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June 22 , 1993 

2 
T~·s ~~tt~r ~\c~ on t o be heard on thl s the 22nd day of 

3 June . lqY I• tot~ the V1rq1n1a Gas and 011 Board at tbe ~-H 

• ·en t e r . AJ LnQdatl . v~ra~n l a pu rsuant to s ect1on 45.1- 361.19 .8 

5 ono 4 ~. b i.~~ .L ot tn~ code ot V1rg1n1a . 

6 

7 1P. WI\Mj)LER. • .. ood tnor n 1nq . Hy name 1s Benny Wampler and I • tn 

8 ur•putv !Jirector for the V1rg1n1a Department of Hines , 

9 •-nn'-'nu& o.~nd Energy and Cba1rman of the Gas and Oi l 

10 1 oa r« ~ch Board member t o 1nt~oduce themselves 

11 t.t.art. l nc w:.. t.n t<evln . 

12 II' Et.ffiERS ·n RODUCED . l 
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1 11~ l1 r sc Lte~ on today• s a genda, ~he Boara o n 

, .J .)wn n•J' L l •..- tll t ece1ve c.L a r l.flcat t.on o f lanquage on 

rn" .-H.\4 <>'l Cv•I· O"t. Methane fl.eld l and li or der o. ThlS 

.u iJ'Jr't.@ " u .i!!DI:! l VGOB · 9J/03tl6- 034J . Til l S was c:ont wuea 

t n APr!. . .,. .. would a oK any pa rtU!ll tha t w1.sh t.o 

J ::lt1L e • a r ne ~..o o :!rd :..\ tr.La matte r to coce t o rwa r d at t h lS 

\.l t:l• • 

H "~. , .,A.t'i;!: r!ar Y. ., • ., ,~~.· tz. on nehtl l t of sucnanan Producuon ana 

v.\~ • U51 

1,. .-, J..A..!IMiAN : E 1 <ZabC!tn HcClannahon f o r Pocanon~as Gas 

! <l l ~II'• I Ull lP • 

1• ·~~ .:t!A.: iL·tAl'l: r wuu_d as r. :;andra Rl ggs to f1rst present an 

15 

IG 

cv .. .:vtew t ho? a uqa ... :;ted c hanges and then we w1ll 

.• ""1'• •' mv c.,,.,..,,nts that e 1 tl\er of you ClaY have . 

17 ••· . ;nGN' 1'11' c. tut t... o t tha orders that have been passed out 

18 
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t• t.n o:. '1 ... s ~ · o.~ :. wt'l·e p t·oz,put'ed Hark. and. £l1 zabetb 

;.u1 .J.•n' :_, . r.!l t rur;. lons ilt the last bear1ng, that they 

1 · V'o~ t · .-r l'na C•)Po? to so::~ ~: aor~"':~en t. . They • ve be en 

• n:=~:.;r •.•· .n tHn t o rms. on o: 1.n lerter rorm and one l.n t:be 

r..r: ": ·n ... tr .s t r y"lu G!"i! 1.0 nont o: you . !'11 JUSt go 

trt . 1 nw rhuno••r. ll f't.Wt! fln t he one t:hat l qave you at 

• ,1,.. lb:O n»: : no and thls ona e o t lla t you don' t. have t o 

•''30 t.!. l J'~on ·nc who le t hin!l . The f1 rs t ch ange l.S i n t.be 
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docl';et nutlbers. We ' ve added VGOB- 93 / 0J/16-0349 in 

odd1t1on to 336. The next change is on Page 2. Paragraph 

1>. There use to be a reference to an additional Wl'll 

authOLl zea oy secc1on 4S.l-361.20 .c , code of V1rg1n1a , 

wn1ch were the w~lls thnt are requ1red by mine plan -- t o 

tollow m1ne plan. That l anguaqe bas now been changed to 

•• any wel_ author tzed by t he Code of Vlrqtnla". That 

chang~ appears 10 about !our di fferent pl3ces but 1s 

cons1stent throughout the or der . FUrther down in 

Paroqraph b. l t~e t he fourth l1ne up from the bottom, 

the:-e 1s a reference t o "wtthln the boundarles of the 

oakwooa II Fleld" wn1ch was deleted and that was agreed 

~o ~t the las t hear1ng. I think . so the r e ference now 1s 

strtct l y co the Hurr1cane Branch Extenslon . The next 

chanae ts tn Paraqraph 7 , l1ne fi ve. After the words 

"pool or resl.'rvoir'' t he f ollowi nq language has been 

del~tea. •separat e and d1st1nct f rom other coalbed 

netll.Jnf poo-~~. ·rne next chnnqe 1s 10 -- the U~ajor 

chonaeo Jre 1~ Paragrnph 7- c. You need t o read throuah 

th~ -~n~u.Ja~ ot 1-c w1 ch reterenco to the appllcatlon. 

m .. cnoa ot allocatton . and t he l anquage for daf1n1t1on ot 

--well, tt's t:h•"' lnnauaqe that appe1u·s 1n th i3 l cad- 1n 

nnraar~ph aa wal l as c - 3 and Paruoraph o . The underlinad 

l anouuqo lb new ln ~10 l cnd- tn par agraph. tPauaa.) 

25 Mk MASON: H1 . l'lhl lrtnan. under 7- D o t Paoe 4 whera 1 t aava 

J 



• tnat t he cos t o:' dr1ll1nq and operat:mq a well may not be 

• 

• 

2 allocated to part1c1pants or carried 1nterest owners , I 

3 guess 1 was JUSt cur 1ous as to why t he two "parti cipants 

4 or can·1cd owners " was put 1n there? 

5 MR. SWARTZ: seca~se that would be the only peopl e t o whom you 

6 could al _ocate those costs. They can't be aLlocated to 

7 royalty owners . : or example. 

8 MR. MASON : I underotand that . 

9 MR . SWARTZ: I guess !t k1nd of t •acks the opt ions that are 

10 afforded t o oeople . The1·e arc people who lease , there 

11 are ocople wno partlctpate , and there ar e people who 

12 ~lectea ~o cdrry. 

13 xR. MASON : I auess QY quest lon 1s lG t here any other status 

14 othe r than royal ty owne::. a partlclpant or a carr1ed 

15 1nterest owner? 

16 M~. SWARTZ : A l~ssor . yes, but that'D a royalty . You can be 

17 a rovaav owne1· - - wal l . obv1ousl y if you're a r oyal t y 

18 o w.l•'l' you can pdrt. l c lpa te, you can be carried . or you c "ll 

19 Just lease. so t here are multlple status and t hese are 

20 no-;, d • ot thl' rol ell you con play. You could JUSt be a 

21 Lt' SUOI' Wl t .. 4 t'OV O>.tV. 

22 M-.. 1-!ASON 

23 •· !o~Al'T 

aut . ~ you 're o lessor would you be force pooled? 

w~ ,l . tn1a d~~J o w1Lh -- no -- well, 1t dependa 

24 on y,ur l ~ l·O. 

25 ,1 .~. ,lJ\:oO•, , C.,H~a ally 1\0t but 1t ' S POOGlble , t QUQBS • 

4 
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MR. SWARTZ · well . some leases yes , some no. some maybe. I 

auess : he reason I pu~ tha~ l anguage ~n there -- Claude 

ana Hac~y and 1 ~nd of worked through th1s and I think I 

wound by wrl:~q l t down . we wer e try~q -- ~he Board 

asked us t o do t wo th1nqs. one of the two things you 

askea un to come w~th was some proposed language wb~cb is 

tbls paragraph we ' re talking about right now. And whet 

we were trylng to do was come up Wl.th some mechan1sm that 

allowed m1n1ng compan1es to drill addltiono.l wel ls under 

c wu:h a m1n1mum of hassle. In other words, basically 

tbls prov1des t hat they can go to Hr. Fulmer wi th a mine 

pl an -- I mean, 1f th1s were adopted by you all -- and 1f 

that sat1sr~es Mr. Fuloer that the1r m1ne pl an would 

d1ct a: e a well , an ~creased dens ltY or an additional 

well under c, whatev~r term , ne could perm1t that well. 

But t he cocpet1ng concern ~ha~ you had -- and 1 have 

never sensed a des1re on the Board ' s part to make lt 

OltllCUlt to get addl. t1onal m1ne plan wells, but the 

co~pettng conce rn was that w~ very conc~rned that none of 

the costs or those be passed alonq ~o anyone unless o.ud 

untu you had an oppor~unltY t o address whether or not 

tnnt w<.~s dppropr1a t:e . And ~h1a is tntended -- I 1JUens 

tDoybe I pt.: that lnnquaqe 1 11 ~here beoauso those would 

of' thP people you ut'e prot.ectlna ~o j uot. balance ono 

oqo1nst tne other. Tne des 1re ts t.o allow -- t o alloaate 



... to Hr. Ful mer the ao1l1ty to permlt c wells and yet to 

... 

• 

2 not - - to clearly not delegate any cos t s functions. 

3 HR. HASON: I understand that. I haven't got any problem with 

4 t hat at all. I certa1nly think as long as the cost 

5 1ssues are not a problem and there's no intent, at leas t 

8 from where 1 s 1t , to restr1ct the abiliey to do that . I 

7 quess I' o a!wGys caut1ous when you have language that 

8 restrlcts a proh~1tlon t o a defined class as to why that 

9 was don~ as opposed to just leav1ng the class open. And 

10 I l UG- want t o be comfortable w1th the fact that by 

n def1n1nq lt 1n t hls way that t here are not other persons 

12 t o whom alloc~tlons may be made that are not covered by 

13 that . That 's my only concern . 

14 HR. SWARTZ: My answer to that ques tion 1s I do not believe 

15 there are other persons to 1~bom allocations can be 

18 made ana t hat t nat llst 1s all lncl usive. Those are the 

17 t~rzo .. u nds o t i ol ks who could do that . 

18 HR . HASON . And that's not t h o intended--

19 Mk. SWARTZ: Correct. 

20 HR. l-IAS ON. f hllnK you. 

21 HR. ~lc:GLOTHLIN . cou .a you retrosh my me.mo1.·y as to when ~h1s 

~ ~urac~apn 7-0 w1ll come 1nto play w1th Hr . Fulmer 

23 aru.nt1no t.he location exception? 

24 •-tf.. 1..HAIRHI\N . I wnsn • t here a t the lust meetlno but the 

25 m~e · Jnq btH ·n·t:> t ha t and I t h1nk the 1ntent of th1a 
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2 

paragrnpn lS ~ba~ tho~ outbor1zat 1on would be rest r icted 

enLLrelv to add~tlonal we l l s neces sary f o r the safety of 

3 t he c 1ne. i f t hey were dlc~ated by t he m1ne pl an but t hat 

4 could b~ permltted and produced r athe r t han vent ed . I s 

5 t:hero~ any a l f f erent unders tanding of t ha t from anyone? 

8 ~~ . SWARTZ: under Oakwood I I , Kev~n . t her e lS no drill lDQ 

7 w1ndow. so t here 's never n need f or a l ocat 1on exception 

s 1n ~erms of the w1ndows . It woul d only be distances 

9 between we-ls tha t: woul d be dri ven by m1n1ng to degas. 

10 MP. CHA! l'\HAN : And t:here coul dn ' t be any cost of l:.bos e wells 

11 passed on t o the par t:lcipant:s or car r1ed 1nter est owners 

12 accor dlng to th~s l anguage. 

13 HS. RIGGS: I t n2nk t he only thing t:hat ! woul d add to that 1s 

14 the def1 n1t:ion of addltlonal we l l as we have seen l t 1n 

15 Oakwood ! , whlch was the reference t o s ec t1on 20 . C, has 

16 now oeen chanoec to t:alk about: any well outhor 1zed by 

11 s t:atute wh1cn 1s a much broader term. I don't know 

18 we•ve never anywhere talked about whi ch wells are 

19 au thori~ed by statute beyond those i n 20 . c . so we have 

~ qone oroaaer Wlth t he aeC1n1t1on of these addltional 

21 wel l3. ou~ pr~or r e ference was t o 45 . l-36l . 20 . C wells. 

~ K?. ~w~TZ· There were t wo reasons why we went: to any well 

~ authorl=ed by tne code. One was the Board seemed 

24 t roubl~d eltner ac the las t hear1no or the hear1ng 

25 betort'. WI? had an ext:ended d1scuss1on il& to wha t was an 

., 



• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

oda n:.onal well under 20.c , what was an 1ncreased dens l'tY 

welt. should we define these t:erms. I mean , it was clear 

'to t:~<> w~ a_l had some problems wi 'th t:.hose terms. What: 

dto 'they mean. were we all mean1ng the same things when 

we used them , and i't seemed that we needed to deal wi th 

th~'t. so the focus was t o j ust make it generic, some

thlng 'tho~ would not: requt re a definitton . If you can 

dr t ll a well under 'the Code of Vtrginta and 1t falls 

w1 t lun the other cr1t en.a of these field rules these 

would cover it rat her than try1ng to d1Stlngu1sh between 

an 1ncreased dens1ty well and addltt onal well. There was 

a cost sp1n on your concern as well . What happened . as 

soon as we went to cne term "any well authori:ed by the 

code" - - you know, Oakwood II was lDtended and still 

appl t es t o ac tlve gob short hole production bas1cally. 

Ana once you star t us10q "any well authortzed by the 

coae~ ~ loncwa l l p~,el can lnt ersect an Oakwood I well a't 

some polD't and be produc1ng from the unsealed oob. So 

t~ l ~ unde r ly1no l anouaqe sort 1n t he middle of thdt 

t ntrcductory pa ragraph o f c whtch 1s at Page 3 spec1f 1c

all y re ters you down t o 31 and 311 which was the odler 

Pt"OV unon you asked us to take 11 stab at redl·aftinq wh1ch 

covers t he clrc ums tnnces under which the "any well" 

cut ~oory oeto pulled tnto th1s . so 1f you have any well 

that 1.., no t produc1nq short hol e qas or active oob t hlB 

8 
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doesn ' t apply t o it. as ~t •s currently drafted until that 

2 longwall panel is 1solated. Those changes needed to be 

3 made 1f we were going to gestes any additional wel l or 

4 ~ncreased densitY well concept to make sure that we 

5 d::.dn ' t 1nadvertentl Y pul l in a £racked well that wasn ' t 

6 even 1n a longwall panel. 

7 MR. McGLOTHLIN: Hr. swartz , I'm concerned wi th the langUage 

8 in 361 . 20.C. The Board shal l requ1re that drilling uni ts 

9 conform to m~ne develop plan . if any , and if requested 

tO by the coal operator . I'm assuming that this new 

tt l anguage -- that 1t wul be tbe coal operator's responsi-

12 b::.lltY to petlt1on the I nspector for the additional we11? 

13 HR. SWARTZ: Wh at par~ of 20 . C are you l ooking at? 

14 ~~- McGLOTHLIN: The whole thing. If requested by the coal 

15 operator . 

16 !o1R. SWARTZ: What nas happened -- ! mean. it • s occurred both · 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ways, ! th~k. at leas t with regard t o Buchanan Produc

t l on. Island creek 1s no longer doing and has not being 

dolnq VVHs f or some considerable per~od of t ime even 

thouoh they are 1n theory -- could be permitted as a 

VVH, they're permitted a s a CBH we l l up front. s o OXY 

has bean pet"ml.tt.::.ng tllose and shows up with a mine pl~n 

or at least a r epreaentatlon t hat these are dr1ven by a 

plan to degas the pnne1 . so i f your questlon 18 does the 

coa l operator havi? to malte the r equest, that hasn't b~en 
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3 

happenLna and I don't. cont.emplate that t.hat's needs to 

happen. 1 cean. 1f t.be desiqnated operator 1s pass~n9 

along a reques ~ cade by a coal operator to the Depart-

4 ment. that' s what 's been done. 

5 ~q. McGLOTHLIN: Do you see the gas compan1es qett.inq an 

8 off1c1al request f rom the coal operator to submit with 

7 1ts packet -- lts applicat.lon? 

