolution of 

Buchanan Production Co•pany t.bat. on USA .18 delegated t.o 

act aa 1t11 agent in respects and are spelled out 1n that 

exhl.b1t? 

Yes , i t does . 

And 1s Sxhlbit J , Paqe 2. a eontrent exee•1t.ed by orr with 

r4t11ard to eec:.b of t.be un1 ta under coneidet"ation c:onaent

tnq to act as operator 1f the Board ehould aP~t 1t and 

t o f o llow Soares rules. regulations and code provieione? 

Yea , tt 1.8 . 

ln aCS~t lon to youraelf 10 your role &a Regulatory 

2S Hanover on bebal f of 8uc:hanan Producttoq CQIIPIIUJ, Who 

180 
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1 are tbe other ~wo Ol[Y uployeea tbat bave beu appo1Dte4 

2 to ao~ oa behalf of. Buc:hanaa Pro4uct~on1 

Glaa VanGolan, oenual Kana;er and 1C4rt1n 1 . Virth •• 

4 Land Kanaqu . 

s Q. OUi- V1th reqarl to all of these c~olidate4 aatten 

' 414 you yol&.l'sttlf pa.rt1dpate 1n prepar1Dq both the 

7 notices of bearing and the applic:ationa? 

8 A. YU, I clld . 

II Q. And cUd you s1qo each of the notices &~~4 the QIP11ca-

10 t10DII7 

11 A . 

12 Q . 

ll 

t• A. 

1$ Q. 

16 

llr o. 

.. .. . 
23 Q 

Yes, r cUd. 

And d.ld you s iqo eac.b of the noticee and eacb of tbe 

appllcatioue? 

Yes , I cUd . 

I s t.bere an ltxh1.D1t B or an uende4 and/or an\\ aaancSed 

£Xb1b1t B on file V1tb the BoarcS vith regard to each of 

tbese7 

Yea, than 1s . 

And to the extent that you bad addressee would tha~ be 

ctiaclosed 1D the Bxbtbit B with reqard to eacb of these 

UD.1t&7 

Yes, tt cSoea . 

And 1f you bad an address 1a 1t your teattaon~ that you 

uUed a copy o f both the notice and the appllcattoo bJ 

~rrtl fied oa1l , r~turn recelp~ requested •• required by 

lit 
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'I 

2 A. 

3 Q. 

.5 

6 A . 

7 Q. 

'8 A. 

9 o. 
10 

u A. 

12 Q . 

Q ,. . 

'~ 

IS Q . 

18 

,, 
18 A. 

19 Q . 

20 

21 

22 

Zl A. 

2.. o. 
2S A • 

tbe code to all fo~ for whoa you b&va ~•••••? 

That: Is correc:t . 

Then you kep t t"ec:ords with rega.td to eard.a that were 

returned signed And cards that eue back or •etten that 

cue back gns1qned1 

That is correct . 

.NlCS we eon deal wi th that on a unit by untt bada 1ater? 

Jl19tlt -

Were oouces pubUslled in a aewspaJlU vltb n;ard to each 

o f these appllcet1oba? 

Yes , it vas . 

All in the sue newcpaper'? 

n VB$. And the s ue d4y . The V1rq1Ala Hountai.De&r OD 

.JUly the z.na . 

Vlth regard to the newspaper notices bava you file~ 

c-er tificates o f publication tor each of tbeae uniu with 

Mr. ful=er •s o£tice? 

Yes , ve bave . 

AlleS w1t.b regard to ~aeh of the units have you fil•d 

PNofs of ma111nq wttb regard t o ao.1l1Dqa to tba reapondp 

ent s for whoa you·v~ had addresaes on eaeh of tb••• 

UllLt s? 

Yes , we !\ave. 

Vou•va filed that wttb Kr . FUlDer'• office? 

1\l(lh t . 

liD 
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In each of the.se unltiJ haa OXY leaaed or obtal.Dad leaaea 

2 of por.uons of the various tracts 1n thue several un1~a7 

l ~ . 

.. Q. 

Yea, theY have . 

And when OXY bas done that w!lat at'e the typical teraa of 

s thoae on leue• thot people b&l1e entered lDto wlth you 

6 a11 '1 

7 A. 

8 

II Q. 

10 A . 

11 Q. 

The teras of one dollar aJ2 acre at aJ2 one•ei;btb roJ'llltY 

for a five year tera. 

'l'he dollar an acre would be the bonue? 

'fbat•a correct . 

And wou.ld you rec~end to tbe Board that iD the event o 

11 forced pool1119 order would be entered with re;llrd to 

'' these unlta that those tenas be eabraced iD the ot'dar 

15 A . 

16 Q . 

11 

insofar as election optlone are 4fforded7 

That 1s correct , yea . 

Now, do each of these units under conalderatlon involve 

short bole ,production and bogefully eventilally perh~ 

16 gob production from the VP•6 aJ,ne? 

19 A . 

2l) Q . 

21 A. 

22 Q . 

ZJ A. 

24 o. 
2!> 

Soee of thea ore not .in VP .. 6 . 

Okay. soae are 1n VP•6 and so~• tre 1n what? 

VP-l . 

And one of them ls 1n VP·~. 

Okay·, well. we ' ll oet to that when we oot to tbe exhiblt 

ued -- we ' 11 be able to tell. Do they al.l .involve ellort 

191 
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• 
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8 

' 
8 

9 

10 

u 

12 

13 • •• 
IS 

16 

17 

Ill 

19 

~ 

21 

ll 

2l 

?.t 

Zi 

• 

A. 

o. 

A. 

o. 

"· 
o. 

"· 
o . 

A. 

o. 

A. 

o. 

bole productiona7 

They do. 

And ult1.JDatel·y 11ay involve, dependino on ~be pro;reae of 

ainino. oob ptoduct1on? 

Tbat ls correct. Ylla, air. 

Are all of these a;~;~UeationJI •ecle under OallwoocS n•ld 

~les u. wtllch eppl.ies specifically t.o a ctive Q@ and 

short hole? 

That • a cor-rect . 

And we ' re telktnc;r about. ~eases ancl producUoD fl'OII aeaa. 

below the Tiller dow eo tbe Pokey :1 . 

That i .e correct . 

~e flled an Bxh1b~t. K earlier today, wh1eb 1e eoatract 

approval abatroct wh.ich is a three way aonuent between 

Buchanan Production . leland creek corporation end OIT USA 

and does that have Ntlevance to these un!lta tnaofu there 

Dey be well bores on thell? 

Thot ta correct , yea . 

A.nct t o t.Jie utent tl\ere at-e sltb1blta e•a tbet abow e .-.n 
UsClt I('()Uld be pro1eeted to be used on these unite Call we 

.expect to ,;ee the c:.barc;re of 142, ~00 par well bore that 

ally b e used ? 

Ytis . 

o~~y . Now, w1tb reoard to tho flrat unit tekino tbea in 

order -- w& wottld b11 deolino wltb •-,o. t:tow, there baa 
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2 

l A. 

• Q. 

~ A. 

li o. 
7 A. 

8 

9 o. 

been an uended llxhUilt e t.Ued with ra;ar4 t.0 epplica• 

t1on Y-20 , is ~at c:orrec t7 

That 1a correct -

With rega~ to unit Y•20, do you w1ab to disa1aa anybody? 

Yeo . we do. 

And who wou1d that be7 

we wish to dlaaiea carl M~fee because ba baa ~ecuted a 

lease wit.h us . 

And he is the only person listed ander ~ct l on the 

10 aaended &xh1.bit 8, c:orrect? 

n , A. That i .e correct . 

12 Q- Do you wish to add IUJyboily to that? 

1'3 A. No . we do not • 

14 HR . EVANS: su. just before· we vo too •ucb further can you 

tS teU me on t.b~t amended Exbi!)lt 8, carey B. cook here, why 

I ll tber e • s a cUtferet~ee and wbot wos or1q111ally suli11itted os 

!1 far as percentages and whatnot goea? 

18 Kll. CHAIRMAN: :It chanqee all the way cSowu the colwm. 

19 Kll . GORDON : We received new title 'fOrk on tbe survey 1t•e1f 

20 wb1ch cbanqed 1't juet a little bit in Ube aareage 

21 poslt l on . And so we wont back and recalculated baaed on 

~ tbe new trac t a c reage . 

n MR . EVANS ; so t.hae resulted ln better 1.nfonetton? 

: .; Hll . GORDOtf! Set.te"r 1n"fot11et~ioo . That' e exact:l y t'iQb t:~ 

2S o. 1 Hr .. swartz. cont.lnUe8 . 1 There ~aa an .ae.rea;e different'• 

lU 
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2 A. 

3 

• 0 -

s 

8 

1 A. 

• o. 

tal , lt wun• t any lldd.itional fol.u? 

Right. llic;tbt . 'tt was just - n bad 11 .urvey error that

we found . 

Now 4 with re;ord t o aaUUIQ here you sent - w·1th rega.rd 

t o Carey B. cook ' s he~ra and ao .forth you aent • ootlce 

in care of sue Slkins. Dlel that come bac~? 

Yes . 1t dld co•e back . 

ls that the only maitinv that you sent on tb~e un1~ tbat 

s eue back? D.ld aU tbe rest of thea coae back a1vaed? 

10 

1l A . 

12 Q . 

13 

14 A . 

15 Q . 

16 

17 

18 

19 

10 :. . 

Zl 

22 

or the cards c011e beak a1;ned? 

Yea . They were all e1;ned . 

so at ·tb1s point the heirs of carey 8 . coolt, at leal't at 

the poJ.nt thU emended cxb1b1t. ~o~as filed. were UJ:llocate\U 

TltAt ' s right . And we have now fOWid thea. 

oltay. Alld we have now found them. ~1th reviU'd to art• a 

po$1t1on on behalf o f Buchanan ProdUc:t.10n thta Wl1t -- 1f 

you • ll turn t o Bxhllu t A, p.oge 2. Th1e b vlth regard to 

v-10, what is outsttutdlng that needs to be addreaaecl on 

the forced pooling opplicatlon? 

lillth tl\e nUlllbera that we allow on It.ea 4 , c·oal. i.Dtarut ie 

11 . 6681 percent , and o1l and gas interest la 19.~6 

percent and thot , o f course, changes ~lth the leaatbo of 

2:1 Hr . Hc Afe& • s intel'e•t . We nov would have a eoa.l 1ntereat 

2!5 Q . 

of 11. 2281 percent · 

outs tanding? 
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A. 

3 Q. 

O\ltatancUng . ADd the oll ano qu interest would be 

\IL82. 

Tbat•s afc.ar CUn1as1nq Nr . Hc:Afee7 Reaoving bta 

4 1nterest7 

s A. Tb6t'a correct . 

6 HJt . Ftrt.MER: Would you repeat those nwaflaral 

1 A . (Tbe witness conunues. t an the coal, 11.~281 . ADO I 

e just ran them real qulCk eo I hope they're accurate . OD 

9 

10 Q. 

" 
'2 A. 

13 Q • 

tbe otl and oaa interest is 18.82. 

And 1f you would turn to Blthlblt c for •e, su, d14 you 

prepare this exhlb11; v1th1n tbe laat a1xty cSaya7 

tee, :I cUd . 

I s 1t your best reasonable estimate as to the coat that 

would be tncurred on this unlt Y-20 with teOard to the 

tS lonqwall panel anown on tile subsequent exblbit'l 

'o A, 

t7 Q. 