8 HR. SWARTZ : well, you can't dr1ll a CBH well unless the coal 

9 operator s1gns off on the location. I mean. you've qot. 

10 t o q1ve them notice. so lt.'s k~nd of a ch1cken to the 

11 eag . You're not going to get a permit-- they 're going 

12 ~o have t o ge~ out of your way. 

13 MR . MCGLOTriLIN: I'm j USt. going with the language of the 

14 s~a~ute and the concern of m1ne is "if requested by t.he 

IS coal operat.o r o . !'m )us~ wonder1ng --

16 XR. ~~RMAN : s andra . can you add any clariflcation on what 

17 you belleve the 1ntent. of the statute is? I think 1t's 

18 real~y t.al ked about 1f request.ed by t.he coal operator 

19 that. t here' s --

20 P.S. RIGGS: The spacing shall correspond. 

21 MR. CHAl RMAN: R19h t. 

22 I-'S. RIGGS: .It says . "The Board shall require that the 

~ drllilna un1t& conform to the m1ne development plan and 

24 1f ~equested by t he coal operator well spao1ng shall 

25 corres pond w1 th mine operations includJ.nq the drillil\Q of 

10 
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oul t:lp l e coal bed gas wells 1n each drilling un1 ~ . " The 

2 way 1 reao chat 1s when you have a reques~ by a coal 

3 operator tnen 1~ manda~es wba~ the Board shall do. Bu~ 

• lt coesn ' c llCilt t.be authorlt:y of ~be Board 1n t.be 

5 absence of t nat reques~. In other words, i~ doesn't say 

6 uooly when" or ~prov1ded ~hat" but lt makes an accomgoda-

7 t1on ~o the coal operator when ~bey come forward and make 

8 a specific request. That's ~he way I read ~ba~ . 

9 HR. SWARTZ: And as a pract1cal ma~ter wha~ happens lS t.bese 

10 

II 
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18 
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25 

wells get spotted during the negotlation process between 

t he coal operator and oil and gas operator. And general 

ly speak1og, at least between Island creek and Buchanan, 

Island creek wants a couple more per panel t.ban Buchanan 

1s w~lllnc to fund. And lt 1s a negotla~ed process. 

They a re at the same ~able. They s pot t he wells and then 

-- you can make cholces when you have a coopera~1ve 

arrangement as to who's go1ng t o be pe~1~0n1ng :or the 

D'::'I1U t appllc ataons. A.s Buchanan hils been proceed1ng. 

ot ter t hey have negotlated and located t he wells Wltb 

: land Creek they th~n petltlon for the permltS to be 

1ssued or OXY on cne1r behalf . obv1ously t he permit 

procens requ1res chat the coal operators get not1ce 

and/or sian of t on a locat ion. You could only get a 

n~rmlt 1 t then! was a screw up w1 thout the coal company 

nav.n<J an opportuni tY to par tlcipate . 

1l 



• HS . RIGGS : The quest1on I have is under this order as 

2 draf ted 1s ~here any scenar1o where you could end up Wlth 

3 mul~lple wel ls 1n a un1t pr 1or to 1solati on of a panel? 

4 HR. SWARTZ: Sur e. 

5 HS. RIGGS: Where the operator woul d go to the Inspector and 

e a sY. tor an addlt1on well, an 10creased dens1ty well 

7 Wlthln a un 1t and it would begin produc1ng pr1or t o 

a 1solat1on of that pane l by ~be dr1v1ng of entr1es. 

9 HR. SWARTZ: Rlqht. 

10 HS. RIGGS: so t his order contemplates multiple wells withl n a 

n s1ngle un1 t pr 1or t o isolation and all lt does is 

12 allocate product l on differently once that isolation 

13 occu.r s . 

14 '1R . SWART Z : Righ~ . The two pr ograms -- Island cree.k is not • 
1S frackinq t he1r degas wells 1n their panels. consol l.s as 

16 I unders tand 1t. so dependi ng on who 's programming or 

17 1nvolved wtth l.t., the answer 1s def:uately yes, there 

1a Wl!: be produc~ 1on : rom oultl.ple wells in un1ts pr1or t o 

19 1solatton. And t he costs , you have control of those 

~ cost s. So the fact t hat t here 's productl.on from QUltiple 

21 wells -- l t 's found product1on essentlally at somebody 

~ e!se's expense. 

n H~. RIGGS. w~ ll, as I understood the concern of the Board l.t 

24 was a two- fold i s sue. one was the cos t issue and the 

25 other was protectlon of: correlatlve r1.ghts and the sU.1no 

• 
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of the unas . ! feel comfortable that the cost issue bas 

2 been addressed and t he other issue -- that's why I asked 

3 the questlon of could i t occur prior to 1solat1on . once 

4 you nave 1solat l.on of the panels then you don't have the 

5 s ame concerns , ! t h2nk , as you do prior to that isola-

& t l.Oil. 

7 HR. SWARTZ : As a prac~ical matter , though, if you all look at 
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oakwood!, you' ve got a 300 foot drilling w1ndow in 

oakwood I . You 're a l lowl.ng one. There's a presumption 

essentlal l y now ~bat oakwood ! is in place that a well in 

the un1t dral.ns lt almos~ regardless of where it is. As 

a practl.cal matter you probably need to look at multiple 

wells 1n an 80 acre unlt. As long as they ' re in the un1t 

and there's not an 1solat i on longwall panel where you've 

aot unse aled ao.b or you've got short hole you ought to, 

as a practl.cal matter. JUS~ say we're going to assume 

:nat lt 's dralnlDg thls 80 acre un1t because Oakwood I 

has a prov1s1on tha~ we ' ve s1gned off on that acknow

ledc;es ~nat. The only counter ve1ll.nq 1.ssue in terms of 

ura1naa~ .b~cause dral.naae 1s a func tl.on of tl.me as l'm 

sure you·~~ all aware of. In Island Creek's Sl.tuation, 

s1nc~ they' r e not fracklDg those wells , any productl.on 1s 

m1n1na l and the drainage 1s fairly local. Wl.th consol 

trac~1na t he wells obvious l y you ' re qoing to have a 

bett e r dra1nage pattern on thos e wel ls. As I understand 
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from just l1sten1ng t rom the test~ony -- Claude can 

maybe ste p 10 and straighten me out -- but they're not 

t went y years ahe ad . so you're not l ook1D9 at twenty 

years of drainage . You m1ght be looklnQ somet~ea at SLX 

conths. a coupl e of years. I don't think I've ever heard 

mor e tban f 1ve or s LX years. So I think you need to bear 

1n o1nd that because drainage 1s a function of tlme and 

because -- a t l east what I recall hear1ng here l.ndicates 

that t~ey•re fa l.r ly c lose out at time. You've got to 

maY.e some pract~cal determinations as to what reality in 

terms o: dra1nage l.s . I f you're looklng at a f1ve or sl.X 

year hor1zon l.nstead of twenty years to fully drain an 

Oakwood I un1e you need to determ1ne, I guess, whether 

not that seems a reasonable approach. The other situa

tlon froc a co=relatlve r1ght s tandpoint, the coal 

operators and the gas oper ators have an ability to 

produce gas from degas -- what are essentially degas 

wel ls even though they ' r e permi tted as CBM wells . And 

you don ' t wane t o lnadvertentl y prevent t hem from doing 

tha~ . from a correlae1ve r1ghts standpo1nt there's an 

opoort'lnl tY t o capt ur e and sel l gas and generate revenue. 

That co~l needs to be degased . so 1f you can ' t capture 

l. t. and sell lt lt 's gone to be vented . coal mining 

dlCtd t:es mult:lple wells. It g1ves you an opportunity to 

mll r Y. et nnd sell addltional gas. And l think from a 

14 



4lt prac c1ca1 standpo1nt and a correla t 1ve r1gbts standpoinc 

• 

• 

2 as J.ong as costs are not passed along W1thout your 

3 approval co the excent: that gas can be captured it ought 

4 t o be. And if you ' re not talking about long per1ods of 

5 dra1nage, twenty years , fifteen years, that sot:t of 

a th1ng , as a pr actlcal matter you ought t o allocate it to 

7 t he unlts l ike you d1d in Oakwood I , which is the way 

a th1s 1s drafted. Otherw1se, you • re going to be in a 

9 situation, Sandy, 1~nere you're going t o be getting 

10 dr a1nage test1mony 10 an area you ' ve already establ ished 

11 flel d rules every t1me and it's going to be o. .night:I:Iare . 

12 MS . R.!GGS: I guess lf I we re si.tt1ng 1n Tom's position under 

13 

14 

thls Paragraph o and I were Tom I would be scratching my 

head Wl t h the delegat1on -- Wl t h th1s klnd of del egation 

15 and the lack of s tandards by wh1cb he is to apply. 

16 Tha t 's why , I guess . we r eall y need t o know what we're 

17 talx1ng aoout her e because not only are we go1ng to all ow 

18 l t but 1f we ' r e go1ng to delegate the responsibi lity 

19 t hen tt s eems to me t hat we nee d to be real c l ear about 

~ what i t l s we are say1nQ. 

21 HI' . SWARTZ : Wel l . :r thi nk che problem is more likely t o arise 

22 zn volunt ury un l. t s £or Tom . I mean, when I'm here like 

~ t oday , f or e xamp le , we ' ve qoc three Oakwood II un~ts tha t 

24 we' ve aot appl1c nc1ons to force pool. There are ~o 

~ wel ls 1n each un~t proposed. If you 1ssue a poollnQ 

15 
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4 
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8 
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10 

11 

order ne •s qo1nq ~o ~~ow ~hat you unders~ood ~here were 

qo1nq ~o be ~wo wells. one 1n each panel 10 each unit. 

Generally 1 see consol com1ng 1n here wlth wells spotted 

and a~ leatlC some lnd.ica~lon as to where tho wells are 

go1ng :o be. The force pooled &l~ua~ion I ~hink the 

problem ~hat we're :al k1n0 about r1gh~ now may no~ be 

~hac b1g an 1ssue. I ~h1nk what we •re more concerned 

abou~ 1s 1n volun~ary unltS where we don't have an order 

of t he Board. where we have leases or a voluntary pooling 

agreement. and we' r e coming to Tom without a Board order 

because we don •: need one. Those are the sltuations tha~ 

12 ~o ~e are more llkely ~o come under D. 

13 HR. McGLOTHLIN: Hy bigqes: problem wi~h Paragraph D is the 

14 t 1r3~ sen~ence. r: prov1des that the V1rg1nia Gas and 

15 0 1 1 Inspec to~ may arant well locatlons. If we coul d 

16 clar1ty that as ~o exac~ly when and where I wouldn't have 

17 as b1a n problem Wl~h 1~. 

18 HR . SWARTZ . Well. tba~ · s stra1ah~ out of Oakwood I. It ' s 

19 oeen around ! or three years. JUSt so you understand this 

~ 1s not Gome:h lna that turned up 1n the Oakwood II order . 

21 ~R. : HAiRHAN : Are you 1ook1ng t or some~h1nq l1ke 1n the cases 

22 wtw~ t:> the t11no plan so dictates or somethlnq l1kc that, 

~ Kcv1n? Does that do anythinq to track from the 1ntent of 

24 thll ~ .mquaq~ at ull. thut olari flcnt1on? I Pauoo.) 

25 MR. ,WART::: R_qnt no1~ r can' t ~h1nk of nny situat l.on --

16 



• bearing 1n m1nd chat this 1s Oakwood II and you can drill 

2 anywhere in a un1c . so the only thma you would be up 

3 aga1nsc woul d be che distance to spac1ng between well s. 

4 I'm noc even s ure th1s would apply here. I s it even a 

5 prob leo 1n oakwood II? Maybe jus~ cross 1t out because 

6 you can dr1ll anywhere in an Oakwood II . So you'd never 

7 need any except1on. And the statew1de spact.ng or 

8 d~stance r equ1rements don ' t apply because you' ve qot 

9 f1eld r ules and t he only i s sue 1s whether or not you're 

10 going t o get more chan one wall and it bas to conform 

11 wich ~he m1ne plan. The rest of i c takes care of it. 

12 so why don • t you JUSt cross that out? 

• 13 HiL McGLOTHLIN: Delete chat first sente.nce? 

14 HR . SWARTZ: R1Qnt, unless somebody can th1nk of some reason 

15 co leave 1t in. (Pause.) 

16 MR . CHAJ RHAN : We 'll go ahead and f in1sh the overview. 

11 HS. RIGGS: I chtnk thac •s 1t 1f you ' ve r eviewed tbe alloca-

18 tlon paraaraphs that were conta1ned in 3-1 and 3- 2 plus 

19 che unde~l1ned language. The only other concern that I 

~ nad was JUS t irom a crack1nq po1nt of view. I could no 

21 lonq~r cell what 1s an oakwood I well versus an Oakwood 

22 1: because we sort of have t h1s subtle transition where 

23 1 use to have l t c lea r i n my mind what was an oakwood 

24 I and what was an Oakwood II well and now the applica-

~ t1ons 4re com1ng 1n as both and there seems t o be no end 

• 
17 



• 

• 

• 

2 

to one and clear cut trans1t1on Lnto another where you 

could c lassi fY as to whl~b fleld rules are appl lcable at 

3 a certaln po1nt 1n tlme. 

4 ~R . SWARTZ: You can but lt depends on the extent of mininq at 

5 that polnt 1n t i me . 

8 HS. RIGGS: ~hich 1s something we would not necessarily know 

7 or have r ecord of. so t her e ' s no way from a management 

8 po1nt of v1ew we can t~ack that progress t hat I know o~. 

9 HR. SWARTZ : Except. you have in your order s -- in the field 

10 r ule orders and certainly in the pooling orders at a 

11 po1nt 1n t i me you start. a l locati ng under oakwood II if 

12 ther e's a t. rans1t.1on from I to II that you've got to have 

13 a m1ne map on f i l e that you're using to allocate • 

14 HS. RIGGS: Expla1n to me bow that would work with tbe escrow 

15 agent then , t r acY.1ng w1se? 

1s HR. SWARTZ: It woul d make no di fferent to hlm. 

17 .-.s. RIGGS: Tba t · s r oyalty . I s there any circumstance where 

18 it woula impac t on the escrow agent or they need t o 

19 know - -

20 ~L SWAR~Z: No . He w1l l cont1nue t o get checks for a un1t . 

21 HF. GORDON. He's look1ng at: 80 acres and that's all he s hould 

~ look at . And i t makes no dlfference 1f 1t ' s Oakwood I or 

2:1 ll. 

24 liJL JWARTZ: He • 11 nou ce that the cheeks are b1qqer probably 

25 oep~nd1nq how .:mch of 1t is 1n a panel . Thet·e will be a 

l8 
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change \n che amount . There's a division of interest 

2 that 's al located t o that unit. He just gets a check. 

3 HR. EVANS : The names w111 be the same. 

4 HR. GORDON : on our accounting system as l~'s set up tbe names 

s are the same. Everythl.og happens within the ac.coun~ing 

6 s ystem before it qets down to '!hat we call a seven d.ash 

7 number or the 80 acre number that we assign to it. so 

8 regardless of tbe source of tbe reve.nue paid into that 

9 seven dash i t will still get paid to the same people in 

10 the percentages that they are set ou~ or the dec~als. 

11 however you want to call l.t. So whether it's being 

12 allocat ed f rom panel production or lf it's coming 

13 stralght off frack productl.on they're sti1l going to get 

14 that percentage of whatever revenue feeds into it. 

15 HR. CHAIRMAN : State your name for t.he record, please. 

16 HR . GORDON : Sam Gordon, OXY, USA. 

17 MR. EVANS: r can • t thl.nk of anyt.hing that. woul d be any 

18 d~f:erent. I don 't know why t.hat should make any 

19 dl ffer ence, t.he accounting principal' s com1ng to t.he 

~ escrow agent . He ' s looking at X number of dollars 

21 com1ncz :n for a unit . Boom. boom , Joe Doalts and company 

~ l n tha t uni t. And that's --

n M?. FUU~ER : He'll do the escrowing based upon the docket 

24 number, not the un1c . 

a MR. EVANS : Riczht . 

19 
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KR. HcGL07ntlN : I s t:l l l have a concern about t he request from 

t:b~ coal operator. The way --

3 HR. CHAIRMAN : 20.C . 

• MR. McGLOTHLIN: 20.c, the way that: reads and how we're IJOing 

t o do ~hat or how Hr. Fulmer's go~ng to do t:hat: . How 

6 do we know 1£ l t:'s a request from t:he coal operator or a 

7 request from t he gas operator? 

8 MR. CHAI~~ : (Pause.) we~l, t hat' s what I said earlier. 

9 What the Inspector i s dea~ing with here is an act1ve mine 

10 pl an . right? 

11 HR. SWARTZ : Toe . don't you get a copy of a portion of the 

12 m1ne plan when we're ask1ng f or additional wells anyway? 

13 Aren't you ge~ting a p1ece of the mine plan? 

14 HR. FULMER: No. 

15 HR. SWARTZ : Is that someth1ng you could live with or j ust --

18 HR. CRA!~~ : If we're talk1ng about the transition from what 

17 

18 

IS 

20 

21 

22 

23 

24 

25 

the Board ' s been getting to the delegation to the 

Inspector, what t he Board has been get:t:1DO 1s goino to 

have t o be presented to the Inspector for the Inspector 

to make 

HR. SWAk1'::: : we' r o g:z.v1nq you -- bot:h of us i n different 

!orcats, but we give you a piece of the mine plan that 

port.a1ns t.o the un1t and I don' t see any reason - - Claude 

doesn ' t elther why we can't j ust do that at Hr. 

FUlrn&r' s level so t hat you're gettlng a mine plan from a 



• mi nlng company showing spo~ting ~he wells. 

2 MR . McGLOTHLIN : But 1s the m1ne plan a request by a coal 

3 operator? 

4 MR . SWARTZ: w 1 th all due respect, no oil a.nd gas operator is 

5 go1nq t o be drlll1ng wells w~thout an agreement of tbe 

6 coal operator. I thlnk Hr. Evans lS smLl!ng. Tbey get 

7 prettY aggr essive . l~'s their coal and tbey don't-- 1 

8 understand t hat there' s a technical word 1ssue here, but 

9 as a prac t1cal matter they get not1ce, sit down -- I 

10 don' t have any probl em submittl.ng a mine plan or a 

11 portion o: a mine pl an Wlth the wel l spotted on l.t. 

12 Obv1ous ly that m1ne plan 1s not devel oped by the oil and 

• 13 gas owner . 

14 HR. HcGLO'l'HLIN: sut us ually, 11r . swart.: , when you co.me before 

15 us on one of a request you have somebody from the coal 

16 lndustry tnat 1s r epresented. 

17 HR. sw~~TZ: Well. ac t ually I qu1t doing t hat because sam sits 

18 down Wlth them on these. He can tes tify that be' s ta1ked 

19 to thee aoout lt and they ' ve agreed on lt. 

20 HP. C?.AlR.~AN: Hr. HcGlotbl in. does 1t help with the language 

21 or Par3qraph D t ha t lt does , 1n fac t , compel the Inspect-

~ or to lnsure t hat 20.c 1s complied? I mean , that's the 

n oounda=v tha t he has t o operate in . so the Inspector 

24 wil l have to s ttpulate, s ince this will be a change, the 

~ Lnformatlon tha t he 1s go1ng t o requi re. The showing 

• 
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tha t he ' ll requ.1re for compliance of 20 . c as I read this . 

If th&re's any different reading of that we need to 

discuss 1t for the record. But this 1s a transl.tl.on 

requ1r.1ng t he appll.catl.on to come before the Board as 

we' ve done in the past and he ' s got that kind of data to 

go by to allow the Inspector, at h i s discretion, to 

approve additional we~ls 1.0 accordance with the same 

k~nd of th1ng that we ' ve done in the past. They just 

wouldn 't have to schedule .lt before the Board is the 

ma jor thing I see here. 

HR. EVANS : Absent an objectl.on by a coal owner it would be 

d1ifl.cult for a gas company to drl.ll with all the notice 

prov1s.1ons and 1f there was no objection by the coal 

owner 1mplic1tly you could say that that's consent 

versus an e~~l 1c1t showing that there was ~ssent . That 

I don ' t know about legally , but that 's what it says 

pract l.cally to me. If you d1dn't complain when you bad 

ever opportunity right that means by - - Sl.lence is 

con3ent . t hat yes , l.t's okay s1nce I didn ' t say it 

Wdsn ' t. But that's j ust a s a practl.cal matter. I don't 

know wbc t ner that holds very much water. 

~ .~s. R!GOS : Th1s savs a coal onerator, not a coal owner . so 

~ we're t alkl.ng a bout an operator in active works 1n tb1s 

24 s :ltuatlon Wlth a permit f or active work. 

25 HTL SWARTZ : or plans for n planned mine . 
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HR . EVANS : Rlqht . 

2 HS. HcCLANNAHAN : Another conSlderation is that thl.s m1.ne 

3 development plan 1s on fil e Wl.th the Depa~ment. 

4 MR. CHAIRMAN: Rignt:. And that 's what we've requ1red in the 

5 past . 

6 HS . HcCLANNAHAN : Rlght. 

7 

8 

9 

10 

11 

12 

13 

14 

MR . CKAIRHMl : That's why I was saying rather than gett1.nq 

into all of i t , consistent wi th what we•ve requ1red as 

show1ng the Inspector -- we could assume or stipulate 

that he requ1re t:hat 1nformat1on l n compliance w1tb 20 .c. 

H~. SWARTZ : Whether or not Kevin and I read 7-C the same way, 

there · s no doubt in !!Und that li you delegate the ability 

to the Gas and 011 Inspector to permit additional wells 

under Oakwood I ! that he needs to s atisfy h~self by some 

15 means that: t:hese ad~tional wells are driven by a mine 

16 plans. That ' s che c lear int ent to me of the statute and 

17 l t certaln has been what you all have been focus1ng on 

18 and r ~in~ t nat ' s what Hr . FUlmer needs t o focus on. I 

19 thlM we all agree on that. The question is whether 

~ technlcally he perce1ves or wants to know who l.t's 

21 com1na rrom. That's a call you can leave up to him or 

22 

23 

24 

25 

you can tell hlm what you want . 

HR. MASON : It seems to me- t .hat the r ule that we • ve got here 

s ays that the Gao and 011 I nspectors can autho1·1:e the 

drtl!lnq of more t han one well pursuant to the provisions 

• 
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of 4S.! - 361.20.C. I mean , I th1nk Lnat says it . 

2 HR. EVANS: Th~t ·s wnat that s ectl.on says . 

3 HS. RIGGS: we could add an addit1onal c l ause that says upon 

4 presen~at~on to t he Inspector of evidence of compliance 

5 w1tb sect1on 4S. l - 361 . 20.c which then maybe requ1res some 

6 show1ng -- ev1dentia ry s howing? 

7 ~- MASO~ : If you au: hor1ze an act1on pur suant to a Code 

s sect1on t:hat has requl.rements 1n l.t I woul d t.bl.Jlk you 

9 would have to comply w1t .b it in order to have the 

10 authorltY to do t hat. 

11 MR. McGLOTHLIN : I --

12 HR. MASON : Go ahead. I' m sorry . 

13 Mrt . HCGLOTHLrN: NO. You ' r e Stll l on t hlS. I'm changing the 

14 subJect. 

15 MR . MASON : ! t hl.n l> 1 t pret t:y well deals wi th itself as it is . 

16 I thl.nk that our d1scuss1ons here have g1ven people some 

11 uode~standl.ng of how we pe~ceive c ompl iance Wl.th, but as 

18 t a r as t hlG rule • s concerned I t h l.nk l.t pretty much 

19 !:peaks i or 1~seli. It s ays he can do it and he's got to 

20 co 1 t pursuant to tlas Code section . 

21 HS. ;.(cC:.AtlNArr.AJ•J: ! ::oo a 1 eqal standpoint you may not want t o 

~ =axe some sort ot lnterprcta t lon of t hat outside of the 

23 :.ta-::u-::e. 

24 ~R. MASON: Yeah. 1 t hink if we ao beyond that then we start 

~ OPP•Vlna certa1n def1n 1t1onal aspects of the statute and 



4lt obv1ously 1f ~ere' s some problem w1th the enforcement of 

• 

• 

2 the statute or how the statute is appl1cd that we'll 

3 probabl y near t hat on appeal at some poLnt . 

4 HR. CP~RKAN : Hr. HcGlotbl ln , d1d you have another qUestion? 

5 HR. McGLOTHLIN: Anotoer avenue to travel . If we give the Gas 

s and 011 Inspector the ability t o do this do I foresee a 

7 scenar1o where we have -- t hat the individuals -- the 

8 m1neral owner has l ost hl s appeal or h1s ability to 

9 become a conflicting claimant? Is that a possibil ity? 

tO or for anyoody to become a conflictlng cla1mant? 

t1 MS. RI GGS: Well, you would still have t o have a poolinq order 

12 1£ you had unleased interest withln the un1t . so that 

t3 would stl l l come be fore the Board • 

t4 HR. MASON: And t h1s specif1cally only appl1es in the event of 

15 a force pool1ng. 

t& HR. SWARTZ: Prllllar:. ly 1 thl.nk you' re going t o see it more 

t7 of ten 1.n a voluntary pooling . t hough , because 1n a force 

18 pool lnq we're gotna to be 1n f ront of you all say1ng 

19 we • re go1.n9 t o do t wo wells or we' re qoinq to do three 

~ wells or wnatever . 

21 MR. MASON: Yeah. That's what I meant. 

22 ~~. SWARTZ: ! see them as unr elated issues, Kevin, to res pond 

23 to your ques1aon . Title 1ss ucs and c laims are a poollnQ 

24 1 s sue and this i s s 1mpl y how many wells can you have in 

~ an oakwood unit. I t's a technical. kind o f regulatory 
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what do you need t o do to get a permit. 

2 MS. ~tcCl.ANNAHAN: I n other words, this order doesn • t supercede 

3 a torce pool l.ng orde.r that would have to be entered which 

4 1s where a conflict~ng cl aimant: would appear . 

5 HR. CHAIRMAN : Anythlng further? 

6 HR. FULMER: I JUSt want to mentton t o help Kevin out a little 

7 bl.t, l.rregardless of whether I p ermit another location 

6 in a un1t they still have to go t hrough the scenar1o of 

9 pe rmit:tl.ng the we ll wh1.ch is t he notl.ce criteria wh.lcb 

10 g1ves a confl l ctl.ng 1nterest t o come in . so that is not 

11 dropped in any way as far as permit of tlte wel l. What I · 

12 under s tand here , the Board has give me autbor1zat1on to 

13 

14 

l oca te or the abl.ll t y of r.he operator to locate anotlter 

wel l in a unit. That 's all r see . That has nothing t o 

15 ~o Wlth t he permittlng process. The permit ting process 

16 would tnvolve con£lictinq claims interest -- r oyalty 

11 lOt<:.> rest and so forth. If that helps any. 

18 I~R. CHAIRMAN: ':'he one change I • ve heard so f ar as a reconu:um-

19 dea chana~ of language 1s 1n Paragraph o on Page 4 of 

20 del etlna the t 1rs t s entence. The delete provides that 

21 th~ Vlralnl.a Gas and Oil Inspector may grant well 

n locat1on except1ons . It doesn 't have any application 

23 het·e. Any other change? Any o ther dl.scuss l.on? 

24 Hn. . KASO.N : I :nove we appt:ove t hi s order as amended . 

~ MH. CHAI~MAN: HOtlon to approve os amended . 
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KR. EVANS: Second. 

2 KR. CHA1RHAN : Hot~on and a second. FUrther d1scussion? 

3 All 1n favor s l.qlllfy by sayinq yf!6 . (ALL AFFIRM.) 

4 Opposed say no. ( NONE.) U!.animous approval. 

5 
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2 

3 HR. CHAIRMAN : The nexc ~cem on the agenda is a petition to 

4 force pool by Pocahontas Cos Partnersh~p for the H-4 0 

5 un1~ located 1n the oakwood coalbed Methane Gas Field I 

6 and It , aocket ~umber VGOB- 93/04 /20 -0358. We'd ask the 

7 part1es that w1sh to address the Board ~ th~s matter to 

8 come iorward a t th1s tLme. 

9 HS . HcCLANNAHAN : Elltabet h Kcclannahan for Pocahontas Gas 

10 Partners hlP . 

11 MR. t-tcGLO'rHl.Itl : Excuse lile. Mr. Chairman, could I aslt that 

12 chey speak up a little bit. 

• 13 ~R . FRANKS: J.c . Fl."anlts . agent for several land owners in t he 

14 a r ea. 

15 HR. CHAI~~: Sll tabeth. you ~ay proceed. 

16 MS . HcCLANNAHAN : The f1rst wi tness thot I'd like to call is 

17 Les Arrlngton. we have distributed the exhibit books at 

18 the ~ast hear1ng for N-4 0 and 1£ you 'll remember we were 

19 stopped ln the m1.ddl e o f tlus. Does the Board have their 

~ exhtolts :rolil that? 

21 HR. CHAIRMAN· Yes. 

22 HS. McC:.ANNAHAU: Do you have a copy, Hr. Franks? 

23 K• . fRANl\!': Yes. 

24 HS. HcCL~~N~~N : Les Arrinqton 1s our first witness I'd like 

25 to c'lll . 

• 
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COURT REPORTER: !Swears W1CDess . ) 

2 

3 LBSLIB K. ARRINGTON 

4 a wi t ness who. after hav1nq been duly sworn, was exam1ned and 

5 cestif1ed as follows: 

8 

7 

8 

DIRECT EXAMINATION 

9 8\' HS. MCCLANNJ\HAN: 

10 Q. 

II 

12 A. 

13 

14 o. 
15 

16 A. 

17 (J. 

18 

19 ,, . 

Hr . Arr~nqcon , could you pl ease state your full name and 

address for th~ record? 

Lesl ie K. Arrington , 26 Hounta:Lntop Drive , Pr1nceton, 

West vu·q1nia . 

M~. Arrlngton, could you please 1dent1fy the exhibit 

cha t's CJar k.ed for 1dent1l1Catlon as Exh:Lbit 1? 

Tnat•s cy educac1onal and wor k resume. 

Have you prevlous ly qual1 f1ed as an expert wltness before 

t he Gas and 011 Board? 

Yes, I have. 

20 MS. HcCLI\NNAHA.l>l : Mr. Ch;nrman. I move the lntroduction of 

21 Exh1b1t 1 and subm1t Hr. Arr1nqton a s an expert witness. 

22 MIL CHAIRMAN : 1 t' s accepted. 

23 o. (Ha. Hcclannahan continues.) Hr . Al·rinqton, have you 

~ g1ven noL1ce as r equ1red by V1 ro1n1a Code section 45.1-

~ 361.19 Lo each person or ent1ty 1dentif1ed on Sxhibl t c 
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of che force pooling application? 

vas. 

coul d you 1den~1fy Bxhibl.t 2? 

2 A. 

3 Q . 

4 A. 

5 Q. 

6 A . 

Tha~ ~s che neari nq not1ce mailed ~o each person -- par~y . 

Each par~y l isted on Exhibi t C? 

Yes. i t was . 

7 HS. HcC~UU~ : Hr . c ha1rman , I move the introduction of 

8 Exhibl t 2 . 

9 MR. CHAIRMAN : Any obj ection? Hr . Franks, do you have 

10 ob)ec~1on you s~1pul ate otherw1se? 