18 A . 

19 Q . 

20 

21 .. . 

l2 o. 

That ts correct . Yes . 

How ~aony bor e holes are contuplatad ln l.xhibit. c1 

nto . 

one per p~nel of the two panels that -- vell. that would 

be oevelopaent 4 ano Develop•ent 5 insofar as thla unit.? 

Thot 1s correct . 

Turn 1nq to &llblblt c. Pave 1. there are actually three 

~ panels sn the unlt, correct? 

N A. 

2S (J • 

Thet 15 correct. 

And the poreentogea are reported? 

lU 
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' "· 
't ' 0· 

3 

4 

~ "· 
G Q. 

7 

8 

G A. 

10 Q. 

II 

12 A . 

13 Q • 

'leD . 

And w. bav• thB 4.-. eaet•at• ot 41lov&ble co•t by pAOel 

that we looked at W1t.h reoard to aoae of the foiU" ~mite 

that we've juat dealt with? 

Tl\at • a correct. 

And this reports 1D th1e Ul8t41U:e ~or untt Y•20 the 

portion or the coat for Developaent Panel 5 and Develop

aent panel 4 that would 'be att~ibutable to Y-~0? 

correct . 

For people to uae 1o deterDJnlng a partlc:1pation or 

carrted calculatlon? 

correct . 

And lf we turn to .!¥h1b1t G. tbe Sxb1b1t c; th4t w boant 

that has we've had ~o aaend , correct? 

IS A . correct. . 

•o Q . And the r eaaoll why we uended Cxb1b1t G c.a.n t auuae 11 

' ' once you cbanoo Exhibit B we had to change Ot 

111 A . correct. 

l 9 Q . so tt t racks and 18 conautent with the aaended axb1b1t 6 

~ that we have )uat dtac:ueaed? 

21 A . Yea . 

n Q. And thl& reports th~ percentage of each person who te a 

n r eopond• nt that they coUld uee in applying to the one-

Z& alolltl\ roya ltY or lo applytnv to c1eterDlne what tbt1r 

~ P 4i't1c1pauon or carried 1i'lteteet would bot 

lU 
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' A . COITQCt . 

l 

5 

Ia it yollr op1n1on t.ha~ tbe plan ot develoPtt•tst abcnm OJl 

&xJUbit G, Page 1 , whlch dl8cloaea the •lDlDV •ap in 

relation to th1e unit ia • ~eaaonable ••tbod to develop 

tbe cool bed •ethane estate of this unit? 

& A. 

7 Q. 

Yea . 

ADd ~f lt's developed along tbeae lines 1a it your 

a opUI.lon tba~ ~hl.a l a a •eADB to •~aize wute botb 

9 econoiiJ.c ancl pbya1cal anc1 protect the corr•U.Uve rt;bu 

10 of the people tn tb1s unit? 

H A . Yes, it. is . 

12 KR . SWAR~ : 7bat •a all I have on Y-20 unless you ell bave 

I) so11e question& • 

14 HR. CHAIRMAN: Kr . Hasan? 

15 "R· HASOii : This Sxh1b1t G volll4 cbanve furtber t.be change on 

111 He- . Hc:Atee7 

11 H.R. SWART: : tlo. 

16 H'R. • GORDON : No • 

t9 KJ'I . MASON 1 No, 1 t veld not1 It will tea&111 the aue? 

4'Q loG\ . SVAl\Tl : The only dtfference would be tbat he '-auld 

~sappear from it, but the nUAbera of tbe people reaein

tno would re1101n the sue. 

HR . ~SON; Well , that•a my point . NUaber 2 vould be further 

ac~ded by 1uat tbis deletion . 

HR . SWAR'i"'Z : Yea . u we "' : re to c1o that be would d..happear, 

\91 
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1 but. Ule nuabera of the other people would be the aura • • 

·2 they are rl;l'lt -oow . 

':J KR . NASON : No ot:ber questions . 

~ ' o. 
5 

6 

1 A. 

8 Q. 

9 A. 

10 

" 
12 

13 o. 
,. 
15 IL 

16 () . 

I ~ 

18 A. 

19 () . 

31 

21 

22 A. 

Z) Q. 

2• 

~ A . 

(Kr. sv~~rtz continues . ) T-1~ u t.be nut one, t bell•ve, 

v1Ucb .is Docket 6 . Itt . GOrdon, do you dU1re to d1oiaa 

any respondent t oday vitb Teqard to T•15? 

NQ, ve do not . 

o.o you wish to add someone' s nue? 

~· do need to aake a aot1on before the Bo~d t:bat ve have 

h•d one o! the lleedy be1ra coae fo.rvard and contaat. us 

and we are currently in touch vit:b her . Her nue S.a 

Nancy COliC . 

And the Reedy betra a..re Uated as the f ilth Q'tOUp ot 

folks under Tract 2 on Exbibit 87 

Correct . 

And up unul the t1111e t:bat t-rucy cox contaetect rou 7011 

did not ltnov t:beir addren or Jmov bow t o reoch tho? 

That ls correc t . 

Al so. wltb rec;ard to t:be Ann HcGlo~l1n be1rs I tbink we 

c;ot a letter -- or was that soaeone else? Are t be Ann 

McOlo tl'llln he\rs stlll lmkftO)m as far aa you know? 

Yes . t:bQY ore . 

Did you mail cards to everyone al'lovp on S.h1btt B that 

you ha~ on address for? 

Yea . we cUd . 

l tl 
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1 Q . 

2 

J A. 

4 Q. 

~ 

I 

1 A. 

I Q . 

9 

10 A . 

,, Q . 

12 

1:1 

,.. ,. . 
1$ Q . 

111 

11 A . 

18 Q . 

ID 

20 

21 

"D A. 

Zl o. 

And d..ld all those p41opla that yoU aUlecS to e1vn for the 

aau clld you 11et the return receipt badl.'? 

'fea. we did. 

Now, on th1s un1t . If you wUl turn to A, PaGe 2, ul\ 

lU.t focu.a on the interests that are outatan1Un9 that 

need to forced pooled. 

Okay . 

This shows that 100 percent of the coal 1Dte.re•t ia 

luted , is that co~ect'l 

That is correct . 

so the only outstandin'll interest we need to deal with ~· 

tbfl oU a.nd vas 1nte.reat and what 1 a outatand1n9 that 

n~eda to be addressed by tbts pool1DG aPPl1cat1on . 

19 . 36 percent 1s outatand1D9 oo the oll and gaa . 

TUrnlnQ to &xhlblt c. Did you prepare the Bxhtb1t e 

wnh1.n the la.at a1XtY days? 

Yes. t cSld . 

t a th~ Sll8 , 7 s o abo~ there in your opinion a reaeonable 

eatlaate ot the coat to be incurred to proceed v1th tbe 

developaent conte~lated by the plan 8bowin9 oo Bxh1bit 

G, Paqe 1? 

Tbat t a ~orrect . 

HOW 11any bore h o le !eec ore cooteaplated? 

'J'«) . 

~d tne bore hole tees would coae from axhlbit ~ . -hieh 

l9ll 
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' 
'l A. 

3 Q . 

•• 
6 .... 

6 Q. 

., ,. . 
e Q. 

9 

10 ... . 

11 Q. 

~~ 

1) ... . 

,. Q . 

IS 

14 A . 

17 0 -

14 

19 

20 

2) A. 

2'l o. 
%1 

l4 

015 A . 

baa been 1Dtroduced pr1or? 

rn. 
The unit T-15 bu porttona o! two lonvwall P!UiaU in it 

vben ve look at £Xh1b1t G, Page 1, correct? 

C(lfT8Ct . 

Are these propoeed unttll' or propoud pane.la? 

Yea. They are proposed panel.a • 

The reuon I asked, there • a no aininv abown. No aa1rul. 

No eDtr1ea . 

tuvbt . 

on sxbiblt G, Page 2, ve bave your eatiaate or allowable 

coat by panel . Is this soaetlUn9 you prepared? 

YeJS. , lt 18' . 

And this addresoea all o! the uoitJI that are tnter11e~d 

by panels 12 and 13, correct? 

correct. 

And seta. forth the cost incurred 1n the various anita 

t o tals and then atteii!Pta to allocate th- to tbe various 

unlts , 1n th~• case , the one we•re 1ntereated 1a T-1~. 

correct? 

Correct . 

And you woUld use t.h1S to calculate wbet the eontrUIUtlon 

o n behalf of aoaeone who wanted to participate 111 T- 15 

would he? 

correct . 

zoo 



• 

• 

• 

1 0-

2 A. 

3 0 · 

And ~t· a r e por ted f or both poaela, 11 1t not' 

It 1AI . 

Oltay. And t hea lxhl.bu c;, Pave 3, would ahcnt the 

• interest of each person who 1s a respondent aa a ~ 

5 eeatage tbat t.he y volll.d use to ealeulat.e theU p&r'U.c1pa-

o Uoa, what their e&rrled ol:IU.;auon would be or by 

r IIU.ltiplyt.ng it by one aigbtb, Wbat thelr ahare of a.DY 

8 royalty would be? 

That • a eorr ec:t. 9 A. 

10 o. 

" 

,ts 1t your vtew that the plan wMcb u cUeeloeed oa 

~1bit G, Page t . is a reasonable •athod to develop tba 

12 coal bed methane in and with undar Utlit '1'-ts? 

'tea . t t la . tJ A • 

.~ 0 · And 1! tmplemented this proposed pl an would contribute to 

15 the proteeuoa of correl ative rights ud would t.ud t.o 

16 lessen the lllteltbood ot bo tb pb'IS1cal waete a.ncl eeonoai-

17 c:al waste . Is that alao your opinion? 

18 A . Yu. it 15 . 

19 H:R. CHAIRJ(AJJ : Hr . Gordon , vhy vould you need to put. t.vo valle 

~ ln an 4rea vhero you don't hove any •1n1DQ planned? 

21 "hat's t he nec:eosity tor the Dare than one wall in an 

Z2 e1qbty acre unit? 

2:1 KIL COlU>ON: Thts is a mine plan of Island creu and wa are 

24 not reol aur a w.bere they are voiog t.o put tho•• wella .. , 

25 aut thCly lla.ve been t-o.l~1nCJ 1:,0 us ahou~ 'SNU.iDCJ ao~ ,..,u • 

201 
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' .1n tlle panels 4tld so tbe.r• c ould very eul.lY be a well 1n 

2 each ot t hese panels in tb1a unit. If there lan't one 

3 tbere then that ch.u·oe w"ill not. be in there whu it 

..c aet11ally bits joint interest or ec:eountiQg books . 

& KR . CHAXRHAN ! I ' D Oetting a ore at the neeeaa1t1ea for aori 

& tb41'1 one well in a uQlt: given by the •1n• ple? 

1 HR . GORDON : Tb1a is one well per panel per unit 1a the 

11 tbeory that ttlia va.a created off of . 

9 · MR.. OIAI'RHAN : aut. d1dn • t you say they d1dn • t cont•plete AllY 

tO a1.ni.ng 1n this pane-J.? 

II MIL GORDON : No. They do c:onteaplate mining. 

12 KJI . OtJURHAN : t mean in tbu unit? 

13 HIL GORDON : Yes • 

~~ Hlt· CI'DURMAN : I'll s orry. t auat bave aiaunderstoocl you . I 

t5 thought you said that they 11111 not c:onta.plate any ~l.DO 

tO in tb1& unit . 

1 1 KR , SliAA't~ : No . 