11 HR . FRANKS : No . 

12 HR . CHAIRMAN : That 1 s accepted then . 

13 Q. (Hs. McCl annahan con t 1nues .) Hr . Arr1ngton, was this 

14 no~1ce of hear 1ng malled by certif~ed mail, return 

15 rece i pt reques ced t o each of the parties on Exhibit C? 

Yes. 16 A. 

17 Q. And cop1es of those ret ur ned r ecei pts are at Exhibit 3, 

18 1s tha t correc~? 

19 A. Yes. they are. 

20 M!:>. HcCLANNAHAN: Hr . Cha1.rman , I move the intl·oducu.on of 

21 EXl\lblt. 3. 

22 1-(t, . CHAI R!'.AH : 1 : 1 s accepted . 

23 o. 1 Ms . HcCl anna han cont1.m1es . l were there any persons 

24 whose names nnd/ot· address es were unknown at the tl.me of 

~ the t1l1nq of t his appl i cation? 

ao 
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A. 

2 

No. However, we Stlll published in the Virginia Hount

nlneer and Bluet~eld Daily Telegraph on April 1st and 

3 March 26th. 

4 Q. were the proofs of publication previously submitted to 

5 the Soard? 

6 A. 

7 Q. 

8 

Yes. t hey have been . 

What percentnqe of ~e coal r~ghts i n the tracts that 

compr1se the N-40 unit does Pocahontas Gas Partnersh1p 

9 con trol? 

10 A. 94 .975 percent of the Pocahontas ~3 seam and 100 percent 

11 of all coal below t he Tiller seam less tbe Pocahontas •3. 

12 Q. 

13 

14 

15 A. 

16 o. 

17 

18 A . 

19 Q. 

20 

21 

22 A. 

23 o. 

24 A. 

25 Q. 

what percentage of ~e o1l and gas r1ghts in the tracts 

that compr1se the N-40 unit does Pocahontas Gas Partner

shlP cont rol? 

97.878 percent. 

And what percentage of the coalbed methane gas r1gbts 

that compr1s~ the N-40 un1t does PGP control? 

9'1.975 percent. 

Ar~ the unleased owners and the lease bold owner listed 

on Exh1b1t 0 of the N-40 force pool ing application Wlth 

: he1r percentaqes oi ownersh1p 1n the respective tracts? 

Yes. 

Is the 1nformat1on on &xhib1ts C, 0 and E still correct? 

No. 

Have you made appropr1ate changes to t hose e~hlb1ts t o 
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reflect add1t i onal owners? 

2 A . Yes, we have. That' s Exh i b1t 4. 

3 HS. HcCLANNAHAN: Hr . Chairman , I move the 1ntroduction o f 

4 SKhl.bl t ~ . 

5 HR. CHAIRMAN : It's accepted. 

6 Q. (Hs . HcCl annahan continues . ) Are the conflicting 

7 c la lmants whose funds are t o be e s crowed listed on t he 

a rev1sed Exblbit E submitted as a part of Exhib1t 4? 

9 A . 

10 Q. 

11 

12 A. 

Yes. 

Are you reques t 1ng ~~at the Board pool the interest of 

the pa r t1es llsted on rev1sed Exhlbit C? 

Yes. we are. 

13 HS. McCLANNAHAN: Those are al. l tbe questions I have of Hr • 

14 Arrington . I ' d like to cal l Ron wood. 

15 1-("R. CHAIP~~ : Any questtons , members of the Board of Hr . 

16 Arrln~on? 

17 MR. EVANS : What. are the changes so I can take t.hem off on 

18 ExhlblC C. 

19 J.C.R. ARi!!NGTOU: we had some percentage changes. TO be exact I 

20 can't. remember . It.'s a c ouple o f months ago. 

21 Hi!. EVANS: Okay. No problem. 

22 KR . CHAI RMAN: D! d you get an answer? 

23 MR. EVANS: He aa1d he duin' t know. 

24 I!R. ARRING'i'ON: It. I s been n couple of monr.hs bnck when we made 

a ~nose changes. I 'd have to Slt down with the applica-
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tlon . 

2 HS. HcCUU~: But we'll be glad to do that. 

3 HR. CHAIRMAN : Go ahead w1~ your next W1tness. 

4 HS. HcCLANNAHAN: Do you want us t o do that now? 

5 HR . EVANS : Tbat's f tne . 

6 (Wi tness stand.s aside .) 

7 KS. HcCLANNAHAN : Kr . wood needs to be sworn. 

8 COURT REPORTER : (Swears Wltness. ) 

9 

10 RONALD WOOD 

11 a witness who, after hav1ng been duly sworn , was examined and 

12 t es t ifled a s follows : 

13 

14 

15 

16 BV KS . HcCLANNAHAN: 

17 Q. Hr. Wood . would 

18 r ecor ci? 

19 A Ror.ald wood. 

DIRECT EXAMINATION 

you p l e.:sse s tate you r 

20 l,.J Woula you 1aent1ty the exhibit marked 

21 as E:~nll:nt 5? 

22 1\. Tha t 1s my wor k res ume. 

full name for the 

for ldenti fication 

n HS. McCLANNAHAN : Excuse me. Do you all have Hr . wood's 

24 resume as Exh1b1t 5? 

25 MIL rtJLHER: No . 

3l 
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MS. McC~~. we'l l q1ve you one. 

2 HR. CHAIRMAN : £ll=abeen . we have all that. You substituted 

3 

4 

5 

6 

7 

8 

9 

~hose last tlme and we have all that. They have a copy. 

I'o su~e. M~ . Arrlnqtoo, would you g1ve a copy of that 

to Hr. F~anks. please? 

MR. ARRINGTON: Sure. 

HR . CHAIR~~ = I s that a rev1sed copy? 

liR. ARRING'I'Otl: Yes. 

10 

Q. {Ms. HcClanoahan coot1nues.) Does the revised Exhibit 5 

~e : t~ct your work hlstory and qualifications. Hr . Wood? 

11 A. Yes, lt does. 

12 ~s. Mcc~u~: Mr . Cha1rman, ! move the i ntroduction of 

13 Exhlblt 5 . 

1• HR. CHAJ~~= It's accepted. 

15 Q. (Ms. xcclannahan cont~oues.) Have you previousl y 

16 quallfled as an expert w1tness before the Gas and Oil 

11 aoa~d? 

18 A . 

19 Q . 

YeF- . 

~ oeen conceot~at~d? 

Pennsyl vania. New York. west Vlrq1n1a, Virqlnia. 21 A. 

~ Q. 

23 

In you ~ exper i ence 10 obtaloiog l eases iO Virginla are 

you ran111ar wl th the fa i r market value for oil ond gas 

24 l'i!as<> £< and coalbed methane leases 1n the N-40 uni t a1.·ea? 

25 A. ves . 
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Q. What are the fair market value terms for an oil, gas and 

2 coalb~d methane l ease ~n th~s area? 

ss per ac re per year , a one-e1ghth royalty. 

The S5 per ac r e per year , ~s that --

That ' s a rental . 

And t he coalbed methane lease? 

3 A. 

.. Q. 

5 A. 

8 Q. 

7 A. 

8 Q. 

9 

Sl per acre per year r ental, one- eighth royalty. 

Wbat 1s the standar d pr1mary terms fo r oil, gas and 

coalbed met hane leases? 

Ten years. 10 A. 

11 Q . Wlth regard to the unl eased owners that are l f sted on the 

12 N-4 0 unlt force poollng appl1cat1on have you contacted 

13 t hem or tried to contact them to obtai n a lease? 

Yes, we have . 14 A . 

15 Q . Wlth regard to these lease hold owners and unleased 

18 owners we t·e you able to come t o an agreement wi th them? 

17 A . 

18 Q. 

Not at t h ls tlme. 

By what method d1d you cont ac t each of them? 

19 A. Either verbal and/ or certi f ied mai l. 

~ HR. CHAI~~ : Hr. wood , would you speak up j ust a little b i t, 

21 pleas<?. Th i s fan 1s roaring back here . Kevin and I a.re 

~ los1ng some of our nearing , t oo. 

~ HS. HcCLA.miAHAN: Those are al l t he questions I have for Hr. 

24 wood . 

~ HR. CHAJ RHAN : Questions, members of the Board? 
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(Witness stands aside . ) 

2 KR . CHAIRMAN : You may cal l your nen witness . 

3 MS . Hc:CLANNAHAN : Randy Albert . 

4 COURT REPORTER : (Swear s witness. ) 

5 

8 RANDALL ALBERT 

7 a witness who , after having been duly sworn , was exaJ:al.Ded and 

a tes tif led aa follows : 

9 

10 

11 

DIRECT SXAH~NATION 

12 8V HS. Hc:CLANNAHAN : 

13 Q. Hr . Al bert . would you please ident:lfY the exhibit 

14 ident1fled as EX111blt 6? 

15 A. Exhl.blC 6 1.s my work hi story resume . 

16 Q. Does t hat a lso 1nc:lude your educ:atl.onal background? 

17 A. Yes, 1.t does . 

18 HS. Hc:CLANNAHAN: Hr. Cha1rman , I move the 1n t roduction of 

19 EXblbl.t 6. 

20 HR. CHAIRMAN : It. ' s admltt ed. 

21 o. 
22 

23 

24 A. 

25 Q. 

l ~s . Hc:Clannahan conc.1nues. ) Have you previ ously 

quallf1ed as an expe r t Wl.tness before the Gas and Oil 

Board? 

Yes. I have. 

Has a dr11l 1nq permit been prev1ously refused to POP on 
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2 A. 

3 o. 
4 A. 

5 

any of t.he tracts that comprise this un1t? 

No. lt has not. 

Have any well work perm1ts been issued for the N-40 unl.t? 

Yes. There have been t.wo per~:~1ts 1ssued for wells 608 

and 611 as permlt numbers 2304 and 2185 for coalbed 

a met.hane wells. 

7 o. 
8 

Have you rece1ved any wrl.tt.en res ponses from the owners 

of the tracts Wl thin tl1e unit to the force pooll.nQ 

9 a ppl icat lon? 

10 A. 

11 Q. 

12 A. 

13 Q • 

14 

15 A. 

16 Q. 

17 

No, we have not . 

That 's true except t.1l l today , is that correct? 

That. 1s corr ect. . 

And you received a response f rom Hr. Franlts at. thl.s 

part1cular hear1ng? 

Yes. 

Please 1dent1fy the exhlbl.t ma.rlted for identi fl.cation as 

EXh lblt 7. 

18 

19 

20 

A. :::~hlblt 1 1 s .Exhlblt B- 1 :rom the N-40 application. 

~s. HcCLANNAHAN: Hr . Cha1rman, I move the introduction of 

21 

22 

23 

24 

EXhlbl t. 7. 

Hrt . CHAlRHAN: It's admlt. ted. 

o. lHs. McClannahan contlnues.) Does the unit follow the 

boundary 11nes o f the Hurricane Branch Extens1on 80 acre 

un1t d~s1qnated as N- 407 

25 A. Yea, lt does . 

ll 
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Q. Does the plat attached to the force pooling appl1cation 

2 f1led by PGP i ndicate the area within which the wells 

3 will be drilled on t he N-40 un1t? 

4 A. 

5 Q. 

Yes. 1t does . 

Does t he dr1111nq un1t embrace two or more separately 

8 owned tracts ? 

7 A . 

8 Q. 

Yes , lt does. 

Are the costs and expenses for the we~ls set fo~b on 

9 detalled well esumates attached t o the force pooling 

10 appl1cation as Exhibits H and I? 

11 A. 

12 Q. 

13 

14 A. 

15 Q. 

16 

17 A . 

18 

19 Q . 

20 

21 A.. 

22 Q. 

23 

24 A . 

25 () . 

Yes, they are . 

Do t hese exhibits r eflect the cost s of driLl10g the wells 

to total depth and completed for product1on cos ts? 

Yes , they do. 

Generally r j l d you please explain you calc~ated t he 

costs thnt are shown on the owss? 

The drilling costs are actual . The completion costs are 

estimated. 

Ar e you reques t1nq t hat PGP be designated as well 

op~rator author1zed to opera te the N-40 unit? 

Yes. we are. 

Ar e you requt.>ot1ng the rellef souQht 10 Paraqra,ph 4 of 

t h'!! appl1cat1on? 

Yes. we arP. 

Ar~ you askinq that the Board approve the addltion well 
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2 

for s ru::e as shown on Exh1blt 8-1 in that location on tbe 

N-40 force poo l 1n9 application? 

3 A. Yes, "'-e are. 

• HS . HcCLANNJWAN : Those ere all tbe queatl.ons I have for Hr . 

5 i\lber t. . 

6 HR. CHAIRMAN : Mr . Al.bert. , are all the costs still the sue as 

7 shown on your exhlbl.t.? 

8 HR. ALBERT: Yes, s.1r. 

9 HR . CHAI R.'<i\N: No changes s l.Dce the l as t --

10 HR . ALBERT: No chan9es since the previous heari.nq . 

11 ~. CHA~R.'tAN : Any ot her ques t1ons of Hr . Albert? 

12 HR. MASON: Hr . Albert., are you rcquestinq the Board that we 

13 allocate the cost.S of both of thes e wells to the unit.'l 

1o1 I".R . ALSSRT: Yes , Hr. Mason, r am . 

15 HR . MASON: Why? 

16 MS . McCLANNAHAN : Hr . Hor gan 18 here to testify and he's 

17 <1c tually 111\' next Wl t.ness. so could we have him answer 

18 thos e quest.1ons? 

19 HR. MASON: Cer tal nly . 

20 COURT REPORTER : (SWears Wl t ness.) 

21 

22 CLAUD& HORGAN 

~ 3 w1t.ness who, a!t.er hav1nQ been duly sworn, was eMamined and 

~ testlfted as rollow~: 

25 
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DIRECT EXAMINATION 

2 

3 BY HS. HcCLANNAHAN: 

4 Q. Hr. Horgan, could you please s tate your full name f or the 

5 record? 

8 A. 

7 Q. 

8 

9 A. 

10 Q . 

Claude Dale Horgan. 

Kr . Horgan . is &xlubi t: 8 which Mr. Arrington is banding 

t:o you a copy of your resume? 

Yes, it: is. 

And does th is resume reflect your educational background, 

11 work hlstory . and qua lificat ions? 

12 A. Yes, i t: does. 

13 HS. HcCLANNARAN : Hr. Cha1rman. I move the introduction of 

14 El<hlbl t: 8. 

15 XR. CHAl RMAN : Old you ge t a copy , Hr . Franks? 

16 HR . FRANKS : Yes . 

17 HR. HORGAN : E>tcuse me . Ther e is one correction. I have i t 

18 ther e t w1ce. our manaqer ot gas proJ ects i s Consol, Inc . 

19 not consol1dat1on coal company. 

~ HR. CHA:RHAN : If there are no obJections it's admitted . 

21 o. IMG. HcClannahan cont inues.) Hr. Horgan , have you 

22 prev1ous ty qual1f1ed as an expert wit:ness before the Gas 

~ ~nd 01 1 Boa rd? 

24 A ves , I hove. 

~ Mt . MASON: Aok Ho . Hcclannohon - - she' s offerinQ Hr. Horoan 



• 

• 

• 

as an exper~ Wl~ness in what regard? 

2 HS . McCLANNAHAN . In ~in1ng engineer1ng and management of 

3 coalbed methane gas proJects . 

4 HR. MASON : Thank you. 

5 

8 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

o. 

A. 

Q. 

A. 

(Ms. HcCl annahan contJ.nues.) With regard to the costs 

~bat are lJ.s~ed on the OWEs ~hat Randy Albert bas 

descnbed and s ubmitted for the wells 1n the N-4 0 unit 

bow do you propose to allocate the cost s among the owners 

1n the un1t? 

on a net m1nera l acre basis. 

Mr. Morgan , could you please J.dentl fY what' s been marked 

as EY.hlb1 t 9 ? 

Th l s 1s a mJ.ne plan f or reserve coal propert1es proposed 

Hltrr lcone Branch mJ.nJ.ng opera~ion w1.th the N-40 unit 

overlay1ng and hlghllght ed and the wells 608 and 611 

shown 1n the unit. 

11 HS. !icCL.ANNAHAN : Hr . cnalnnan , I move the introductl.on of 

IB E..thlblt 9. 

19 HR. FULMER: lf they ' re referring t o thi s one , here 1.s EXhibit 

20 e that ~ht' Y subm!~ted at the last hear1ng . 

21 HR. c~~l~~~. Well. what happens her e -- that ' s why 1 was 

22 qo1ng •o OSI( her t o clari f y t:he introduction of the 

23 P>:nJ.blt. You 1nsertt'd Mr. Morgan ' s res ume as SKlllbJ.t 8 

24 wh 1ch 1s pz·obnbl y -- now you ' ve changod th is t o 'Exhi bi t 9 

25 and you n .1d an Exhibit 9 before wlt1oh would now be 
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Bxhlbit 10, I presume. 

2 HS. HcCLANNAHAN : Oh, 1n the previous hearinq. Okay. 

3 KR . FULMER : Hr. Horqan•s would be Exhibit 10 . 

4 HS. HcCLANNAHAN : Okay. I apologize . 

5 HR . CHAIRMAN : So th1s would be &xh1b1t 10? 

6 HR. F:VANS : Claude's resume is 10. This remains a as before. 

7 HR. CHAIRMAN : The other exhibits would remain the same that 

a way. 

9 MS. HcCLANNAHAN: Okay. All right. 

10 HR. CHA~~JU~ : I s everybody w1th me? Hr. Franks, do you 

11 understand what we ' re doing? Hr . Horgan' s resume would 

12 be EXhiblt 10 since we already had 1 through 9 before . 

13 HR . FRANKS: Oltay . 

14 HR. CP~IRKAN : I t's adm1tted. Is it uncnanqed? 

15 MS. HcCLAifflAHAN: Yes. lt's unchanged . For t he benefit of Hr . 

16 Horgan s1nce ne wasn't at the las t heari ng we probably 

17 shou ld s how hl.m old Exhibit 9? 

18 KR. CHAIRMAN: Uh- huh . 

19 HS. HcCLANriAHAN : we do have a more c lear p1cture of Exhibit 

20 9. so we snould submit that at th1 s t ime , I think, as 

21 Exn1b1 t 11. 

22 offi. CHAIRMAN : Oltay . 

23 IJ. 

24 

!Ms. Hcclannahan contlnues .) Hr. Horgan, could you 

pleass explain to the Board what is depicted on Exhibits 

25 9 and 11? 
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A. 

2 

Exh1bl t 9 1s a reproduction of some information in an 

exhiblt: tha t was presented bY or. Wilson during the 

3 oakwood r hear1ngs. It is a model that is showing 

4 cumulatlve methane production Wl.th different spacings of 

5 wel ls between anywhere from 20 acres up to 320 acre 

& spacLOg . I've used th1s model to show what the produc-

7 tion woul d be from two wells which would be at the 40 

8 acre spac1ng and from -- well, this one doesn't apply to 

9 

10 Q. 

three wells . For t wo wells from a 40 acre spacing. 

would the add1t1onal well in the N-40 unit result in 

11 i ncr eased product1on? 

12 i\. 

13 Q • 

14 

15 A . 

Yes , !t would. 

And can you expla1n what the increased production would 

be based on the charts that are at Exblbits 9 and 11? 

Exh ibit 11 -- I t ook Exh1b1t 9 and the information 

16 contn1ned on Exh1b1t 9 and I changed it to an 80 acre 

17 un it produc t1on . Exhiblt 9 was done on 320 acres and 1 

18 chanqed l t t o produc t l on trom 80 acres and then pullinq 

19 t he data o t f of t he Exhlhlt 9 and r e-plotting it for a 

~ onP, t wo and three wel l per 80 acr e spac1.ng. Exhibit ll 

21 w1ll snow tne cum~latlve product~on by year or a one, 

~ Lwo dna t hree wel l scenar1o 1n 80 acres. 

23 Q. 

24 

For purpos?s o f t he N-40 unlts ther e are two wells 

l or.a t "d 1n the un1t . so t he dif ference in production 

~ woul d be the di fference between the green line and the 

u 
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2 A. 

3 Q . 

line des1gna t ed i n red? 

Tha t lS t.rue . 

can you explain to the Board what the purpose of the two 

4 locat1ons -- t.he particular locations of the two wells in 

5 t he N-40 uni t? 

6 A. These wel l s were located so that they would facilitate 

7 degasi f1cat1on of these lonqwall panels as projected by 

8 reserved coal properties within a fairly short t1me 

9 f rame . The l ocations were also dictated by topography. 

10 If you'll look at well 608, it is located in the middle 

11 of a l ongwa11 panel . It is i n steep topoqrapby, but 

12 

13 

14 

there was an existlng bench at that location that was 

uttlized f or that well. The same with 611 . 611 is 

located i n the middle of a panel and it' s located on t~e 

15 end of an ex1s t 1ng str1p bench. 

16 Q. 

17 

Is 1 t your propos al that t he royalty owne r s that are 

con ta1ned W1th1n t he N-40 un1t and llst ed on Exhibit c of 

18 the for ce pool 1nc appli cation would be paid for ~s 

19 addl tlona l produc t ion as shown on Exhibit 11? 

20 A . Yes. 

21 HS . HcCLANNAHAN : Those are all the questions I have of Hr. 

~ Mor gan. 

23 H?. CHA1Rl-'.AN: Questlons. members of the Board? 

24 MR. EVANS: Yes . on &xhiblt 8 t he outlined area shows two 

~ blackened 1n c1 r c l es , 611 and 608. I mmediately south on 
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ehe cap 60~ and eo ehe souehease, I quess , 604, 603 or 

2 683 I' m not sure -- are chose wells dril~ed? 

3 MR. HORGAN : ves , ehey are. 

• MR . EVANS: And my copy is prettY much -- in the panel that 

5 contal.ns well 608 how many wells do you propose? I e 

6 appears that there are two in that panel? 

7 HR . HORGAN : we norcally would put three wells in that panel. 

8 You ' ll see the area there that shows a fairl y frat 

9 cha t 1s Jewell Rldge 's refuge area and I cannot--

10 HP. . EVANS : I was go1ng t o say, the refuge has kept you from 

11 punchmg anoehe r hole i nto that panel? 

12 HR. HORGAN: Rl gh t. 

13 HR. EVANS : OKay. I was making sure whae I was looking ae 

14 here. 

15 HR . CHAIRMAN: Other ques tions ? Hr. Fran.ks, did you have any 

16 questl.ons of thlS w1tness? 

17 ~. FRANKS: NO. 

18 HR. MASON: How l ong do you expect these wells to be produc-

19 1nq? 

20 MR. H•)RGAN : s a sed on the plan thae we have i n place now, Hr. 

21 Mason, t l\ese wel ls should have about an eight year l1fe. 

~ H~ . MASON: Do you know what t he d1fference i n the actual 

~ dollar amount of production that's expected over that 

24 e1ght year l1fe between hav1ng one well and two well is? 

~ MR. MORGAN : on present value or t otal dollar amount --



• HR. MASON: Sl.ther that or JUSt dollar amount. (Pause.) 

2 Maybe I should put my question in a different way. I~ 

3 you look at t hls graph on EXhibit 11, at the end of eight 

4 years Wlth one well 1t shows about -- somewhere around. 

5 what would you say , 4 , 4 00 and what? 

6 HR. HORGAN: (Pause . ! About 425. 

7 HR. MASON: Yeah. In the sat:~e period of time .you would expect 

·-8 to have Sl~ --

9 HR . HORGAN: 640. right. 

tO HR. MASON: Which would be an i ncrease of about 200? 

tt HR . HORGAN : Roughly 55 percent . 

12 HR. MASON: Do you know what that difference translates into 

13 1n terms of dol lars? • 14 HR. HORGAN: on a present worth basis i t translates to about a 

15 50 percent increase in present worth . 

10 HR. MASON : But you don 't know what that l.G 1.n dollars? What 

17 I'm try1ng to get to 1s like we're lookl.ng a t an addit-

18 ional cost allocation of approxJ.mately S220,000 and what 

19 I ' m trying to get at 1s -- I mean, is that justifiable in 

~ t erms of t he amount of money that you're going to 

21 collect? 

~ HS. HcC~~AHAN : He has c alculations. s o 1 think he jus t 

23 neeas a aunu te t o come up w1 th the number you • re look1n9 

24 for . 

25 HR. MORGAN : Fon .unately I had not looked at that partioulat' 

• 



~ un1t and my cal culatlons were for a seven year and a ten 

2 yea r l tfe and I ' ve got to do some matriculation for you . 

3 HR . HASON: Have you done others w~th seven and ten, is that 

4 what you ' re s aying? 

5 HR . HORGAN : Yes , I have . 

6 HR. MASON: Why don't you just g.1ve me the seven? 

7 KR. HORGAN: Pr esent value of two wells on a seven year life 

8 bas ed on thts product1on s cenario is 5391,000. That is 

9 pretext. The present val ue of one well f o r that seven 

10 year ltfe is 5266 ,500. 

11 MR . HAS ON: we • r e t al Jung about an increase i n income of 

12 r oughly 5 130,000? 

13 HR. HORGAll : That · s r1ght given parameters and development . I • 14 mean , they're r elatl ve. I used the same parameters for 

15 both and obviously they can fluctuate W.ltb the pr1ce. 

16 Tbat was us 1ng a proj ected pr1ce that was be~g projected 

17 1n January and escal ating 4 percent per year, escalating 

18 expenses Q p~rcen t per year. 

19 KR. KASOU: Well . : unders t and that all thls i s subject to all 

~ x1nas of economi c t ndicator s or varlables . see. what I'm 

21 t roubl ed by 1s t hat we ' re tal king about a wel l cost of 

~ approxtma t ely - - depending on whtch one of these wells 

~ you look at. one of them is 216 and one is 248. The 

24 cor.t 1ncre~se -- .1 ! you took the more eXpensive well it's 

a $~4 8,000 and a aross increase in income Sl30, 000, that -

~ 
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16 

17 

18 
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• 

HR. HORGAN: Hr . Hason, I'll save us bo~h some time. I know 

where you're coming from. These present values I did at 

your request after the last bearinqs. 

HR. HAS ON : Right. 

HR. HORGAN: I'd be prepared at t his time to propose that we 

qo w1tb the cost of 1.5 wells as opposed to the ~wo which 

Hr. Albert had previously spoken of. 

HR. HASON: Which 1s roughly ~he same ratio 

HR. HORGAN : Which 1s roughly ~he same ra~io as the dollars of 

income . 

HR . HASON : I have no objec~ion to the cos ts. I understand if 

t hey get more money faster there's an econom1c value and 

that t hat should bear the burden of whatever 1t took to 

produce it . And as long as there's some reasonable 

re l at1on -- I feel l1ke -- sometimes I feel like I'm 

always aga1nst things, but it's lixe -- I JUSt feel Llke 

that we have an obl1qat1on to -- partlcularly in terms of 

th~ fact t hat we have put so much emphasis since we' ve 

been ex1stence on the s1~e of the units and the cost per 

un lL tha t lf we penal1:e essentlally people in one of 

th~~~ un1ts to where the1r burden of cost per dollar 

ear ned is much greater than someone else -- if we could 

work thls out so that s cenario is rouohly equivalent then 

l thtni: we've dlschat·ged our duty and I 'm VOlJ' comfort

<'lb1o with that, 
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MR . HORGAN : I would be wi lling to put that forth as an 

2 amendment to ou~ force pooling, that we go with one and a 

3 half t imes the cost of the average cost of the two 

4 wells as subm~tted as the cos t to be allocated. 

5 MR. MASON: That certainly would sat isfy my fee11ngs about it. 

6 HR . CHAIRMAN: AnY other questions? 

7 MR . MASON: 

8 HR. EVANS : 

That seems almost too easy . 

In looking at th1s this seems to suggest that --

9 what is the maximum that you -- had you not requested two 

10 we lls, what r eserves are a l l ocated to an 80 acre unit? 

11 MR. HORGJU<I: Again, t his is a production scenario and I • m 

12 

13 

14 

15 

rely1ng on this product1on scenar1o because this is a new 

animal 1n that w~ ar~ do1ng multi ple seam st1mulations 

over here. we' re st1mulat1ng zones that we have not done 

befo~e and that Hr. W1lson looked at in h1S production 

16 scena~lo over here . so we ' ve rel1ed on this to do that. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

we do not have a his tory to build on ourselves for three 

and four zones of production and using the upper seams. 

Ostng t h l.S scena~ 1o one well will drain economicallY for 

twent y y~ars 1f you have ~enty years for it t o dra1n. 

TWo wells ur:nng the parameters which l said I used there 

lUSt a llttle wlule aqo would dral.n econom1cally under my 

evalunt.l.on here £or tught year s at which .time the cost of 

operat.l.ng the w~ll starts comi ng toge t her wl th the cost 

o f: the product i on . They otlll. pr oduce Qas • 
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HR . EVANS: Poss~bly I'c readinq this wronq , but it appears to 

2 me that -- what th1s says to me 1s that the total 

3 reserves recoverable £roc any particular 80 acr@ unit 1s 

4 mor e Wlth - - or markedly more with two wells as opposed 

5 to one flrst off --

e HR. MORGAN: That 18 true. 

7 HR. &VANS : -- and I don't understand i f it 's only economical 

8 w1th one well over a twenty year life how it becomes 

9 economical to dr1ll t wo wells on a shorter life. You've 

10 only qot - -

11 HR . HORGAN: No, you m1sunderstood. I did not say it was only 

12 econom1cal for one well with a t wenty year life. I said 

13 

14 

one well would rema1n econom~cal under these pro)ections 

for t wenty years. In other words . econom1cal to operate. 

15 The cos t of operat1on does not 

16 HR. £VAliS: Does that 1mply that at some 1nterval lonqer than 

17 twenty years that that is the cut - off? That's what I'a 

18 asltlnCl you. I s --

19 MR . HORGAN: Und~r the production scenario that was worlted up 

~ from Hr. Wllson's model t wenty years was the time when 

21 the Pconomlca l llfe came together with the production 

22 from t he we ll. I dld not run 1t out to twenty years to 

23 tcoa t h1s t hf'ory on it. I only ran mine to llon years. 

~ HS. HcCw~~NAHAN: Hr . Evans, 1 think the po1nt that Mr . Horgan 

25 1a mnltinq lG that he took the oakwood I t estimony which 

!lO 



• the Board has accepted and used that as hard -- he used 

• 

• 

2 that as h~s beg1nn1ng point for th1s part~cular model 

3 without quest1oning Hr. Wilson's projections because 

4 those have al ready been accepted by the Board and t~at is 

5 what t he Board has based all of the Oakwood I, ~akwood rr 

6 units on . So we didn't want to revisi t that issue. 

7 HR. EVANS: And I don't blame you. That's why I was asking :if 

a that' s what thin 1s doing is pushing back and revisiting 

9 t hat 1ssue again and s aying something di£ferent than 

10 HR. MORGAN : If you throw cost out the window, in other 

11 words , if PGP doesn 't have to make a profit or nobody 

12 else has to make a profi t you will recover siqnificanUy 

13 

14 

15 

more gas Wlth t wo wells than you will with one but you 

won ' t do it 1n the latter years economically. That's 

essentlal ly wha t l t says. When you get to overall 

16 recovery Wlth the projections your two wells will recover 

17 a ll~tl e b1t more gas econom1cally, but i t's so close 

18 lt's almost the same on an economic basis. 

19 HR. £VANS: so you' re a t the point of d1min1shing returns real 

20 qu1ck? 

21 '1R. MORGAN : R1qhc. 