111 HR. CHAIRMAN ~ I just. want t o get it clarified, bec:auae t 

19 thought I beard you say that there waa no a1Dlng eoatea-

20 plated . 

~· ~ GORDON : ~ere 18 none right now. It 1s eont-.plated. lt 

22 is i n t he 11ino p14fl t o mine t.hl• out . 

Zl ~ - t:VANS: Let me aak you this, tcr. Gordon . on 1Xb1b1t G, 

~ Page 1 , ther e are r~ctanglee , two of tbea, 1abele4 VP-

~ s , BH12-D and 13-D, what do those rec:tanolea repreaeott 

:zo~ 
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KR. CORDOlf: 'l'bou! are projec ted panel• 1n ehet coal aau. 

: KR . EVANS ; Wbo d.ld you oat that inforaaUon fro8 that oaWied 

3 you to put it on lxhlb1t G, Poga 11 

' KR. CORDON ; Thu .u inforaation that we have reeelvaci fro. 

5 I a land croe.k based o.n their ain.e operation plana. 

& KR . EVANS : sut these are future pla.ns1 

1 HR . CORDON : Ye5. it 18. 

a HR. EVANS : There • s oo ain..lno in e:x..ts~ce 1D thus panel.e u 

t and 1 l rlgbt: now? 

tO KR . GORDON : R1Qbt now? No> . No. But they Are dr1ViDV 

11 ent..ryvaya . 

t:! KR . £\TANS ; TO \}et there? 

tl KR. GORDON: Yes . 

14 Q. (Hr . Slfort:: contlnUea . ) ADd lf you aalcl there ••• no 

tS ain1.ng conte.raplat.ed ln T-1! 1n the sense that 1t wun•t 

t6 qo lno to happen ever, ~ you aean to say tbatl 

17 A . 

18 Q . 

HI A . 

No, 1 did not . 

And vas lt 1naccurate and incorTect? 

It was lnacc:uratc a.nd lneorToct... 

~ KR. SWARTZ : I have nothlng rurt~er on T-15 . We want to go to 

21 s-u? 

22 KR . CH.URKAN : Any other qut"at1onal' 

lJ HR. EVANS; I <lo have one question . There a.re no bole• 

:4 c un "t" nt ly euating Jn thia - -

a KR. SWAil1'2. : II. \Qht . 

~OJ 



• 

• 

• 

1 HR . £VMS: -- but aa I unc1entan4 lt Uland creell .b ;oin; 

2 to put tvo WHa and as soon u they do you vUl convert 

3 thea t.o CBK&? 

4 HJL GORDON : 'there • a no welle &:Wed ll1 ettbez: of tbue 

s panels yet . 

6 KR. SWARTZ : Vell , what I'D going --

7 HR . EVANS: TVo that are proposed. or leutw.iee the costa 

a are alloe.ated for . Normal costs . so I ' D uauainq that 

9 1 t that • 8 the ease there •a gotng to be two atuclt 1n 

to here, I 'd lilt.e to know at.nce there's not baen nov, are 

n they going to be drUle.d aa VIIBB and thaD conve.rte47 or 
12 are you going to drill thea as c::aNs initially and th&D 

l3 hook thea up as short holes? 

14 KR . SWAaT%: Steve , are you still bare? 

!5 HR . SRBRDING : Ye.s . 

ts KR . SVART'Z : coae on up here . Kr . svana bas a question on 

l7 

18 

19 

'20 

21 

22 

Zl 

24. 

45 

T-15 . These are ay plana- out.. There's no aio.ing ahow, 

at leltat on tbis that you have reached 1t vitb develop

Dent . His quest.1on is, s aa •s n\lllbers tnclud.e tbe 

pot~a1blUtY of twa holes 1n eaeb -- one would be in Panel 

1:! a nd one .in 13. and be • a ollocaUng that to 'l'-15 . :t 

think -- actually you got two -- tbe currant queat10~ on 

tbe table 'Which I v11 1 go vith Urat see•• to ae would 

be , who is going to drill tboae? Is Island cree~ going 

t o drill thoue &8 WHs? .Are tt)ey qo1nq to produee -- are 



• they go1nq t o vent a s IJVH.s for some perlod of time? 

2 What 's the ~cenarlo? 

3 )(R . BREEDING: I t hi.nY. We p l anned it ~ a t that particular 

~ po1nt ~n ttme we probably planned to go strictly vich 

s coal bed me tba·oe wells and not. even ;o tbe VVH conversion 

6 r oute . We ' d l ike to qet away from a dupl~cation o~ 

1 penut.t1Jlg . Why pet'llit i t a.s a WH and then turn around 

e and do a convers1on peralt. a.s coal bed methane . 

9 KR . avAilS : L.et me ask you this. Wbo i:s qolno to drlll them? 

tO Ktl • .B~BDDIC : ISland creek. 

t1 Kk. EVANS : .Island Creek plan..s t o drill them and penut them 

12 under I sland creek? 

~3 HiL BREE!ITNG : Yes • • t4 HR. WlRTR : We' re s ubcontractor for OXY OSA . 

ti Hit - EVNIS : Are wt> g oillg co s e e another set o f documents ella~ 

tG show the Buchanan Produc~1on or OXY USA or somebody else 

f7 ends up ~e1nq tll~ owaer? If you perm.i r lt as CVH you ' ve 

•a qot on~ e~gbty acr e ~t - You indicate here that you ' re 

19! go•ng to have~-

20 Hl;t SWAR"'Z! No. ! f we pe r;,i t 1.t ao a CVH under Oillofood 2 we 

z, can r.:~ec. one wel l per panel per un1 t so we can have two . 

'Z2 Wrt . tvANS : r guess what I ' 111 say.l..ng is those panel·s aren '1:. 

Zl t.her~ 't'et.. 

2~ fCR . 5\fAPSZ ~ 'in ere are -- 1 f you Ctle tbem as -- no . 'l'tlio :ts 

25 Cl\' opin l ao .and th1 s 1H t;he way we are headed. I think 

• 
20!» 
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2 

:1 

4 

s 

6 

7 

a 

9 

10 

n 

1~ 

13 

" 
15 

18 

17 

18 

19 

20 

~bet St6V• !o t ell1nO you ia we would like to be dr11l1ao 

CVM oils ~ aavanclve alnln~ and 4egaBin9 an6 f~aekinv a~ 

ao11e point. Whether we fraclt tbu or not is tn debate, 

but qet thia ddlUno out in frc.nt of tbe aln1n~ eoae 

d.istuce . \fe • re lund of reac;Ung upqn it rtvht nov and 

we're trying to plan ahead a little bit . tf wa peralt 

this total in advance of a1n1Do ·and ~ vo for two vella 

ay view 111 if we tender- a aine plan that ah~ what 

you're looktng at here, B~1b1t G, Page 1 . we are 

projecting 1111nJ.no, these two pane:la. We would pnawael)ly 

be aay:inv t.bAt tbe 111ine plan d1ct:aua tbrae to Uve VVHs 

"e.r panel and 1f ~ do indeed w.ind ~ with one per panel 

in this unit ve will be talt.ing the position. tllat• • it ' s 

aine plan drlven and under the statute entltl&d -· ao I 

quess -- you•re ask~Q a real good question and you are 

right . But lf you super1epoae a eine plan on it then 

YOtl have an ability to have aore than oae V$l.l per panel 

and under the oakwood Rules n I believe w , in oeneral, 

hove tn place a rule to get one per panel and you c:oul4 

have t wo in theory . 

ll .. R. EVANS: - see what you • ~e t -tYiD9 to get lit . MJ ol\ly 

22 questt on is can we -- ~ nee~ you to tell ae juat exactly 

~ what you told 111e as to the rationale of why we could do 

'" tl\h 1.n tt\11!1 fJtoje<:Uon as oppo,aed to panela already 11\ 

2S Pl liCe? 

Z06 
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HR. SWMTl : When ue t.heae wella go1nv eo be drilled 1n ue 

~ ~nino process, steve? 

3 HR . BREEDING: I don't bave any particul&r - ve do bava 

• projections . 

5 tcfR. Sll'Allft: Ho . :t don't. aean a date. aut juat iP ter.. ot 

e the sequence of Mhet: ' a ootno on, l: aean. bow doae are 

1 the enttles ;o~b9 to be --

11 Kll. GOJU>ON : Wbere are Me noM, Steve. as far as W5 a.nd 

g coatng !rom -.here to .. here? ·Hen. far 4'!fllY are we year-

tO MiJie? 

11 MR . BREEDING: ~ell , ve' r:e down 1n t.be Uut puol . See 52871 

12 Tbe fac e ~t ~e mine is down belo-. that . south of that 

1:1 

,. 
parucular ere a . so When \Ia stan ill that: nut peel. 

very soon . 

~~ KR. SWARTZ: W~1Ch 1$ the 10•8 panel? 

'' fo(R . 8JUIEDING : The 10-a panel , so those two puttcul.ar panels 

t7 a.n probably -- r w1.ll guen and say ailt to nina mcmtha 

ts .1n advance . ~rob4bly V1th1n the next. aile to nine acmthll 

19 the ac tual s ite construction and drill1D9 will start t:o 

~ take p1e~e in those pan~a . 

' ' HR . SWAJna : \fbet vUl be the fir.st kind of production that 

n cOAu -- l e t • a assUIIe that. tben winds llP be1no a ttell in 

~ u -o and wtt.bln T-U . I a 1 t ;otn; to abort• hole p.ro4uc-

2" ttOl\ , tile f1rs t _produc:t1on -· 

~ KR . BR&BDINC: Ve5 . Short•hole production W1ll be the firat 
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productlon to co•e out o f that . Any vant1latioa or 

vertical ve.nttlaUon or CVH aa per-.itt.ed, the producUon 

would not start unttl 1t was ac~&lly undera1Dad and 

••Ybe a day or two past the unc2era1Ded data . Ve would 

not ge t any production out of particular gob well . All 

e the production would be abort-bole production L 

7 HR . INAAS: lJ1 other words , the aininq u ao cloee that 

e you • re not going to do advanced de-vu "ertic&l? 

9 MR . 8UBD~G : We c1on' t have any plana for that at pre•ant. I 

10 thi.nlt UJ order to look at that you have to be two, three, 

11 four yea.ra out in advance here and I 

12 KR . tvANS : That's what I waa just aayioo tbat 1( tba •tntng 

13 d 1 t • .s s 1lc to nine 11ontba ~ay 1n tbeae tl«> panala 1 t 

14 doesn ' t-- you are not going to have any 

1.5 KR . BRS&DING : The cost of fraclt.ino woul4 not be recovered by 

18 the additional degaa1UcatJ.on . 

17 KR . &VANS: Okay . 

18 KR . HCCLOTHL.Ith Hr . Cbau•an? 

19 HR . CMA:t~ : Hr . HcGlothl in? 

20 KR . MCGLOTHLIN : Aro you throUQh, ~en? 

21 HR . SVANS : Yes . 

22 KR . HCGL07HLIN: Okay . I understand the bore bole fee and all 

Zl o ( that . You • ve Qot walla that are alread,y 11'1 place . 

:~ N~ you• ve go t a future well tbat you're talking about 

~ and you've qot e t1xed coat or eat1aate allowable coat 

QOI 
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i here, 318,7~0 for tWo wells. 

a HR . SWARTZ : R1Qbt . 