~ MR. MASON: Bu c you also technically should get an economic 

23 dnve from the fact that your operati nq cost.s are 

24 compacted over a shorter period of t1me and your gross 

~ revenues 1n relac ion t o your monthly operatinq costs a~e 

S\ 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

-- the rat~o is lower because -- in other words, if 
' 

you've Qot a ssoo a month operatLnq well cost and that 's 

stretched over t wenty years and if you reduce to eight 

years and get the s ame amount of gross dollars obviously 

you' re QOinq to get a better economics unl.t . I would 

thlnk that the economy of this -- the two primary 

factors are the t~e value of money pl us the reduction in 

operat1ng costs versus gross dollars. Is that 

KR . HORGAN : That • s right because a"fter a period of time the 

operating cost on a well becomes fairly f1xed. 

HR . MASON: Right. 

HR . HORGAN: And production continues to decline. 

MR. MASON: Exactly. so that intersection is brouqht. closer 

i n . 

15 HR. CHA.IRHAU : Other quest1ons? 

16 HR . McGLOTHLIN: Hr . Horgan , for clariflcat ion on my part on 

17 your f1gures of 391 for two wells, are those net fiqures? 

18 Gro6s :1qures o r net f1gures? 

19 HR. HORGAll : Tnose are pretext marg1ns based on a price f or 

20 the qas as was forecasted by - - I thinll it was Nymex or 

21 some s1m1lar recoqn1zed outflt 1n January of this year 

~ escal a t ed 4 percent per year subt racting normal operating 

~ costs -- pretext . 

24 HH. McGLOTHLIN : so it' s net before taxes . 

25 I!R. HORGAN : Right . 
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HR. MASON: This whole process can be called creeping un1t1za-

2 c1on 1f you look at what we 're do1ng . 

3 HR . HORGAN : we wanced co Jump there . we d i dn't want to 

4 

5 

creep. 

HR . CHA I lt'iAN : 

Ha, ha. 

Clearly t hat 's where we're beaded. 

6 HR. MASON: It r eall y l S. 

7 HR. CHAI RMAN: Clearly . Hr . Franks, do you have anythinQ you 

8 w1sb to address t he Board with? Excuse me just one 

9 second. Hr . Evans? 

10 MR. EVANS: I do have one questi on . Refresh my memory. I 

11 hove mine pro)ect~ons he r e. What's the timing on those? 

12 HR. HORGAN: TlmlDg? 

13 HR . EVANS: Yean. I' ve qot lines on the map • 

14 HR. H.ORGA:•.:: That's what I spoke to there. our t1m1ng as 

15 presented now 1s the firs t panel would be about a sL~ 

16 year l1£e to about a ten ye ar life up about where the 

17 well 620 is. 

18 HR. EVANS: And as far as the mi nlng proj ec t1ons go , bow solid 

19 ore those? Do you have 

~ MR. HORGAN : The m1ne 1s noc 1n place . Those are our pro]ec-

21 tlon~ At thlS t lme. They a re SUbJCCC tO change ObVlOUB-

n ly . That is a s tab at them at this point . 

~ HR. EVANS: Havo these been f1led -- h~s a perm1 t been applied 

24 !or? 

~ HR. HORGAN: V~s . 
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HR. SVANSt Wi th these proJects as shown to the DHLR? 

2 HR . HORGAN: Yes . Not approved yet . 

3 HR. EVANS: Pardon me? 

4 HR . HORGAN: Not approved yet . obviously from the econoaics 

5 here . if we weren' t planning to mine this i n the near 

8 t erm we would not be drilling this close. I mean, our 

7 own econom1cs here would show t hat you don't dr~l one 

a and a half wells worth of gas with two wells 1£ we 

9 weren • t pl anni ng to tu.ne in there in a nea.r term. 

tO HR. CHA1RMAN: AnYthing further, meDibers of the Board? 

n (Witness stands aside.) 

12 HR. FRANKS : I have an update to the documents that I handed 

13 out at the prev1ous hearing. the package of data I gave 

14 you concern1ng all of the 1nterest of wh1ch I am in-

IS volved. There has been some changes made and I thought 

16 I 'd g1ve you the update . 

17 H1L CHAIRMAN : Thank you . (Pause.) 

18 MR. FRANKS: Al l I ' ve done here i s update some 1nformati on 

t9 t hM t I've recetved from Pocahontas Gas after the previous 

~ meetlng. And t £ound thnt I had not deleted a small 

21 Dquclre 1n one of t:he trac t s that was involved at N-40. I 

n r ed1d my numbers there. And R-40 wells are now ~ncluded 

~ ~he R-40 pool . Previ ously I deleted that. I included 

24 1 t 1n my numbers. on sheet two the totals include R-40 

25 but. I did not: i nclude t:he tot als of my acreage. They are 
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2 

w1~h1n one or ewo acr es of the total Pocahontas Gas -- or 

the pool. But when you look a t the 80 acre diameter 

3 r eadlnqs as I qave before t he d1fferences 1n the percent-

4 ege equ1valence of we l l reduced (rom 78 t o 6Q. s o the 

5 pe1·centages have come t ogether but :it s till 1an • t 

6 complete. HY l ase seatement is -- there was aoae 

7 d1scussion as to what may or may not be done about the 

8 d1spa1ragence 1..n ehe number s before and I did.n • t ltnow if 

9 any cons1derat1on had been taken t o that And I 'o s t ill 

10 interested 1n 1e. 

11 HR. CHAIRMAN : Elizabeth, do you want to address that beqlnn-

12 1ng io h~s l ast paragr aph at t he las t questlon? 

13 HS. McCLANNAHAN : ! believe the Soar d made a decis1on to 

14 approve those applicaei ons as they were submitted . s o we 

15 were not under ehe 1mpress ion that we were in a posit1on 

16 t o do anytblnq because we ' re sub)ect t o whatever the 

17 Board's order 1s for those for ce poolinqs . 

18 MR. CHAIRMAN: oo you have anyt h1ng further , Kr . Franks? 

19 HR . FRANKS: wel l, I would r equest ~hat the Soard attempt to 

20 maY.~ an adJUStment of some s or t ~hat miqht equali:e t hJ.s 

21 a llttle better. But I don ' t know what t hat would be 

~ bec~use. as you stated be for e. 1t does qet 1nvo\ved in 

~ oth~r pool1ngs and other property . I belleve it was 

24 sLated by Pocuhontns Gas l ast t1me that they wore will lnq 

~ to cons 1der anyt hing the Board would petQit • 



• HS. HcCLANNAHAN : That's correct. 

2 HR . CHAIRKAtl: I think it bolls down to, Hr . Franks , is that 

3 we need more of a showLOg, I quess, by you or whomever on 

4 clarlftcatlon of the numbers or reconc1l1ation of the 

5 nucbers. Essential ly what the Board approved was a 

6 presenta tion by Pocahontas Gas that your challenge we 

7 d~dn't feel met the test of caus1ng a change in the 

8 f1qures . I'm ask1ng t he Boar d if you concur with that or 

9 not. What we had to have -- in other words, the burden 

10 of proof 1s on you to show that those f1gures were in 

11 error. we didn't have enough information to make that 

12 det ernanat;;lon. 

• 13 HP. FRANKS: I dldn't;; say the1r figures were 1n error • 

14 HiL CHAIRMAN: Well , I thlDk that was the problem. It was 

15 just a maLt;;er of how do we reconclle . Llke you say, some 

16 or tnose -- for lack of a better word -- odd shaped plats 

17 o! land 1n there w1 th1n the un1 ts. 

18 HR . FRNIKS: It was the expected bleeding of the areas and I 

19 don't th1n~ there was any 8l"qument anywhere about that 

~ cons i deratlon. It;; does appear that there w1ll definltely 

21 be ,, conG 1dcrab le dr<nnlng of gas from properties other 

~ than tne pool 1n whtch lt's patd. 

~ HR . CHAI RMAN : l thlnk what;; you did is very eloquently and 

2-t 9roph1cnlly deptcted for t he Board things we need to be 

25 on the l ool: ou t for as wto have proven fields so that any 

• 
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future modifications could be considered. I don ' t think 

2 we have the facts and figures at this present time to 

3 arr i ve at those reconciliations . We're open to any 

« suggestions on how we might do that, but until some 

5 productl.on ll.fe gets l.nto 

6 HR. FRANKS: That' s what I was going to say . The only time 

7 anyone Wl.ll know with certainty or have a true, positive 

8 back- up LS aft er the fact and at that point it's a l i t tle 

9 late t o do the balancl.nq. 

10 HR. Cil.A!RMAN : I understand that. Anything furthe.r? 

11 MS. HcCLANl.mHAN: Just as a pol.Dt of clarl.fication, the 

12 rev1.s1ons that you've listed on this ~xhlbit that you 

13 

14 

presented , Hr . Franks, are revl.sions to your attachment 

A, l.S that r l.qht? 

15 HR. FRANKS: That ' s correct. 

16 HS. McC~: Okay. 

17 HR. CF~IRHAN : Anything further? What's your pleasure. 

18 HR . McGLOTHLIN: I move that we accept the application as 

19 nmended by PGP . 

20 HR . MASON: Ht· . Chai rman. I second that with considerable 

21 pleasure . 

~ HR . CHAlRMAN : A motion and s econd. Further discussion? 

23 .!f_no t all l.n f avor signl.fy by uyino yes. (ALL A.FFIRH.) 

24 Oppos~d say no. (NONE.) It's unanimous. Let ' s take a 

~ t lve m1nuLe break . 
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2 

3 

4 

5 

HR. CHAI~J : The nexc 1cem on the agenda is a pet1tion for 

force pooling by Pocahontas Gas Partnership for the 0-41 

un1t . This 1s docket number VGOB-93/04/20-0362 continued 

6 from Hay . we would ask the part~es that wish co address 

7 the Board co coce forward at th1s time. 

8 MS. McCLANNAHAN : Elizabe th HcClannahan f or Pocahontas Gas 

9 Partnership. 

10 HR. FRANKS : J.C . Franks for landowners. 

11 MR. CrlAIRMAN : You may proceed. 

12 HS . McCLANNAHAN: The f1rst w1tness I'd like t o cal~ is Les 

13 ArTl.nqton . 

14 HR. CHAIRMAN: We ' ll J USt stipulate that they've been prev-

15 J.ously s worn and that their resumes have been accepted by 

16 the Board. 

11 HS. HcCLANNAHAN : And that they 're a~l submitted as expert 

18 wl. tnesses? 

19 HR. CHA!RHAN: They have all been accepted. 

20 

21 LESLIE K. ARR~NGTON 

~ a Wltn~ss who, after hav1ng been previously sworn, was 

n e ~ao1ned and testlf1ed as follows : 

24 

25 
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DIRECT EXAMINATION 

2 

3 BY HS . HcCLANNAHAN: 

4 Q. Hr. Arrtnqton . have you qiven notice as required by 

5 v~rq1n1a cod~ sect ion 45.1-351.19 to each person or 

6 e nttty 1dent1f1ed on Exhiblt c of the force pooling 

7 appl1cat1on? 

Yes, we have. 

And 1s that hearing not~ce at Exhibit 2? 

Yes, lt i s. 

6 A . 

9 Q. 

10 A. 

II Q. 

12 

was t h is not1ce of heartnq mailed to the parties listed 

on Exhlbit C? 

13 A . 

14 Q. 

'l as, 1: was • 

sy certtfte d ma11, ret urn receipt requested? 

15 A. Yes. 

16 MS. HcCWUfl~AHAN : Mr. Cha1rman, I move the introduction of 

17 &xhili lt: 2. 

18 MR. CHAIIU·!AN: It:'& admitted. 

19 o. 1 Me. McClannahau cont:lnues. ) Are the copies of return 

20 

21 

22 

23 

24 

25 

rece:pt:s whtch you recetved tdentified as Exhibit 3? 

A. Yes. 

HS. HcCLANNAHAN: Hr . Chai rman , I move the tntroduction of 

Exhlblt 3. 

MR. CHAIRMAN: I t 's admltted. 

o. (Mfl. McCl a nnuhan cor1t1nues.) We re there any persons 

60 
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2 A. 

3 

whose names and/ or addresses were unknown? 

No. However. we s t ill published in tbe Virginia Mount

a inee r and Bl uefleld Dall y Telegraph on April 1st and 

4 Mar ch 26 th. 

5 Q. 

6 A. 

7 

8 Q. 

9 

10 A. 

11 o. 

Do you have the proofs of publication? 

Yes. They have previously been submitted to tbe Inspect
or. 

What per centage of the coal rights 1n the tracts that 

compnse the 0-41 unit does PGP control? 

100 percent o f all coal bel ow tbe Tiller SeaQ. 

What pe r cent age of the oil and qas rights in the tracts 

12 t hat compr1 se the 0-41 un1t does PGP control? 
13 A • 

14 Q . 

15 A . 

16 Q. 

17 

96. 471 percent . 

What percentage of t he coalbed methane gas rights? 

100 . 

Are t he unl eased owners and lease hold owner listed on 

Exh1b1t D of the 0- 41 uni t force pooling application with 

18 percentages o f ownership 1n the respectlve tracts? 
19 A . 

20 Q. 

21 

22 A. 

23 Q. 

24 A. 

25 Q . 

Yes . 

! s t h e 1nformat1on on Exl11b1.ts c, D and s correct from 

t he da t e dt~t you Ciled the application? 

No . 

Have you made approprlate chanqes ? 

Yes . we have, to snow t he additional owners. 

And a re those addlti onal owners on revised Exhib1ts c, D 
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2 A. 

3 Q. 

4 A. . 

and £? 

Yes , they are. 

Those are at Exh~blt 4. 1s that correct? 

Yes , ma' am. 

5 HS. McCI.AtlNAHAN: Hr . Chairman , I move t:he wtroduction of 

6 Exllibl t 4 . 

7 HR. CHA!RHA.N : It 's adnitte~ 

8 Q. (Hs. Hcclannahan continues . ) Are tbe conflicting 

9 cla1mants whose funds are to be escrowed lis t ed on 

10 rev1sed E:<hl.blt E? 

11 A. . 

12 Q. 

13 

14 

15 A . 

Yes. 

Are you request1ng that t he Board f orce pool the 1nterest 

o( the part1es listed on revised Exhib1t c s ubmitted as a 

part of Exh~blt 4? 

Yes. we are. 

16 HS. HcC~~~: Those are all tne quest1ons I have for Hr . 

17 Arr lngton . 

18 MP . C.'iA! RMAN : Questions, members o f t.he Board? Do you have 

19 any quest.tons, Hr . Franks? 

20 MR. FRANKS: No. 

21 (Wi tness s tands aside. l 

22 Hi<. CHAI R~.AN: call your next witness . 

~ HS. rlcCLANNAHAN : Ron wood. Just l et me make sure that we•ve 

24 qot the exhibits stralght. Do you have Ron wood's resume 

a at Exhlbit 5? 
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HR . CHA!RHAN: I have a cover sheet that says "Ron Wood ' s 

2 resume" and it is his r esume. 

3 

4 RONALD WOOD 

5 a wi~ess who, af~er having been previously sworn, was 

6 exam~ned and testif~ed as follows : 

7 

8 DIRECT EXAMINATION 

9 

10 BY MS. McCLANNAHAN : 

11 Q. 

12 

13 A • 

14 

15 Q. 

Mr. Wood , where has your e~~erience in obta1n1n0 mi neral 

l eases been concentrated? 

In ?ennsylvan~a. New York , Wes t Vi rgi ni a , Virginia and 

Tennes see. 

In yout" expet"~ence in obtain i ng l eases i n Virqi.nia are 

16 you fam1l~ar wl th the fa i t" market value for oil and gas 

17 leases and coalbed methane leases i n the 0-4 1 unit area? 

18 A. 

19 o. 

20 

21 A. 

22 Q. 

23 A. 

24 o. 

25 /\. 

Yes, I am. 

woat are the fair market value tet~s for an oil , gas and 

coalbed methane gas lease? 

ss pet" acre per year rental wi t h a one- eight h royalty . 

And a coalbed methane lease? 

Sl per acre per year rental w~th a one- eight h royalty. 

And what 1s the standat·d p rimary term? 

Tell yeat"s . 



• 

• 

• 

Q. W1th r~card to the unleased owners chat are listed on the 

2 o-q l untt torce poollnQ application have you contacted 

3 these l ando~oo-ners or cr1ed t o contact them to obtain a 

4 lease? 

Yes , we nave. 

By what method d2d you contact them? 

verbal ~ndtor cert1f1ed mall. 

5 A. 

6 Q. 

7 A. 

8 Q. W1th regard t o the l ease hold owner Cabot Oil & Gas t hat 

9 1s l1sted on 0-41 un1t force pool1no application d1d you 

10 make an offer r eqardinq an ass1qnment of its lease hold 

11 

12 A. 

13 Q. 

14 A. 

l.ntet·cs t ? 

Yes . we d1d. 

By what method did you contact Cabot? 

verbal. 

15 Q. 

16 

wer e you able to come t o an agreement as to the leases 

o!t >red or the proposed ass1qnment? 

17 A. Not at tnls tl.me. 

18 ,.1::.. HcCLrulNAHAN: Those are all the Q\leRtions I have for Hr. 

19 wood. 

20 ~ll. CHA"R!J.AN: Ques t.lons . members of the Board? Hr. Franks? 

21 M" fRANKS. No . 

n (Witness stands aside . ) 

:r.l !-lo L'llA 1 RHJ\N : Ca 11. your OE\Xt wi t iiOS B . 

2• '1 ~ICC' L.ANilAllAN : Randy Al bert. 

25 
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• RANDALL ALBERT 

• 

• 

2 a w1 ~ness who, af~er bav1ng been previously s wor n , was 

3 exam1ned and ~es~ i f1ed as follows: 

4 

5 

6 

DIRECT EXAMINATION 

7 BY MS. MCCLANNAHAN : 

6 Q. Mr . Al bert, has a dr~llng permit been prev1ously refused 

9 to PGP on any of t he cracts that compr1s e the unit? 

10 A . 

11 Q. 

12 A . 

13 

14 Q. 

No . 1 t has not . 

Have any well work perm1ts been iss ued for the o-~1 unit? 

Yes , t hey have, for wells 604 and 607 as permits 2110 and 

2183 as coalbed me~hane gas wells. 

Have you received any wr1 tten responses from the owners 

15 o f t he tracts w1th1n ~h1s un1t ? 

16 A. 

17 Q. 

18 

uo. 

Does the pl at attached to the force pool1ng appl1cation 

t:led by PGP 1n~cate the acreage ~nd the shape of the 

19 a c reaqe to be emnraced w1th1n the 0-~ 1 un1t? 

20 ;.. • 

21 ('I 

22 

23 ,, 

24 n. 

y .. r;, lt does. 

co11l d vou pl ease 1cii'n~1fy ~he exhllll t marked f or lden

tL Llcatlon ad Exhl blt 7? 

S);lllblt 1 lS Exh1b1t s - 1 from the 0-4 1 uppllcat:l.on. 

Oor>G tl\1: unJ t fo tlow the boundar y l weo of the Hurricane 

25 aran<:'h £)-ltenslon 80 acre unit desl.qnated as 0•41? 
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• 
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A. 

2 Q. 

3 

Yes, lt does. 

Does the pl at ac,t ached to the applicat1on 1ndicate the 

area w1 t h1n wh1ch t.he wells will be drilled on the 0-41 

4 un1t? 

5 A. 

6 Q. 

Yes, lt does. 

Does the uni t embrace two or more separatel y owned 

7 tracts? 

8 A. 

9 Q. 

Yes, it does. 

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

10 deta1led wel l estimates attached to the f orce pooling 

11 app l icati on as E~11b1ts H and I? 

12 A . 

13 Q • 

14 

15 A . 

16 

17 Q. 

18 

19 A. 

20 Q. 

21 

22 A. 

23 Q. 

Yes , they are. 

Do these ~xhib1ts reflect the costs of drilling the wells 

to total depth and compl eted for product 1on costs? 

Yes, t.hey do . They're actua l costs for drill ing and 

estkmate d f or complet1on. 

How ~d you cal culate t he costs t hat a re listed in tbe 

OWEs? 

Aga~n t hey' re actual costs for drill i ng 

I' c sor~y . Are you r equest1ng that PGP be desiqmu:ed as 

well operator? 

Yes. 

Are you r equesunq the r-elie f sought in Paragraph 4 o.f 

24 PGP'S appl1Ca t1on? 

25 A. Yes . we ar e . 
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• Q. And that the Soard approve the additional well and the 

2 locatlon o f those wells as shown on tbe 0-41 application? 

3 A. Yes, we are . 

4 MS. McCLANNAHAN: Those a r e all the questions I bave for Hr. 

5 Albert. 

s HR. CHAIRHAN : Hr. Albert, are the exact costs and estimated 

7 costs t he same as they were when you prepared t hem March 

8 19th? 

9 KR. ALBERT : Yes , t hey are. 

10 MP CHAI RHAN : For both ExhLbit H and I ? 

11 HR . Al-BERT : Yes , sir . 

12 HR . CHAIRMAJI : Any questions , members of the Board? 

• 13 HR. MASON: t •m just c ur 1ous. Lookinq at the two wells , 

14 EXhlbltS H and I , on Exhiblt H locatlon title it' S 

15 $58,169. 

16 HR. ALBERT : Yes, sir. 

17 HR. HASON : And then on EKhlbit I i t'S only $8,228 . Did your 

18 attorneys mess up and not send you a b1q enouqh bill on 

19 the F"e cond one? 

20 HS . t.fcCLNI!IAHAN : I don't. do tit l e , Mr . Mas on . 

21 MR. ALBERT: Mr. Mason, that 's just slmply the difference 

~ bet ween - - when you can get a s1te that' a on an ex1sting 

23 tl tl".lP bench, the road that ia existlnQ t o it , and one 

24 where t here l D no rood or no site. 

~ HR. HASOII : I 'm )US t c urlOUO. Part of that's in mak1nQ bh• 

• 



• locatlon? 

• 

• 

2 HR. ALBERT: Yes, s 1r . The vast majority of it is in the 

3 mak1ng o t the location. 

4 HR. MASON: Oh, okay . It's the principle difference on the 

5 costs ot t he two wells. It: bas to do Wlth the actual 

6 l ocatton and t he cost of getting it? 

7 MR. ALSERT : That's r ight , the physical part of the location. 

B MR. MASON: Thank you . 

9 (Witness s tands aside.) 

10 HS . McCLANNAHAN: The next wi tness I'd like to call is Kr . 

11 claude Morga~. I bel~eve we need t o submit Hr. Morgan's 

12 resume as Exhllnt 8. The Chai rman has 1ndicated that he 

13 accepts that res ume pursuant t o prev1ous bearing and also 

14 quallfies Hr. Morgan as an expert Wltness . 

15 HR. CHA!~~N : Whil e he's g1ving those out, l et me just as~ 

16 Hr. Franks, ~d you have any questions of the last 

17 w1 tness? 

18 MR. FRANKS: No. 

19 MR. CHA1R.'!AN: You ~:~ay proceed. 

20 

21 CLAUDE MORGAN 

~ a w1cness who, after hav1ng been duly s worn, was examined and 

~ t 0 Stlf led as f ollows: 

24 

25 
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DIRECT EXAMINATION 

2 

3 BY HS. HcCLANNAHAN : 

4 Q. Hr . Horgan , w~th reqard to the costs that are listed on 

5 the OWEs tha t Randy Alber t has descrLbed and submitted 

6 f or t he we l ls ~n the 0-40 unit how do you propose to 

7 all ocate the costs among the owners 1n the un~t? 

8 A. 

9 Q. 

on a net m1neral basis . 

Hr. Morgan . would you p l ease identify Exh1bit 9? 

10 HR. MASON: Is that t he same --

11 MS. HcCLANNAHAN: Exb Lbl. t 9 should be a t opographical map with 

12 

13 A . 

14 

15 

16 

17 Q. 

16 

19 

20 11. 

21 ':). 

22 

23 A. 

24 M::: 

25 

t he c1ne p l an shown on it for thl.s unit. 

(~ne Wl tness cont~ues . ) Exhibit 9 is a topographic map 

Wlth th~ m1ne plan for the proposed reserve coal propert

i e s Hur r1c ane Branch mine and the o -q l unit highlighted 

a nd wi th the locatlon of well s 604 and 607 shown. 

Looking at thls c1ne pl an c oul d you please explain the 

t:tauna for t:he panel to be 1n1ned wher e t llis unit i s 

locc1ted? 

The t1m1na for :b1s panel i s about s even years. 

Has the m1ne pl an t hat 's shown on tb~s partl.cular exhibit 

been submltted to DHLR? 

~he rn1ne plan ha s been subm~ tted to DHLR . 

HcC:.ANr~AHAN: Ht·. Ch al rman , I move t he introduction of 

EXhlblt <l 



• HR. CHAIRMAN : It's admitted . 

2 Q. (Hs. HcClannahan con~1nues.) Hr. Horqan, would you 

3 please identi fy the exhibit that ' s been marked for 

4 identification as Exhibit 10? 

5 A. ExhLbit 10 1 s a projection of cumulative product~on from 

6 the one, ewo and three wells per 80 acre scenario. This 

7 1nformat1on was taken from the model that was depicted by 

8 o r . Wil s on in the oakwood I bearing. on this exhibit the 

9 green l ine represents the one well per 80 acre uni t , tbe 

10 red two wells per 80 acre unit. 

11 Q. And the 1ncrease for production from the addi.tional well 

12 will be the d~fference between the red and the qreen line 

• 13 where ever it is shown on this qraph, is that correct? 

14 A. That 1s correct. 

15 Q . can you explain to t he Soard what the purpose of the 

16 part1cu~ar locatl.ons of the t wo wells in the 0-41 unit 

11 is? 

18 A . Both wells were s potted as nearly to t he m1d~e of the 

19 pro)ected lonqwall panet ns t he topography and existinq 

~ Jewel l Rl dge refuge area would allow. 607 is actually .. 
21 l ocat<>d on t he haul road to this refuge area and it 1s on 

~ a wi de s pot to the road which is basically the only spot 

23 it could be located. G04 was located on a d1ve.rs1on 

~ b~ncb qo1nq around that side and again, as near the 

~ middle o( t he pane~ as it could be . 

• 
'JO 
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Q. could you plees e explain to the Board the difference in 

2 production as ~t related to the difference in costs for 

3 bo th t hose wells? 

4 A. In ~be seven year projected life of these two wells, 

5 uti llzing Dr. Wi lson's model, two wells will produce 

6 slightly more than ~o percent as auch qas as one weLl on 

7 a -- loo~g at the costs of production versus realiza-

8 t1on pro)ected for these volumes. That translates ·to a 

9 present worth d1fferent1al of about 1.5. In other 

to words, t wo wells w~ll produce about 1.5 times the 

11 econom1c benefit of one well in the seven year life. 

12 Q. 

13 

14 

would you t hen propose an amendment to the appl1cation as 

it's been submit ted for the 0-41 application requesting 

that the Soar d approve 1.5 percent of the total costs of 

15 th~se t wo wells be allocated to the royalty owners in 

16 th1s un1t? 

17 A . 1 recommend that the Board approve the allocat1on of 1.5 

18 times the averag~ cost of the two wells. 

19 MS. Hc CLANNAHAN : Those are al l the questions I have for Mr. 

20 Morgan. 

21 MR C"t!AIP..HAN: Quest1ons, mellbers of the Boat·d? Hr. Franks? 

~ ~R. F~~~KS : No. 

~ (Witness stands aside. ) 

24 HR. CH.A IRI'.Atl: Do you have anyt hing further? 

25 HS. McCLANllAHAN : t~o . 
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HR. CHAIRMAN: Hr . Frllllks, do you have anythinq you would like 

2 r.o - -

3 HR. FRANKS: No, I don 't . The s ame objecti ons I bad before. 

4 MR. CUAIRHAN: Okay. object1on noted . Do I have a motion? 

5 MR . MASON: Mr . Chairman. I move we approve tbe applicat i on 

6 as amended. 

7 MR. CMAIRKAN : Motion r.o appr ove as amended. 

6 MR . HcGLOTHLlN: Second. 

9 MR. CMAIRMAN : Mot1on and second . FUrther di scussi on? If 

10 not. . all 1n favor sicmify by saying yes. (ALL AFl"IRK.) 

11 Opposed say no. ( NONB. ) Unanimous approvaL 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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ITBH IV 

2 

3 MR. CBAIIU4AN: Th<! next. ttem on the agenda is a petition for 

4 force pool tnq by Pocahontas Gas Partnership for the H-4 2 

5 untt . Thts 1s docket. number VGOB-93/04/20-0364 continued 

6 f r om Hay. I would ask the parttes that w1sb to address 

7 the Boa rd in chis mat:ter co come !orward at this time . 

a (Pause.) You may proceed. 

9 HS. HcCLANNAHAN : The first: witness I'd like to call is Leslie 

10 Arrington . 

11 MR. CHAIRMAN : I would remind all of your witnesses that 

12 t:hey've been prevtously sworn -- if we can find Mr. 

13 Arr:tng t:on . 

14 HS . HcCLANNAHAN : I n ad~tion woul d you accept tbe resumes 

15 that: have already been submttted as exhibits for each of 

16 my w1tnesses and accept t:hem as expert witnesses? 

17 MR. CMAI RMAN: Yes . 

1B HS. HcCLANNAHAN : I ' 11 J USt. call Hr . wood since Hr . Arri ngton 

19 1s unava1lable . 

20 

21 RONALD WOOD 

22 a w:. t:nes s w11o, after hav1nq been previously sworn, was 

~ ~xamtnud and testlfied as follows: 

24 

25 



• DIR.5C'l EXAIUNATION 

• 

• 

2 

3 BY HS. HcCLANNAHAN : 

4 Q. Hr . wood, 1n your experience 10 obtaininQ leases 1Jl 

5 V1rq1n1a are you fam!l 1ar with the fair market value for 

6 oil and gas leases and coalbed methane leases in the H-42 

7 

8 A. 

9 Q . 

un1t area? 

Yes, I am. 

What are the falr market value terms for an oil, gas and 

10 coalbed met hane l ease l.n the area? 

11 A . 

12 Q. 

13 A • 

14 Q. 

ss per acre per year rental ~th a one-eighth royalty. 

And for a coalbed methane lease? 

Sl per acre per year w1.U1 a one-e1.ghth royalty. 

What would be the standard pn.ma.ry term for oil, gas and 

15 coalbed methane leases Ul th.1.s area? 

16 A. 

17 o. 
Ten years. 

Wtth regard to the unleased owners that are lis ted on the 

18 M-4 2 u~ 1t force poollJlg appl1cat1on have you contacted 

19 t nose land owners or tr1ed to contact them to obtalJl a 

20 leas e? 

21 /1 . 

22 (). 

23 A. 

24 Q . 

Yes, we have. 

By what method d1d you contact t hem and offer the lease? 

ve rba l and/or cert1fied mall . 

W1th r eqard t o the lease hold owner Cabot Oil & Gaa 

25 llstPd on the H-4 2 unit force pooling application did you 
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cake an of fer regardi ng an assiqnment of its lease bold 

2 l.nter'!sts? 

3 A. Yes, we did . 

4 Q. By what met hod d1d you contact Cabot? 

5 A. verbal. 

8 Q. wer e you able t o come to an agreement as to the proposed 

7 ass1.gnment or as t o the proposed leases for t.he unleased 

8 owners? 

9 A. Not at t hl.s t1.me. 

10 HS. HcCLANNAHAN: Those are all t he questions I have for Hr . 

11 Wood. 

12 HR. CHAI RMAN : AnY questions, members of t.he Board? 

13 (Witness stands as ide.) 