!I HR . KCG.LOTHL.IN : ·okay . Not knowing what it's going to coat 

a you to dr1l1 those two wells are we QOlo; to ••• you 

5 eoaing back and aaytng, • Hey, wait a atnute . It coat 

e aore tban tbls . ve ara votng to have to have •ora costa . • 

T HR . SWAJlTZ ; Well, the w-y th1.s work.a -- and t tblnk you• re 

a aaki~o kind of a leOal question -- 1f we don't ~et eno~gh 

v •oney -- if aoaebody participates in tbia unit at 308 --

to well . 1t ' S not that at.ple. But if aoaehody participates 

'' 1n tb1s unn. -- 1f you do the •lUI· U you talte G, Pave 

t2 ~ . fiqure out what tbey have oot to eoae up with and 

13 apply the perc:entaoe and it turns out that that. n\lllbar 

I. was t oo l oll. wbleb l t.hink 18 "'bare you're be.aded . Well, 

15 they ' re in the unit ae a partner. It it tutns out to be 

111 another numl)or we• re not coalnq back to you . we• re 

,, aendtno tbe~ a b i l l . An4 if they ' re not happy ~tb it 

18 I 
19 

they ~ay come back to you . But I •aan, we don't -· .aa 

the order is drafte4 to bec:oae a part~eipant 1n tbia unit 

you. nee4 to coaa U'P wlth your abare of 

coat t 1xed by the B<lal"d 1n the order. 

the reaaonable 
-. lt 1t turns out 

n t bot they' r e lees we rebate . Ve dOn' t cODe to you to dQ 

~ thot . And lf lt tQtns out tbet there are •ore their 

?-4 c llent QoU c:barq41d for tt . 

2S ~JL KI!SOI'I r l sn ' ~ 1t true , Hr. S)fan:. that tbJa wall i• one 
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of the ones under that aaalvua•nt of bore bole 1Dtereat? 

2 tOt . SWARTZ : Riobt. so they• re catchiftv a buve break on thla 

3 ece.norio here. 

4 HR . KASON r lliobt . But acc:ordiiiQ to tbat U you follow that 

s scenario 1f the drtllt.nq costa of tbia -11 la b1ober 

1 than a.ntic1pated thet•a I s land creek'• probleat 

7 MR . SlfART't : Ri9ht . 

1 NR. MCGLOTHLIN : And t.be.re "fOD • t be any additional cb&ro•• 

9 t.hrolofll bae~ 1nto tl'llB --

10 tm. SWARTZ : well. except you could. overrun on title . There 

11 are charges here --

t1 HR . HASON : I lintle'rStand th.at:. BUt I'ID talUJlg about - ttevln 

1~ asked about bore bole cost.s • 

14 HR . sWART% : No , that's flxed . Tbat•s 142 ,500 . 

IS .a~ . loOISOil : Tbo'e ~hcod by contract . SO if ll well coats 

•6 s -oo,ooo instead ot s~oo ,ooo to drill I s land Creek baa 

t7 oot to PiiY the d1 fferen~? ... 
II KR . SWARTZ : 7hJ.s is the perfect vtUiple of 111b7 th1a 1s so 

•9 !a~r . Bec•ose it we went out and drilled these tbia 

~ 1s e pe rfec t example , because 1f we '"-llt out. and drilled 

'11 these t:"fo wells today we • d be loo)Unq lot' rou;bly 

~ s•so.ooo lnsteod of s2a~ .ooo in bore bole coats . t •••n, 

23 you qo t to locK lit 1 t overall. 

2• HP . MASON: t unde~stand . But that ' s ey po1nt exact :y . r n 

~ o~her words you ' re eaylnq that if thore are edd1t1anel 
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costs, but only it the coste relate to •oa•thiD9 oth.er 

2 than dr1nuo coau . 

3 Ka. SWARTZ ; ll1Qbt. 

~ HR . MASON : The drU11nQ coat ia Ux.eiS by controct. So whet 

5 you • re sayinq 18 Island Cl"eelt has a~Jreed in uc:hange for 

e bav1n; the fixed price per bore bol'tl will eaauae eny 

1 rlak relaUn; to the add1Uonal dril.l.ing coata7 

a ·MR . SWARTZ: And they' re ;oi.Dg to p.ay aore. You can't drill. a 

9 well 'for that . 

10 t(R . MCGLOTHLIN ! f )usc have one 1110re quution. I ke&p 

11 noticinq noth1nQ under e~~eqt. 

12 H.R. SWAllTZ : Oh, you mean Hie aurlace eqUipme~~t: at~d eo fcrnb . 

13 Ka . Moct01'HLDI : Ye.s • 

" HR. SWARTZ = su, you want to coJDent on that? 

15 HR . GORDOn : All tbe surfoc:e equ1PIIent ia owned by Oakwood 

16 Gath.erUlQ . we wJll own no equipent on those location. 

r: HR . SWARTZ; Tbat' e Why. 

18 HR . MABON: t have a tollo-up queat:ton on tbat, pleue. 

19 H1L c:HAIP.HAN : Hr . Mason? 

20 ~ . MASON: ~s ,tJlere qoi.nq to be any c:ba..'"Qe troll o.abood 

21 Gatber1nq to tbe par~erabip for tbe use of tbat: equ~-

22 l:li!ht ~ 

~ ~~ - SWARTZ ~ Mot to the partQersb1p . 

'~ HI\ . MASON: Not to tbe partnenblp? 

25 HR. SWAJI'n : Well. e~utent1elly, &t'll be • tariff • 



• 1 Hll . HABUN: t~· s e lu.nc:tlon o f prtce paye4 for the ou1 t: 

2 ouesa . 

l KR . SWARTZ: No . oa~ocS Cathertno dou oot buy .a•. lt 

4 coJ!Preu""s and Q"Bthers gas aud o e ta .l t to • j\lrUdlcuon-

s ~~~ pipeline ul t111ately . And t.here wi.l.l be so•• c:har;e 

s assoe1a~ed with tbat, which will f1Dd~ta way back. 

7 HR . HAStlN : Okay . .8\1~ that Vill be au operatinca coat? 

e .m. ~n: 't'bat•s correct. 

l KR. ICIRl'B: Yes . 

to MR . HASOH : so to that. extent tbe.n oy cOQPlaint about cap1tal 

11 costs bas been flipped around bere to ldlere you•re taking 

12 •at ord.lnarlly would be a capitlll cost becauae this 

t) stuff 18 o~ea by ouwoou Gat:berioq ll.lld wUl be treated • t• as an ope ratlng cost , 1s tbat correct? 

ts KJL SWARTZ. : Well . tt •s a e ap1t&l cost to oakwood Gather1oq. 

t6 but it becoaes an operating cost because of tbe way it•a 

17 booked t o this enterpr ise. 

re · HP. • .HASON : wh et. r ' 1:1 t.ryitlq t o establlsb is that the way you 

19 all bave dooe t hts. even t.houoh I atgbt bave saae diffi-

20 culty vltb o11e s i de of a. you to effect bave cU.a1niahea 

21 the ClJIIou.n t of upfro.n t co;t thDt a person would have to 

.~ put up t o participate by having tbLG -- the way you've 

23 struc ted t.bl.!l fl'OJII an equlpaent point of vtev you have 

~ rendered ·an opera t 1ng cost ~bat DiQbt ot.herw1ae be a 

·~ caplt4l cost and tbe~eby reduce the a.oun~ tbec • ~ereon 
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would nave ;o pa~ up to pa~clpate . 

2 KR . SWM1'Z:; correct . t: mean, that'• tnse . Tb"!nn an aoae 

3 reasons for tbat. that- are -- otbes: than that, bu~, you 

4 Jmov . 

s 

IS 

KR . MABON: 

KR. SVAAU: 

\fell, 1 wder~ttand th•t· But the pol.Dt i .a -

- that are busineu oriented dec1a1ou that 

7 caused us to do 1~ tbat ,-ay. va do not want pardc1pant~s 

a in wells owning parts of oathertnv aystaaa. 

9 HR . tDUION : I understand all of tbat . But the aUeet, though, 

tO on a person wbo elected to partioipete, a person against 

II NbOII 

12 .m. ~R'l'Z : Kinimt:e the f1rat. 

t3 t{R . MASON : - chere 1a o forced poollnQ ord$r entered . The 

14 effect to that 10. t o red\lc:e the uount of money that. they 

IS would have t o P•V up ~Tont . 

t& HR . SWI\RTZ : R.iQb t . 

11 Hl\ . HASOil: Alld tbl\t ls fau· to tbu? 

18 KR . SWART! : Well , i t' a an advantage t o thea under those 

19 c trcumstaoces, correct . 

31 HA. MASON; And also thore ' s ab advantaoa in tbia other tbi.nQ 

ott 1n t he s ense that. there' 11 no r 1slt to the:~~ for di."Ul1119 

22 eosts . 

Zl 

2~ 

25 

Hll. . swAlln , 

yea . 

KR. MASON: 

It is a c:ap on the coa t of dr1111nQ t.be hole, 

It ~Ul not. ~ceed 142,500. 

&xoc:tly. so the a c tual rtst of an overtun in coat 

l!ll 
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and such has been a~rtsWae<l by Idand creak t.hrougb t.hia 

COl\ tr a C t.'l 

'l H.R . SWARTZ ; And. tranltly , looking ac this Ullic wbo ltnovw 

• 'fhether or noc t.her~ ls actually ooing to be tvo bare 

s holes on that. 

e KIL BUEDING : When ~u qet dc»m co the point of actual alta 

' loc&t1oo it: II&Y be to one aide o.r the other . tt •ar be 

8 very near thac one by our Ut.iUal pl.an . 

9 MR . OfAillHAN : ODe thlng tllat I jua·t 'f411ted to iUa~a end 

10 obviously 1t • s thJ.a bunne&a of WH Vet:IJUS CVM. If you 

11 have a ll.ine develoPtDent plan already out wiu clrlll ~ 

12 .al~<eady out there .... 

13 HR . SllAllDtNG: SXUt1DIJ cSrilled VVHS? 

,. KR . cmu;u4AN : -- extst1ng drilled VVlls. 1 think that•• one 

IS th.lllq to call it a VVH and then later decide to convert 

16 1 t . When you • re p llUlnlJlQ advanced vork - a.nd t thin) 

11 the re •" a retal ques uon about the .,erabsab1lity of 

18 d.rlllln; as VVH and converting to CBK because there• a a 

•9 dJ.st1.nct difference. 1n not~ce requlr"Uienta and otbu 

20 )d.nds o f thlngs. And that 1 s why t probe that laaue 

21 often . both on the tequlatory side and tbe Board aide, 

U because I thinlt somtnthere we • ve qot t .o draw the line and 

2J say wb1m you do 1t th1s 'Nay it'& th.ia and vben you do 1t 

2~ that vay lt's tbat and Q&~ everybody on the ea.e --. 

'25 foil!. WUlT}t ~ &ul~lllly, hlisl'ld creelt baa a lot of c:ontncta t.n 
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Pl ac:e and Qbl1;attooe w1 t!l t.he aurface cnme.ta an.d otlla.r 

Foople a.nd thtty'va Alre.ady paJd for th• •JU• t.h ... alvae . 

lt. would be very unec:onoa1cal for OXY U&A t o vo out there 

end pay the aaae thinQ and peratt 1.t u CBM. What wil 

have done and we•re trytnq to reec:b a~oat a c:uto ff 

po1nt . 1'bere will be a cutoff J>01nt here pretty aoan . 

Tbey•v·e .a l ready ; o t tbea plaDoe4. 1'hey•ve aay b.ave voae 

t.o Barry • a shop and alrudy qot a pu.lt. ancS aayicq, 

"lle' re planr\ing to .do t.btso 1.0 t.be next nine acmt.ba. • 

Af ter this now aa we did we• re oo1nv to turn aroWid and: 

say. •well , let • s pero1t the:sa u cmt -.la UP f.roor. . • 

And we do plan to do that IUld "Ialand creu bu al.raecly 

poatecS bonds and everything. 

'" HR . BRF"£DING: Ultaatal.y1 that"' a Ule way we need to qo. .tust 

IS fro:a a c:o~Don sense aten@o.int . Wby d.uplic:at.e your 

16 permit tlng 1f one particular pet'JI1ttlnll type ac:c~Uabee 

17 all phases . rroD our standpoint we ' ll go sttuob t with 

18 CB.lts a s s oon os we c an pbaae 1nto tt . As Harty pointed 

1'l out we do have contractual obliljlations w1 tb aoae property 

20 owner's , 'lfe have WH aqreuents that we have to e•erciae 

21 tlne1er that, convert over . BUt eventually we "111 qo 

~ strfti9ht CBH . 

Z1 HR . MASON ! Hr . Cha1roan7 

;<~ k;R. CllAI~; Kr . K4SOD'? 

25 lfP . HASD~• wu tne 12ddJ t,!Dn or- ~· 4r11Ung or propo••4 



• I 4rtlhnqof edduional weUa per walt at the n'l'l .. t o! 

z the aloe oper!l.t.ol"'7 

3 KR . GORDON: Yes, it iS. 

• KR . SWARTZ : Tha~•s 1t tor 11e on T-15 Wlleaa you al,l have 

6 any~1nq else on 'i'-15 . 

6 KR . HCOl.OTRL.lN : 1 • ve qot a f ollow-up - ohout ten ainu tea 

7 aqo . s1nce I opened up a can of wonu with tbie equip-

a JBent - on your .previous wella, is that going to .affec t 

9 the way t.bey' re set up'l' or 1s tbat: the eCJUipaent an the 

10 CBH that O·XY c1rUlecl? 

II KB . SWAAT% : No . 

12 HR . vtln'H : tlo . The ones tbat OX'I drilled were wader dif-

tl ferent Ueid rules . Tbey were probably a pr~il • t4 frac~uring tbat yoU wlll have all this equlpaent. 

IS .m. HCct.OTHLDI: 1 llOderstand tbet: . When you cue out and 

t& sud t.bat t.be qatb.e.rtnq company wa.s qo1ng to own t.be 

17 e qu1pment. 

•a HR . W1P.Tif ; Tbat has always bee.n consistent . 

•9 Ki\ . SWAATZ : There were no co11pressora or floN Unee on tboae 

~ pr1or ones, Harty, ~B I recall . 

2t HR . W'IRTH : Tbllt 18 CO·rreet. 

zz Hit . HCc;LOTHUN : on your 1 inaudible .1 you had soae. 

Zl K'A , W1RTH: No , tbftt was PGP . That ' s ~e difteronce between 

2• ou: appllearlon and theirs . 

~ MR MCGLOTHLIN : 1 Will atand corrected When I --

• 
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1 Hit. VlR'nl : Now , you ' ll b•v• a lOQ1c eoa~l -- you algbt ••• 

2 that, but tbat •a not a cQ11Prea•or. ~at • a safety at~. 

3 HR . MASON: Nona of these I.Ullta a~e to be tracked, are they? 

4 HR . vnTH: The onea we're ta11t1no about now? 

5 HR. MASON: Yea . 

& HR. WlllTH : t have no plana at this uae. u .• a too cloae to 

7 active aine workS. 

II HR . MASON : NO PUIIIP8 vUl be placed on t.b-? 

9 HR . VXRTH : NO, eir . 

10 

11 

12 

I) 

KR . SVAR'I't : 

HR . VXRTR : 

HR. HASOtJ: 

HR . VXR'l'K: 

I" Hlt . MASON 

IS HR . VI:IITH: 

Well 1 DOW, wajt a D1nUte, 

Wben you say PUIIP - CQ11Preaaora or ~~~? 

No . T'D taJk1n; about lifting puapa -

Tbot'a rt.ollt . 

-- and tubing . Stuff llke that. 

There tdll be t"ub1no casing type thtnga . 

t8 tCR . NASON : But v tll r.hat all belong to Island Creek? 

17 HR . BRE&DniG : That'll be '!filter pl'Oteet1on acreena . 'tbey wUl 

tO be prlmar~ly open holes . 

·~ HR . MASON ! 1 understand that . You 're talking about tubing -

~ HR . BRS&DlHG • You are talking about tUbing to dewater -- no. 

21 HR. wrRTH : The tubing ve•re talkjng about coaea up froa tbe 

~ short-bole gee and then c~ee up to the bore. 

n HR . FULHSR : We ' re talking about twa tbtnoa here. One 1n 

~ abort hole oaa end eventually gob o••· al1a1nat1DQ 

~ convanttoual deltv4ry q•• · 



• HR. MASON : r unders~d t:bat . 

2 HR . f'V'LHJ>R : Wluch trould bave yol.tr eqatp~t ol ~· pu.p and 

s everything else. 

• HR . MASON: 't'bat • s What l' 11 t.ryis:lo to vet at. 8uieaUy, t.be 

s W4Y you all 1u·e qoibg to proclu~e tb.la lli'll~l 1a &bQrtl bole 

e and oab. You ' re not ever qoino to eoaplete it aa a 

~ t.r~u:Utlonal ve11 . 

a ""'· WIR'nl : ve bave our beS-t ~racturinq t1.Qbt t.lle.re. 

9 KR. BR.Sm>ING: we prov1d_, the u.lt..i.wate fraclt . Four or five 

10 bWJdred feet of u . 

n t«JJ. SVARTZ t Is there a.n:yt.h1.nq else on ?-1~? IPauae.) The 

12 next one 1s s-1 s wbtc:h i lf Ooc:ltet ~tea 7 , 

13 HR . HA:SON : 1 just want to aslt so111et.b.in,Q that' s sort of a • s• qenera} question . ~ave you all done any analya1e ·Of 11ke 

1S per " C!' cost s o f prociucuoo ustno ttlj.a see.nauo? No 

ts eqq.tp111ent: cbar9e, bore bole c:haroes as opJ!O&ed to a 

11 conventional well? 

111 M:R . WIIITlf : Yeah . But we haven't bad t.he fi.nal retNlta int.o 

19 t.be Qob situauon . we • ve done some pre.Llainary work, 

llO y ell 

:u KR . HASON : would 1t be toir to say based on lofbat you mov, 

u trust ba&ed o.n tbU eost ec:en.ar1o tbat that HCf' coat 11 

23 rel11t1 vely the su e or equ.ltable in relation to c:onven-

~ tl onal ~el l eoato? 

~ H~ . WlRTH ~ Except Cor d@-vatertng . Tour conven~1on~ -- you 

• 
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4 Q. 

5 

e A. 

7 Q. 

• 
II 

10 ... . 

11 

ll o. 
t3 A • 

•• Q . 

have eucb a large co•~ for de-~aterlDg ao4 every~; and 

bauHnv and ever}'tb1ng . Yo~ vet a few cenu 1.n ICCP dif

feren ce . 

(Hr. Sllart% contlnues.) Do you ~&Dt to u~ or add any 

rasponae on s-15 or uend to d1aaisa &DY H.QIOUal 

we do not. 

Okay . With r egard to SXb1b1t A, Page z. s-ts. Wbat is 

the outatand~ng interest tbat la addreaeed by tbla force 

pooling appllcatlon? 

Buchanan ba~• 100 percent of tbe coal leuad at1d we bave 

ouutand1ng 90 . 26 perc-ent of tbe oil aDd 9U. 

xa there a m1etake at 4•A on thts lxh1b1t A, Page Z? 

Whe r e? 

So ebould 4A be zero percent coal? 

tS A. That 's rl..gbt. . 

~~ Q . But. 4·8 u cort'eet a t. 907 

11 HR . EVANS : 4 · 8 ts wrong , too . 

18 KR . SWARTZ ; 4 B la wrong also. 

111 KR . EWUIS : If you' ve got 90 . 26 under laue . you sure dou • t 

20 

21 Q 

22 

Zl A. 

2~ o. 

want to pool •• 

(Hr . swart: cont1nuea. l so what ' s ootatandln; oil and 

I]Cltl 18 9, ') 4? 

R1Qht . 

Okay . V1tb revard to Exhlblt B, did you eend not1cea to 

the folk& s hown on £xblb1t 8 by ce~t1f1ed aatt. ~torn 

Ut 
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2 " · 
3 Q. 

• A. 

6 Q. 

a A. 

1 o. 

• 
• 

10 A. 

11 Q. 

12 A . 

13 Q • 

1 .. 

15 

16 A. 

17 Q . 

,, 
19 

~ 1\ . 

21 o. 

recelpt requeeteilt 

Ye&, I cUd . 

And you CiiOt s1Qnad cards back tro• t.hea? 

Tes 1 I cUd . 

And you ftled that i nformation i n Kr . Pulaer•a office? 

YU, "I dld . 

Okay. Thls t urnillv to B%h1b1t c, t.he eatl•ate of 

allowable coat , u this docu.ent a docuaant that you 

prepared 1n tbe last aucty days? 

Tea, 1t ls . 

Conte~lates ~ bore-boles? 

Y.es, lt does . 

t s the coat of $310, 7~0. in your jud;aaent, a. reaeonable 

estt.ate as the coat to produ ce the c;~aa aa 1a canto

plated by t.ha plans shcnm in EXhlbit 0, Paqe 1? 

Yes . it is . 

o~ay. And what we've doue bere ia we•ve juat aoved up 

one unit t o t.be north above T•lS Wbieb we -n ju•t 

lookinQ a t , correct? 

correct . 

We 110~ t.he sue t wo panels , y.ou 1 re pr-opoun; potent.ia~ly 

n two bore - holes? One per pa.nel? 

23 1\ . 

24 () . 

2S 

Correc t . 

we c;ot ~· 8 .. e nWlbers on ~1t o , Paoa 2 , t.het -

just l ooked at , correct? 
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f A . 

2 o. 
!I 

S A. 

& o. 
7 

8 A. 

9 o. 

ccrrec~ . 

And obvious ly· ve bad a differen~ dtviaioQ of 1Dtereat. 

£xb1b1t G, Pave l. •h.t.ctl 1.8 apeciftc to the two reapoD~ 

dents that was aeeX1DV t.be force pool? 

correc t . 

An~ 1t addresses their 1o~ere•c in eacb of t.be two 

pane ls shown oa the plan? 

correct . 

ts 1t your opin~on tbat the pl an shown on Bxh1b1t G, Page 

10 1. .u a reasonable plaa to develop t.be coal bed aetbane 

11 r e sources ~thin and under t.h1a unit'? 

12 "' . 

13 Q • 

14 

,. • • • lt 18 . 

And vtth thl s plan ot 1Qple:aented i ntend to lessen the 

ll~elybood o! pbyslc:al va.te and eeonoatc •aate and 

15 contribute to the protect1on of c:orrelllt1.ve rivhta? 

1& A . Yes . 

17 Q . 

18 

10 

20 

21 A. 

2'2 Q. 

Zl 

~ A • 

That ' s ali l have on Unit s~l5 . Movtn; on to s-5, wb.ie.b 

l$ ozJs, l f you would turn t o lxh1b1t A, Paoe 1, Hr. 

co~don, qoino to &xhib1~ A, paoe Z4A, tbat should be 

: ero, co~l tnt e res t oeeds the addtess, correc t? 

Thl! t 1& correct . 

O'ka~· . 't'be o il qas tnterea~a however, a t 4-8 is cotteot . 

Point. 94 percen~ needs to be adilreaaed by this qpllc.a

t\Qn? 

'M111 t l" crorrect. 
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' Q . 

2 

1'\&rning to Bxbl.blt 8, you bave two nspoD~Dts. ~· 

these tbe only folk• that you &1,1 bave not obt.&1Jiad a 

3 laue fro• tor this unit? 

4 A. 

5 Q. 

~at is correct. 

And their net acreages 1n the wut ond tbe1r int.e,reat.a 

• are abovn here and 1 take it that !roa l!.xhthn a Ulat you 

1 do not have addruees for thue people? . "· 
g 0 -

10 A . 

" Q . 

12 A . 

I~ o . 
,_. 

Tbot 1a correct . 

so you were unable to •oil thea? 

R!gbt. 

And the only noticre va. bt p\lbUcation? 

Tbat•a correct . 

And you previously taat1Ued tha~ the oot1ce vu pulll1a'h

ed 1D tbe vu·otn.la Nountainear on .July 2Ad t~itb regard to 

1$ thu un1t u vall as the other? 

18 ~ . 

11 o. 
18 

19 

20 

21 A. 

22 

23 Q. 

~ A 

lS o . 

'MJ&t 1 8 C:OrTt'C:t • 

TUrning t o Kxh1.bit G, Pa<Je 1, t~ttb re;ard to s-s. the 

phn ! or tbla una sb<nfa that, ultUately, tbere would be 

tvo portlons o f two lonqvall panels ana poaathly three if 

ve keep oolng or 1a this up against a tredel1De u wel.U 

No . Tb1s 1s no t eoatnat e tradeline, but this vould be 

th~ last panol ln that. ain1t worka . 

Okay. As far aa the plllDa are that you've bad

Yea, ssr . t ' • aware of it . 

so we' re lookl ng at potenuelly port!on.a of two panda tn 

1U 
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~ A . 

3 Q. 

Unic 5•5 under th1~ 914A of 4evalopaeat? 

correct. . 

All r1gbt . NO)I, gOUl'iJ beak to CJCb.lbit C, WUI llcb1.b1t C 

• prel'uecl by YQU in the. last aUtty 4aya1 

5 /4. . 

8 Q. 

Yes, 1t was . 

And the onlY thing you atlw oa sxhfbit c ia ~• 

1 bore-bole charge? 

8 A. 

9 Q. 

10 

II A . 

12 Q . 

13 A • 

Tbo t • a correct . 

If we go to the breakout of costa; allowable coat by 

peel, are tbe title and other costa 1a tbe otber paDeU 

Yes, tbey are . 

So the bore-hole coats are 1n the 16-D paDel, rl9bt? 

It's tn the 15-D panel . 

l ' CI agny. The 15-D. Md that's Mhy tlte nUIIbera are 

tS cUfferent . The additionlll cbarqea are 1.n one PAJiel to 

16 

11 ;.. . 

18 Q. 

both of tbose? 

Riqht . we presented all that .in APril before the Board. 

Tbe eat.aote of allowabl e coats bJ 'Panel ia tbe aaae type 

19 of esttmate that ve seen l.ft the put whel:'e you aet fot'th 

~ t be cost attributable to a parti.cular panel? 

Z2 Q, 

Zl 

'Th a t • a correct . 

And then wlt.b reqard to Sxh1.bLt G, Pave 4, have you aolan 

brok en up the interest ot the resporulenta? 

2.1 1\. Yes . 

2!r Q. Oka y . J s there an error on G, Page 4, tbat needa to be 

• 
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• 
co l're c:'tecn 

2 A .. Yea, there is. There • s .a typoqrapblcal error in the 16•0 

3 pa.bel. u lUte tt"e.ne Blo.nkensbip·Dunley and lt abould 

t be Delores s. Borne oqain )llst a1 l t is above 1n ~~El .. 

s Q. All riqbe. Hs . Blankensbip•Ounley ia no~ in tbia unlt. 

s Sbe 1s t o another unit? 

7 A.. 

B Q. 

8 

10 A. 

n Q. 

That 's c-orroc:t . 

Atld so that nlllle should. be crossed out. Delor-ea a • .aa 1n 

SAD, ·some aboulcl. be aUbst~tutecl.? 

Tbat • a c:orrec:t. 

ta t.h e plan o! developent shown on £xhtb1t G, Pave 1, in 

12 your j udqement, a reasonable plan to develop a coal bed 

13 11etbane under Ul11t s-s? 

'"' A . 

!5 0 . 

t6 

17 

t!l A , 

19 o. 

Zl 

Yes . 1 r is . 

AAd if thar. p lan i s lalpleaented wUl it c ontribute to the 

p t'o t.eC: tlOD of C:Orrel.at.1ve r10bt8 tfi less lJJtalYbOOd 11\ 

both e c:onoatic: and phy·slcal wllste ? 

YQS, it would . 

T~ tr rour opsnton that the dollar emoun~ set forth 1ft 

txhibit c and on Exblbit G, Pave 2. represent reasonable 

fSt1~ates wtth reqard to the developaent and cost 

.a.s s oclated ws.th t.he propos ed panels and tbe opera~lOlUI 

witbln thill uni t ? 

Yes . H . d<>ea . 

~~ot•s ~ll l ~ove on th1s one . the next one I bave would 

n• 
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2 A.. 

3 o. 
~ 

5 A. 

ll Q. 

7 

8 

9 A. 

tO Q . 

tt I>.. 

12 Q . 

13 A • 

14 Q . 

be t-2 1, w!Uc:b is 0239 . wa bave one n~dant in t-11 1 

Tea . 

And we have 11ade ao•e headway today wh.b deter:Jiin1n; 

carey Cook's be1Ts, have ~ pot? 

'rhat•a conect. 

sut. at the ti.ae thu awlleadoo wu put toqetber eli tbe 

analysis ;ot out you did not have an addreaa for carey 

Cook's heirs, correct? 

correct . 

so the no tlce waa by publteattoo? 

Tbe oo~1ce was by publication . 

The aailln;s you attempted came back? 

Tba t • s correct . 

8ut. today people are showing up at the bearin; and you 

t5 feel like you got some addresses now? 

HI A . 

17 Q. 

18 

19 

20 

21 A. 

22 o. 
Zl p., , 

~e Wlll have. Vea . 

Okay . Turning to Sxh1~1t A, Page 2, the outstanding 

lntereat that this force pooling application addresses ~a 

~~ro percent coal . I notice you QOt that leased. But 

w.1.th re;ud to oil and ;oa, wbat: uount 1a ouutand1n;t 

24 . 75 percent . 

Do '/OU want to add any respondents to tokr? 

No, "'" do not . 

And t ta,lte 1 t you do not want to d.1n1Jia any? 

,No • 
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' 0 · 
~ 

l A. 

• Q. 

S A. 

e Q. 

1 

e A. 

Iii Q. 

II) A. 

tl Q . 

~~ 

13 A , 

,. Q . 

15 

16 

17 A . 

16 Q 

19 

2P "'T 

Gol.Dg t o the 'Pixhl:bl t 11 . doew that set forth tba nat 

acreaoe in tbe ~nit of tbe carey CoOk be1ra? 

Yes, it c1oea. 

IU!d tl!ea the uncl1Vtded l.Dtereat, .e.s wall? 

correct. 

'l'unu ng to exhibit c , 414 you t~repare that in t:be lut 

sixty d4ya1 

Yes , l: did. 

conte»plate& no bore boles? 

correct . 

Balfically , tolkino title opinion, title cura~ve. 10 

fort.h? 

That 1a correct . 

Iff tht! esti.Date 125,2 50 a Teaaonahle est1aate 1n Y'Oilr 

judqecumt ott tb reoard to those lteJta 1n tel'll8 of doing 

t.hlit '!'Ork f or Ulls un1t v-21? 

Tt>&. Very. 

r t a ppeata to 111e that on G, Page 1, we bave actual ai.De 

works and tbere• s bee·n developaent, la tbat eorrect? 

7bat ts correct. 

And the development bas pr'Oceeded. so that. develop~~ant 

22 PMel $ 1s slightly lnto unit v-21 , tbe one ve •re talkinv 

23 abovt1 

That u con:ect. 

Is the only production and coe~ t:bat ~·re addre111no 1n 
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1 

'l 

l A. 

• o . 
5 

6 A. 

7 Q. 

8 

9 A. 

10 o. 
11 

·~ ,, 
t4 

tS 

16 A. 

, 0 · 

18 

t9 ,., _ 

'20 Q 

?t 

this appllcatton at tbls potn~ 1D tiae, the Z. l69 p•rcent 

of pane l developllen t 5 thoc Lt Ln Ul.a.iC Y-~1 

That • s correct . 

TJ'Iel) 1C we turn to £xh:1b1r G, Page 2, we see ~a aue 

estillate of cost that we •ve seen before by panel'? 

c:orveet . 

lolhlcb can be used to c~culate the patt1c1pation inter1l&t 

and carry obligations? 

correct . 

And then we've got. the s ue G, Paoe 3, tchich aetll foM:h 

carey coo~'s percentage interest lD teras of ealculat1ng 

her he,1.rs as a or-oup 1n tenas of calelll.at.ing wha t a 

pa~leipation cop~tbut~on would be, what a c arried 

obhgat1on miobt be and you could li!UlUply it uaes one 

uqllth and fl;ure o~at tbeu- T"OyaltY?. 

Vbat. 1 s correct. 

Th~t · s ~ll t ~ove for v-~1 . Okay . The next one ~s v-20, 

wh! c:b u -- I tb inlt 1t' s 0243 . u that rlQbU 

'{@41\ , 

Now , thU one ~ote bave a ttr1tUn obleetton froe an 

attorney wbo we 111ay hove worn -out. 

n HR . HCGLO'i'KLU< : sxcuse 111e . Mr . chairme.n, ·t.be attorney had 

~ another eoqaqe=ent ln C1rcu1t Court anQ a~ked tbat bla 

l A objection would stand out on lta own . 

~ MR . SWARTZ: ~hot I 'd li~o to do 1a jUat note that ~e~· • an 
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ob)ec~ton and ~oai back ~o tha~ . 

a HR . CHAlRHAH ; o~oy . 

3 Q (Mr . swart: continuos.) ~r . GOrdoo, bava you vot V•IOf 

il A. 

5 Q . 

8 

l A. 

8 Q . 

II 

10 " . 

11 0· 

12 "' . 

13 Q • 

14 

I!> 

1& i\ . 

17 Q . 

18 A . 

Ul Q. 

20 

Yea, I: do. 

Wlth reoard to the Q&tte~ of oddlDQ or dlaat•alnQ ony 

re:cpondenta d e> you " olt to add or d"aa1aa anybody? 

No , "'e do not . 

lf we qo to £lth1blt 8, we 've QOt aaaantiall·Y three Qro\QIB 

of reapondenca . You hove an oc1cS.reaa tor Dlana Orahaat 

Tes, we do . 

Old you caail to hcH· ond did aha a1c;n it .tor tbe aotioeat 

\'ea , we do. ~11 abe did. 

You do not have oddr~saes !or the v . s. 11118 holra and 

the ~ . s. Blliott be1rs or at leaat you dldn 't "'boa tbia 

was prepared? 

1'hat'o oorrec:t . 

so you "~•re not ahle t o caa1l thaD, you ataply PUbl~abe4, 

That •a ccrrect . 

The obJ9ct1cm, however , et leaat , haa brouQht aoaeo-ne to 

light with reoord to w. s . £lila ond w. s . Cl1iatt? 

21 A . Yes . 

:.!2 Q. Tbe poa1t1on o f ~ucbaneA Praduotlon in th1a unLt oa 

delineated in £xbih1t " · 'aQe :. 1a noaa of tbe eoal 

inter~•~ need to be pooled bae•~s• tboy bav. ~l b•~ 
released? 
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• /11. . 

z Q. 

, 
4 A. 

5 Q. 

I A. 

., o. 

That ia co~reet . 

And v'itb t'e1711rd to o il and 114• ·baw auc~ ne•d.a. to be 

addreasad by this eppl1cauon? 

lOO percent of 1 t. 

T• outstanr11nq? 

C:Ottec~ . 

01d you prepare an Sxbibit c vi~ reQard to this unit 

a wtth1n t.he last .suq dbye? 

ll A. 

ID Q . 

II A. 

t2 o. 

Yes , 1. lbd . 

And d oes: this hb1bt t c c:ontesplate ::ero bore bole•'? 

Yes , it does: . 

We ' re au.;ply t aliUnQ u.'tle curative a~~d those "k1.Dik of 

1:,1 fees1 

14 1\. 

ts Q . 

Correct . 

Is tbe esticate o t -~~ .2~0 reasonable ln your judvaaeat 

111 .:;o cover t be cost.& taqardlnv the iteaa· Wlider co.na_td.era-

'7 uon h~re f or tllls \ll'lltT 

18 A . 

19 Q . 

~ 1\ . 

21 Q . 

?2 A. 

2l Q 

2A 11. . 

2S Q, 

Yes, lt does . 

f>l4n i s discl osed on £xh1bi1:. o. Pac;e 1, correct? 

That 's c orrect . 

And what we have 1a two parts of two panels in the unit. 

Tbre& parts . 

Thr~e parts o f three panels io t.he un1t? 

correct . 

OkGy . ~ut no well bores? 



• 

• 

• 

No well bores. 

Rxhiblt G, Pave 2. 1a an eatimate of allowable coat by 

panel w~1eb we ' ve seen before . 

Cot"rect . 

s HR. SWARTZ : Key , ttart.y. I need to tollt to you for • ae.con4. 

e (Pause.) ,Hr. Ch!Unun. let •• suva••t acmetbl.bQ . tt•a 

1 clear to me l ooL!nv at G, Pave 3, tbat when we ttlcd it 

a we noqlec~ed to tell you ~at the panel ~vision interest 

e was tor . develop:se:nt panel l . we can do that . Marty can 

10 do .i~ in a aunut.e and I would 1 Uc.• to let bill do and ea~~e 

n bacJt to tbis and. put thll~ 1n the record. eo that we bave 

12 the produc t ion from the tbree panels covered. 

IJ ~- BVANS : Es timated allowable coat by panel --

,. lofR. . SWAATZ l we will forego that becau.ae we can't do tbal't 

tS qUickly . You unclerstand? What ~ 1 m aayinv is we're not 

t6 qo1nq t o c ome up wtth a nl,Dilber for eat1,aatec1 al)ovablea 

17 on tbat panel . But we do want to come u~ v1th a number 

18 fo r- estimated royalty . 

19 HJI . CWUIU4AN: Tbe fomula ! o r the dtviaion of intareat? 

<'0 M1t . WAAi~ : Hr . Cbo.1raan , 1t I could ).et •v people do aoae. 

2t flqurinq and c::oae bac:Jt. t.o t.b1s one? . 

22 KR. CHAil\Kif.N : Okay. 

2l KR · SWARTZ : t.et eu! hnlsb the other questions. thouqb. :rbe 

2j lbat couple o f quest1ona. 

(Hr . swar~: con~inues •• Hr . Gordon, have you abown on 
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2 

~ A. 

.. Q , 

~ 

6 

1 

8 ' A. 

9 ' Q. 

10 

u A. 

12 ~. 

1:1 • 14 

tS 1\ . 

16 Q. 

17 

18 

IQ r. . 

w (J , 

:1 

22 

2l 

24 A. 

·~ o. 

• 

E~lt c , Page 3, the panel divteion ol 1ntereat for tht 

development Panels 5 and 4? 

Yee , '18 have . 

l'fld ar~ we qo1nq to. ca.l -cula.te or are you going to pro::_eed 

to calculate the panel i11v1slon which 1.a wltll regard to 

Panel J 4JI4 we 1ll c011e back to this and auppl.aent that 

Ul ~ 1111.nute? 

Yes . we will. 

61cay. And that's the only outatand1llg d1v:taion of 

1Dterest that 18 not reported? 

'l'bat' a correct . 

Ys the plan o! development shown on EXb1b.it G, Pave 1 . a 

reasonable plan of developaent for untt V-20 to develop 

tb~ aethane qaa 1n that qnltt 

Yes . it .is . 

And lf the development plan 1S followed would it tend tg 

l essen and minimi:e physical and economic waste et 

protective correlative rates? 

Yes, lt would. 

Tbe next ttem o·n the docket and I believe 1t'e the lost 

one l s 11-21 . which ta 0246 . If you would turn to A, 

PAQe 2, the total co~l t ntereat that needs to be pooled 

l9 in what percentaoe? 

l . sa perc-ent . 

An11 t.he ouu~~nd1llv oll and ;aa 1.n~~re.st tbat need• to be 

Ul 
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2 A. 

3 Q. 

4 

5 

e " · 
7 Q . 

II 

II A . 

10 Q . 

II A . 

12 Q . 

13 

1£ A. 

IS Q. 

11 A, 
I 

·· I Q . 

19 

pooled? 

69 . 89 percent . 

How, t urnlnq t o E.xb.1b1t B, did you •all copiee of the 

noti ce and application to everyone for Vlloa rou bod an 

addrase? 

Yeo. we dj,d. 

ADd at the appotnted tl•e wben tbte wa• eent out cUd rou 
have an address for Harv c. Ellie' betr.! 

No , we did not . 

ADd then conseque~t1al iy you were unable to aatl to theA? 

D1d you qet back the not1eee that you 18nt to people for 

whoa vou had ad.dresaes . Did evoryono etqa the biU t 

Yea, they did. 

s 1xt y daye7 

Yea , J dld . 

te t he Sl9.2 50 a reasonAble eattDate of tbe coat tbot you 

would need t o be e xpended to proceed with the developeent 

conteDpl a t ed by axhlbl t C, Paqe t ? 

21 A Vee . 

12 Q Exhlbit G, Paqa 1, ahowe a port1on of davelopaont panel ! 

l n v- zt , correc t ? 

Tha t • a correct • 
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t A. 

2 o. 
3 

~ A.. 

s o. 
r. 

7 A. 

8 0 . 

9 

IO 

H 

t2 

13 

14 

IS A . 

16 o. 
p A. 

I& Q 

No . 

Exhibit G, Paqe 2. shows t:he per panel c:o•t per ua:t~. 

correct? 

Correct. 

we• ve seen tba~ before . And it sets those fora. wlth 

reQard to thts ~J:tteulu Wl1 t , v-zn 
Yes, i t does . 

And then the lest pave. Bxbibit G, Paqe 3, set. fortb tbe 

cbv1s1on of interest or tbe .respondent ' s or part.lea to 

thl s appUcotton t.bat would represent the royuty if you 

multiplied i t times one-eivhtb •• et leaat to the extent 

that they are tenenu tn co~U~on - - aDd would 4!-nable tbea 

to calculat e what percentave pe.rt1cipat1on WOUld be or 

ce.rr1ed i n terest? 

That is correct . 

You wtah t o· add or dismiss anyone !roa Unlt V•21? 

No , WP d o not . 

That 's all 1 h&Vl" on V•21 . Goill9 beck to V-20 and tbe 

111 objection . 1 'fOtJld jus t ttave o. couple of cOQenta w1Ut 

~ regard to t he objection that we received and t•ll just 

21 tender that . Bastcall y , T don ' t tbUlJt that acy of the 

12 ob j ec:t1onG h a s AnY leqal Uqn1f1caDc:e . Besent~olly, '*bat 

23 t.ht!V're sayin; .1& that they are unbappy that only 2.17 

"'' 111:ns ot the trac t that t.b.ey own happens to be within 

2S Ua lt. v- 10 and it s ounds lUte th~y would \ilte ~u all to 
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2 

3 

ol 

!I 

6 

7 

8 

9 

10 

It 

12 

13 

14 

tS 

16 

t; 

cfienQe the shape o f tbe un1t from AD 80 acre square t o 

soa,e weJ.rd shape that jUSt acco11odat.e& the bo\,llld.s of 

tbetr tract . Because lt says the size of the un:t.t that 

1s numbered v-20 needs to be increased to provide for tbe 

re.ma.1ning acreage. so they wanted to have so•e sort of 

we~rd ameba-like look t o accoaodate that . Obviously, we 

es tabl ished the f i eld in the hopes of getting sOQe 

cons1stency. predJctability and ~formity . I think Lh1s 

is a poor suggestion and if you implemented something 

like t.his you • ve opened the door to en,e nigbtllares for 

tbe rest of our lives ~n teems of changing sizes of 

units. aut. basic al.ly . it seems to me that they say they 

have an 84 acre tract . They're unhappy that only 2 . 17 

acres are l..Dcluded in this unit . \lbat ' s in there by 

survey l s )!hat · s in tllere by survey. In other un.i.ts they 

may bave ~:~ore acreage , but that to me does not seea to 

be an objectloo that should be entertained. 

J8 NR . HASON : Hr . Chairman 1 

•9 H.R. OtAl!U'..AN : Hr . 'ttason? 

20 KF . HASO::· r QUess Harty ::1 '1 gbt; be coaing closer tban one of 

21 you all . Do you know "hethe.r the rest of tlus acreaqe -

I D any o ! it ou~s1de of the Oakwood Field? 4t's not a 

~ bor dered un1 t or anytbtno, 1s it? 

1• Hr W'IRTM~ Which one are we oo ? 

~ Hr ~ARTl . Tb1 s 1s v-zo. We ' r e baek to v-~0 ~ 

23t 
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1 KR . \ilRTlt~ lt'!l an 1nter1ot' unit. . 

2 HR. MASON~ so even if i~ ' • not 1n thia uolt 1t'a ootno to and. 

3 u.p in ao11e otber un.lt? 

• KR. WlRTH; How, wbicb tract are W& tal.UlJo aboutT 

s 101 . SVMTZ: We're toliUJ19 about the unit 3-B . Sbe's 1n tract 

6 L 

7 HR . HASON: Tt'act l. 

I lilt. SWARTZ l Wb.iC:b you CAD ae.e l.f yo u look at A, pap l . 

9 Trac t 1 .lJl tbta p.iece here that essentially juat ki.Dd of 

10 c atches t he c:o~er of the u.nit. and 1f the nut untt to 

II t.be -

1: Kit . WtiU'H ; V-20? 

13 KR . S'IIAJlTZ : r que 55 r.hac. would. l:le the east ware t.o de\leletP -

t c MR . 'lllltTH : V-19 . 

1S KR . SWAR1"Z. , sxc:uae 11e . So I mean t.lley 'fould bave a pte tty 

t & b1Q pos1t1on lJl tbe unlt. t o the east. 

' ' HR . WTR'nl : v-20 1 oJtay. so they would have an interest in v~ 

18 197 

19 HR . SWARTZ : 1t19bt. And she ' s voinv to be 1n V-19 which ia a 

2!l panel . 

21 HR . GORDON: It • s vol.llq ~o be a later 114nel.. 

n. HR . S WARTt : aigbt . 

21 AA. Wllr.H~ t e w1ll be a later pan.el. We are doiDQ t1Ue now. 

~· ShP will p tck up th~ aajority of her intareet in tbat . 

2S 1 And 1t loolls lUte p~:obably, .soae t.a the other to the 
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eouth . 

2. HR. SWAAT% : Tllat•a really 411 r lulve to co-cnt ~ t.erwa of 

J the objection . Are tbere any que.aHona on that'? 

c KR . ~: We're discussing &•htbit 8 and relating to that 

s Exhib1~ A and your percentage of interest voUld be pooled 

s is 100 percent? 

1 HR. MASON: t was having trouble v1tb tbat 1n tenia of where 

e tt says , •Percentage of interest be pooled 100 J)ertetlt. • 

9 MR . WIRTH : Gross . If 1 have one percant 1 have 100 pereent. 

10 :If I leased one. percent then oroas I bavet 100 percent. 

11 The net don't -- I only hove 1 percent leued, 

12 MR . SWARTZ; Yes? NO? 

t3 HR • HASON: 

1.( H.R • SllARTZ : 

We ' ve been through this before. 1 know. 

If your leas~- 1f from a tenent 1D c~o w'itb an 

15 undivtded interest 

16' HlL KASON ~ What you • re saying 1a tbat this total -

11 HR. SWARTZ : kiqbt . Let ' s take -- look. Tale a aap --

18 MR . MASON : L-et ' s suppose-- what you're &lll'inQ 1a that that 

19 person owns 100 percent of the tract t.hat •a got to be 

~ pooled. 1s tbat correct? 

21 H.i!. SWARTZ : No. No . If you and Xev in had an uncll vtded 

2'2 uterest .in one tract and t.hare were several ot.h.er traota 

2l and Kev .tn oove 111e a l eose but you wouldn • t. .11\ t:be Ql'Oia 

z• aC"reaqe in the unit ~·ve got a lease pot11111UaUy 011 • lOQ 

25 pe- r-cent. . sur. .on tlle net acreeve t 'll wtaaln;- vou la that 
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tract . so. r mean, you could have a altaatlon Wbere you 

lit-erally bed one tenant 1D c:o.aon 1D every tract - you 

b.ad o lease froiD tile~~, ao you bad a podtion fr011 a 

• tenent in colllion in every tract, you ·beeS a poaiUoo J.D. 

5 the 100 percent qrosa, but the net that you CODtrol, you 

o back lt dawn ts not 100 pareeot. That•a all ba•a saying. 

1 MR . MASON: so you got aoae lessee 

8 , HR . SWARTZ: 

G . HJi , kASON: 

tO KR . wtR'l'H: 

In every tract . 

in every tract that gives you a 100 percent. 

If I had a little bit of 1Dterest at the tba-

11 yea. you are correct. 

12 KR . MASON : How do you -- t ~aw we've bellD Ulrougb this 

13 before. But bow do you all arrive at that aethod 

" equat1on7 

f5 · ~R . wtRTHl Colonel Drake I think caae up with 1t. 

t8 . H.R . Hl'SON ; Just to the accepted oil field practice? 

17 Hit . VIR'I'H: Yea . That • a UU'oughout tile 1nduatry prac:Uce. '(a 

I& ol~ays report tn qross and not . soae •anageaent say, 

19 •well, what ' s your pos1tion -- let's say 1n the oakwOod 

ro Flold . I have 300,000 gross aerea . ~ell, Island crea~ 

21 only controls 100,000 . Well , I have a qroas acreage 

22 because t have 4 certain percentage under oil and vas and 

2:1 o certun percentave ~,Jnder coal . 

2~ Kf! . "'ASON: vtrc;rinJ:a doesn't bave waste against co-tllDtmt ao 

a it you oot a 100 percent oC the groas you've 1n fat e1ty 
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bere . 

l AA. '!tl1l'I'B: 'fub . But ~• wen alwaya r•l>()r\: -· theY v-t 9&.14 

:s in net . we ean 111taruol1Y. 1f you cnm one pe.rctilt you 

4 C4J:I -- that one percent baa 8 ri9bt t.0 t.bet IJ88 an4 tlleJ 

5 can• t atop anybody troa drUlin;. They bave a rivbt 

a t o t.betr •• 

1 ICJI . MASON : so that poait1on you t&lle of the cnmuab1p of one 

e percent , if the 80 acna waa cnmed by two besn. tllfO 

11 people, if you have a leaae froa ana of tllu you tau the 

10 poa1t1on t.bat you bave t.ba 1""1Qht to utra.c:t v•• at 100 

11 percent of it . 

12 HR . WIJITR : You bet . 

13 MR . "MASON : But you woult\ hove to pay half of tt to th6 oti\u 

,. person . 

15 ICJI . WIRTH : That's correct . Whatever t.bat J)erc:entave ta . 

18 HR . KA.SON: 

17 HFI . SWART't : 

And that ' s baaed on th18 c:o-taaaat . 

No. 't'bat•a baud on the forced l>QOUnQ. 'IOU 

111 can• t gat away w1tb that with your eo-tenant . I •ean, 

111 you can't toke a lease froa one co-tenant and 90 out and 

~ dr.l.ll a well . I eean, you could. but you would not want 

21 to do that . 

22 HR . WlRTR: Well , you wouldn • t. want to do lt 

2l HR . MASON: We don • t want to to.lA about that law ben, but 

~ techntc:a lly , aa 1 underatand the law on tb!., you coul~ 

ZS d o l t . 

Ul 
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1 HR. SWARTZ : You cannot do 1~ ~ West V1rqinia , TOU'd Qat 

2 auad , b19 tt•e. 

3 Kit. VlR'm : And dower tntereat. an~. everyt.h~nv you alvaye taka 

4 -- you may bave a lease tro• all the kid•, bUt ~ou dOn ' t 

5 have a lease froe the ~1dow and. you're tak1nv a blV 

s business risk. of dl'llHno that vell ~ithout that laue. 

1 HR . MASON : Okay . I undarsta.nd . I 'II )Uat bavtnv troU))le Vl.U\ 

8 thnt. Hentll.lly I have a bard tiae v1th tba.t. 

11 KJt. WTRTii: We keep ltiekinO· around whether - should drop it 

10 or not . It &bows you that ~e do bava a piece of every• 

11 lhlnQ . 

~~ MR. SWJUl'Tt: 1 oean, to qive you tbe perfect UAJ~p.lo , 1! ·-

13 

14 Q . 

15 

16 A . 

wel l toroet it . We ' re spent enough tiae on that. 

(lir. svo.rt: cont.nues. 1 sao. do you have the nuabert that 

we need lor 0~43 on v-20? 

Yes. t do . 8y t.he woy , l vUl vat these typed up Al'!d 

17 11ent to you . In pa.nel l, the pa.ne'l thet • a laiaainv, by 

til. Annc'l L. Granu, that u 111 the unit 2. 71 percen.t the 

10 ponel ollocat~on is 1. 116 percent which would ;lve her a 

20 perce.nt.Gqe in t.he panel of . 03024 pere .. nt. For the w. s . 

21 tlll t s utote in t.he unlt 1s 48 . 7l pereen't., Aoe.ln, tbe 

u panel 16 l . \16 percent. Nh1eb Will o1ve th .. a penal 

n interes t of . !>436 percent. ~d then the W. s . BlUott 

N O>lltl\t~ h11a l . \3 .pe rc:ent ln the un1t ana .a;etn , tba panel 

~ inte ro nt ta 1 . 1'16 pe.rcont and tb1a W11l o1ve that eatate 



• o panel 1nterea t o f . OJ63 percent . 

~ HR . SllARTZ ; Okay . That concludes our tea~f.aony oa V•20 a.ad 

3 tbe otber ones that •• have conaolideted . 

4 MR. c:RAIRMAN : Any queatioaa? 

5 HR . MASON ; You will also provide a -- the aaended lxhlblt 0, 

a paqe -- lt' s qolnq t o be page Z, but tbe portion tbat•a 

1 -- for panel developaent 3 or the one ve were juat 

11 d1seuaaillq? You qot lievelopaent coat., you )Uiov, you qot. 

o developaent 5 and developaent 4 . 1 ( you • ve got develop-

10 aent l on G, Page 3, don't you need a llttle •ore on the 

11 p revious page? 

12 HR . SWARTZ : Ye Ah, 

13 HR . KASON ! And that will b e filed? • , . MR . Wlllntc 1 break that out and file t.b.ll --

15 HR. HASON: -- aa an dQen~ent to Bxhiblt G, Peqe 2, you are 

til qo1nq t o IUiend that? 

11 KJL SWARTZ : We ll, it ' ll be a supple•ent . It wUl be a nen 

11 paoe ~ yes . so you' ll be qettinq a new EXhibit G, P•qa 3 

19 tilat wll l have -- that will addreaa panel 3 with the 

20 nullllJers that su hall j ust re ad on tbe r-ecor4 anc1 tben 

21 th~re will be a supplement for o, Page 2, that deala with 

~ the all ocabl e caused by panel 1D tbot panel ' · 

23 '4P otAlRHJ\N: MY f urtller questions? Do you have &nytblno 

2.t ,, 18{'7 

~ ~R. SW~RTZ: No . 

• 
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25 
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MCGLOTHLIN: Mr . Cbai.nlan? 

CHAIRMAN: Mr . Hc:Glot.bl1n7 

KCGLO'l'BLlN : I alike a 110~1on to accept t.bo petitions &8 

Uled . 

CHArRHAN: Ve b.ave a 11ot.1n to accept the petitions . 

!VANS : Second. 

CSAJ:BHAN : Kot1on is second. AU in favor a151nlfl: bX 

s ayinq yes . (All affirD.) All opposed say no . (None.) 

HoUon carries . 

(End of p~oceedlnqa for 
.July 21, 1992 . ) 
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5 COUNTY OF WASBXNGTOH 

I 

7 I , Cleadys o . Gr1fHn, Notary Public 1D and for the 

II CoaJDonwealtb o f VlrQinl.a, at Lar;e, do hereby certifY that tbe 

& t oreqoinq proceedinqs of the V1rqio1a Gaa and 011 Board 

tO aeetln9 held on July 17, 1992 at tbe southwest Virginia 4-B 

11 cent-er. Abtoqc1on , Vlrq1nta , were tallen by •• ancS that the 

12 toreqo~no in a true and correct transcript of the proceedings 

'' bod liB aforesaid to tbe best of oy ability . 

I further e e rti(y that I aa not a relative, counsel, or 

1S attorney for e 1tber pa.rty , or otbentiae inter-ested in the 

15 o utc ome o f thls ac t l on . 

I' 
Ill GIVEN under DY band this 6th day of Auvust, 1992 . 
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20 

21 

'~ Hy coamtaa1on expl res Horch JO . 1993 • 