14 HR. C"riAIRHAN : You may call your next witness . 

15 HS . HcCLAUNAHAN : Hr. Al bert. 

16 

17 RANDALL ALBERT 

18 a Wltnes~ who, after havinQ been previous ly sworn , was 

19 ~xam1ned and tes tl. f 1ed as follows: 

20 

21 

22 

23 BY MS • McCLANNI\JIAN : 

DIRECT EXAMI NATION 

24 Q. Has a dr 1ll 1.nq perm1t been prev1.ously refused to PGP on 

25 any of t h t! t rdcts t hat compn.se th1s uni t ? 

., ~ 
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2 

3 

A. 

Q. 

A. 

No , 1t hasn't. 

Have any wel l work perm1t s been issued for the H~42 unit? 

Yes, t hey have . ?ermits for 612 and 613 have been i ssued 

4 as perm1ts 2134 and 2291 a s coalbed methane wells. 

5 Q. 

6 

7 A. 

8 Q. 

9 

Have you rece1ved any written respons e s from the owners 

o f the t r acts? 

No. we nave not. 

Does the plat attached to the f or ce pool ing applicatl.on 

f1.l ed by PGP 1ndicate the acreage and t he shape of the 

10 acreage to be embraced wi t hin t h e uni t ? 

11 A . 

12 Q . 

Yes. 1 t. does. 

could you p lease 1dentify Exhibi t 6? 

13 

14 

A. Exhl.bit 6 is E~11bit B- 1 of the M- 4 2 application. 

HS. HcCLANNAHJUI : Mr. Cha1rman , I move the i ntroduction of 

15 Exh l.bl. t 6. 

16 MR. CHAIRMAN : It ' s adml.tted . 

17 o. (Hs . KcClannahan cont.l.nues . ) Doe s the un i t f ollow the 

18 boundary lines of the Hurr1cune Branch E~tension 80 acre 

19 

20 A. 

21 Q 

unlt destgnat.ed as H-42? 

Yes, 1t. does. 

Does the plat a t t ached to the force pooling application 

22 indic ate t.he area Wl thin wh1ch the wells wi ll be dril ledi' 

23 A. 

24 Q. 

25 

Yes. i t does. 

Doe6 the dr1ll tng unit. embrace two or more separately 

ownea t r acts? 
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2 

A. 

Q. 

Yes. 1t does. 

Are the costs and expenses f o r the wells set forth on the 

3 deta1led well estl.mates attached to the force pooling 

4 appl~c~tlon as ExhibltS H and I ? 

5 A. Yes . However , I have JUSt noticed a problem with Exhibit 

6 I. I t 1s 1.denncal to Exhlbit H wtuch is wrong . That's 

7 where Hr. Arrtngt on is, try1ng to get the n .qbt DWE faxed 

8 to us. However, I don't believe it will be a material 

9 amount of money di fference in the two. They are fairly 

10 c l ose in depth . But yes, t hose are the DWEs. 

11 Q. Wl t h the amendm~nt t o Sxhlbi t I that needs t o be aade, is 

12 that correct ? 

13 

14 

A. Yes . That • s correc t . 

MR . HASON: Do you know what the t otal l S on the amended one? 

15 HR. ALBERT : I was JUs t s1tt1ng her e try1ng to kind of rough 

16 1.oto. uot know1ng wha t t he difference in locations are, 

17 just t he depth t ype di f ferences r1ght now should be about 

18 s 11. 000 l es s than 1s s hown . However , that could be off 

19 balance by location. 

20 Q. (Hs . HcClannahan contlnues .) Are you requesting that 

21 Pocahon ta~ Gas Partnersbt p be des1qnated as the well 

~ operotor author ized to operate the H-4 2 unl.t? 

23 A. 

24 Q. 

Yes . w"' are. 

Are you requesttng the relief sought in Paragraph 4 or 
~ PGP'a opplirotlon? 
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A. 

2 Q. 

Yes, we are . 

Are you aslt:Log that the Board to approve the add1tlooal 

3 wel l and grant t he locatl.on as it 1s shown on Exhibit B-1 

4 of the appl1cat1on? 

5 A. Yes, we are. 

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

7 Albert. 

a HR. CRA!RHAN : Questions, member s of the Board? 

9 (Witness stands aside.) 

10 .,J L CHAIR.HAtl : Call your next Wl.tness . 

n HS. HcCLA."mAHAU : Hr. Horgan . I believe we need to submit his 

12 

13 

14 

resume. Hr. Horgan's r esuoe would be subm:Ltted as 

SXhlbl.t 7 as prev1ous l y accepted by the Board. 

15 Cl.AUOS HORGAN 

18 a Wltness who, after hav1ng been previously sworn. was 

17 e>:amined dnd tes t 1f1ed as follows: 

18 

19 

20 

DIRECT EXAMINATION 

21 BY HS. HcCLA.-.NAHAN : 

22 Q. 

23 

Wlth r~qord to the costs t hat are lis ted on the DWEs that 

Randy AlbPtt has described and submitted for the well s in 

~ the H-42 un1t how do you propose to allocate the costs 

25 3oonq he owner s 1n t he unl.t? 
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A. 

2 Q. 

3 A. 

On a net m1ner a l acre basis. 

Hr. Horgan , could you please identl.fY Exhibi t 8? 

Exhl.blt 8 ts a t opo map overl y1ng mine plans for the 

4 proposed Hurr1cane Branch mine by reserve coal propert-

5 1.es . It s hows un1t H-4 2 hlghlighted and it shows well 

6 locati ons 612 and 613. 

7 Q. 

B 

9 A. . 

10 Q . 

tl 

coul d you p lease explain the tlmi ng with r eqard to the 

l ongwall panels that are located in that part1.cular unit? 

Th1s panel should be about ten years away. 

Has the m1.ne plan that's been s ubmi t ted for this particu

l ar unl.t been subml.tted t o the Division of Hine Land 

12 Reclamation? 

13 A • 

I • Q . 

15 A . 

'les . 1 t has . 

Hr . Horaan , could you please ident1.fy &xhibl.t 9? 

sxtu.blt 9 1s a chart showing t he projected production 

16 from a one wel l , t wo well ru1d three wel l 80 acre scenar-

17 10 . t t t s cumulat1ve production versus year . one well 

IB tn areen . two wells 1n red. Th1s 1ntonnation was taken 

19 f rom tne chart pr epared by Dr . Wi l son, as a resul t of his 

20 rnodel l nQ that was don" in t he preparation of Oakwood 1 

21 f.eld appl 1cnt1 on . 

22 \) W1ll the addt tional wel l in the H-4 2 unit ~esult in 

~ JncrPosed pr oductton? 

Yes, 1t w11 1. 24 A . 

25 u. coul d you explain what the i ncreased production 18? 

19 
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A. TWO wells in a ten year t ime frame in 80 acres from t his 

2 model will produce about 680 million c ubic feet. one 

3 well 1.n chat same time frame would produce about 450 

4 mill ion cubic f eet . so about a 51 percent increase in 

5 producc1on . 

6 Q. can you explaln to the Board what the purpose of the 

7 part1cular l ocation of the twO wel~s in the H-4 2 unit? 

8 A. Both wells are located i n the mid~e of proposed longwall 

9 panel. Wel l 612 is also located on the crest of a ridge. 

tO Well 61 3 1s l ocated on a s mall point with steep topo-

tt graphy on both s1des. 

12 Q. 

13 

could you explaln to the Board what your proposal 1s for 

allocation of the costs to the r oyalty owners i n this 

14 uni t ? 

15 A. Based on t he proJeCted economi c benef i t from t wo wel ls 

16 versus one well w1th a ten year li f e, looking at the . 

17 present value of production from two wells as opposed to 

18 one well , l.t would be about 1.4 multipll.ed times tho 

19 average cost of a well. 

20 Q. so are you r ecommend1ng an amendment t o the applica~on 

21 for the M-4 2 uni t to reflect a 1.4 percentage of t he 

n averoqe cost of the t wo wells? 

23 A. l.Q t 1~es tne averoqe cost of the t wo wells should be the 
' 

~ cos ts allocated to the unit. 

25 MS. HcCLAIINAHAN : Those are all the questt ons I l\ave (or Hr • 

8Q 



1 Horaan. 

2 HR . McGLOTHLIN : Hr. Horgan. can you expla1n why 613 1s in the 

3 same longwall pane l and 612 and -- I guess why it can't 

4 be moved over t o N-41? 

5 HR. HORGAN : We attempted co put that well 1n N-41. In fact , 

6 we actually pe~tted a s1te for that well 1n N- 41. But 

7 wnen W9 got 1n the f ield we couldn't phys1cally build the 

8 Slt.:. The onl y place ther e would be on the nex'C po1nt up 

9 • and Jewell Ri dge has a road coml.Dg up through 'there and 

10 th9re was no w:tde spot there that opportunity allowed us 

11 to f 1nd on the lower road that would permit the location 

12 o f t ha r well. so lt was JUSt not -- a physical site was 

13 not ava1lable to us for 1t. 

14 HR . HcGLO~n~IN : No m1~1Dg constraints there if it were to be 

15 Ln --

16 '1R. HORGAN : !~ was not. m1n1ng cons tra1,nts . It was t opography 

11 or!ven . 

18 1-if<. HASON : .:n<>r e _s t.aere a well go1ng to be 1n that panel in 

19 I know that. But --

20 -· !.IQQt: ... ' '. , • • • /'U>i Tne r e Wlll be one 1n H-41. In fact, we may be 

21 co~1na 1n WlLh an appl1cat1on t or that next north panel. 

~ ~e r.'ve to talk t o -- we st1ll have not ran t hat locat1on 

23 by Jt,Me 11 Rl.dqe. but we have a locat1on picked out in 

24 thut ~ex t panel for H-4 1. 

25 tv • HI\SO!l Becnu6e you've got a pretty large section of pannl 

tll. 
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~here wl th no dra~naqe 1n 1t. 

2 HR. HORCM : Rlc;h~ . 

3 HR. MASON: Are t he re any ocher wells like over 40 4 3 area 

' because you've go~ those encry ways and all i n chere, 

s don' c you? 

6 HR . HORGAN : Yes. 

7 HR. CHAIR.'tAN: Other quescions? call your next wi tness . 

11 MR. MASON: r JUSt want to ask you one question. The differ-

9 ence in the valleys and peaks , I can't read these, in 

10 tb1s area what ~s che difference ~n copoqraphy like 1n 

11 t he bot~om of t hese valleys and cbe tops ~n these r i dges? 

12 Do you have any 1dea? I mean, )us c a quess. 

13 HR. CHAIRMAN : A lot. see how tlQht those lines are? Ha, ha • 

14 MP. MASON: I know. That 's what I'c calking about . I'D not 

15 accusto~ed to any-~1ng l~ke t his. I J USt wondered 

16 wha t - -

17 ~R . MORGAN: :t• s steep. It looks l Lke about 1,000 to 1,100 

18 feet. 

19 HR. ~VANS: Yeah . 800 t o 1 , 000 feet 1 s typical for local 

20 

21 

22 

23 

24 

25 

tellef. 

.~R . "'ASON: 

~IR . HORGAN: 

over what d1stance? 

over probabl y 2 , 000 feet. 

50 percent slopes . 

see, you're look1no at 

M~ . HASON: When you talk about topography problems -- that's 

r.lll)Ot' • 
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MR. MORGAN : I~'s problems. If you build a 100 foot wide s i de 

2 you would have a 50 foo t high wall !lehind it. 

3 MR. MASON: You'd have to have a dl'1ll r i g W1th legs on it. 

4 MR . EVANS: out- r 1ggers so foot long. 

5 HR . CHAlRHAN: Other questions . 

6 MR. McGLOTHLIN : Just a point of clarifica~on . You do not 

1 foresee a well in that longwall panel in the H-41 at~a? 

8 HR. HORGAN: rn the nea r term we're not going to be able to 

9 ge~ one Ln t here because of their acttve roadway. 

10 Hopefull y by the t~me we get there mining we will be able 

11 

12 

13 

14 

to get us a gob well loca tton 1n there, whetber it be by 

relocation of their road or whatever . But at this time 

we couldn't locate it there. We tried . We even wasted a 

perlliH; on 1 t. 

15 HR. MASOl'l : Well 617, is 1t already in production? 

16 MR . MORGfu~ · I t 1s drllled. It is not i n product1on yet. 

17 ( W1 tness s tands as ide. ) 

18 MR. CHAIP~N: Call your next wit ness. 

19 IS. HcCLANNAHAN: Hr. Les ArrinQton. 

20 

21 LESLIE ARRINGTON 

~ J wtLne~~ who. a(t~r hav1ng been previouoly sworn, was 

~ P~llrnlned ~nd testlfied a s fo llows: 

24 

25 
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DIRECT EXAMINATION 

2 

3 BY MS . HcC~~AHAN: 

4 Q. Have you g1ven notice as requ1red by Sect1on 45.1-361 .19 

5 t o each person or entity identifled on EXhibit C of the 

6 f orce poollng appl1ca~ion? 

7 A. 

8 Q. 

Yes. 

I s that heari ng not1ce marked for 1denti£1cation as 

9 Exhl.blt 2? 

10 A . Yes. i t 1s . 

11 HS. HcCLANNAHAN: Hr. Ch curman, I move the introductlon of 

12 Exhl.blt 2 . 

13 o . 
14 

(Hs. Mcc lannahan cont1nues .) Is thls the notlce of 

hearing that was ma1led to the part1es l1sted on Exhibit 

15 c 1n the fo r ce pool1ng appl1cat1on? 

16 A . 

17 o. 

18 A . 

19 Q. 

Yes , l t 1s. 

How was thls accompl1shed? 

By cert t:ied mal l , re turn receipt . 

Are cop1es of those return receipts 1dentlf1ed as E~hlblt 

20 3 ? 

21 A Yes, t hey are. 

22 MS. Hcc.l ANNAHJ\N : Mr . Cha1rman . I move tho introduo tlon of 

~ Exhtblt 3. 

24 rift. CHAlRHAN : I t's a dmit t ed. 

25 •IS. HCCLANNAHAN : And a lso EXhibits 8 81\d 9, 
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MR. CHAIRMAN : Thl'Y' re adm1 t ted. 

2 Q. 

3 

4 A. 

5 

(Hs. HcCl annahan con~inues .) Were there any persons 

whose names dnd/or addresses were unknown? 

No . However , we st1ll published it in ~he Virginia 

Houn~a1neer and Bluefield Daily Telegraph on Apr~ 1st 

6 and March 26th. 

7 Q. 

8 

9 K. 

tO Q. 

tt 

12 A . 

t3 0 . 

t4 A. 

15 o. 

16 A. 

17 Q . 

Were the proofs of publlcation previously submitted to 

t he Board? 

Yes , they were. 

What percentage of the coal rights 1n the tracts that 

compr~se t he H-4 2 un1t does PGP contr ol? 

98.77 5 percent of all coal below the Ti lle r seam. 

And what percentage of the 011 and gas r ights? 

95 . 9 percen t. 

what percentage of the coalbed methane gas r1ght6? 

98.775 percent. 

Are the unleased owners and t he lease hold owners listed 

18 on Exh1b1t o of the H-4 2 torce pool1ng application with 

19 th~ percentage of ownership? 

20 i\. 

21 (). 

22 

23 /• 

24 

Yer;, 1:. 1s . 

rs til <> 1nl.ormat10n on Exhlb1 ts c, o and E still correct 

: r om the date of til i ng ? 

Yeo, lt 1s. 

Ar~ tne confll c tinq c la1man t s listed on EXhlblt £ of the 

~ ~ppl~c~ tl on? 
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Yes . A. 

2 Q. 

3 

Are you requesc1ng ~hat the Board pool the interest of 

t he part1es listed on Exhibit C? 

4 A. Yes , we are. 

5 MS. ~cCLANNAHAN : Those are all the questions I have for Hr. 

6 Arr 1ngton. 

7 HR . CHAIRMAN : Questlons, members of the Board? 

8 HR . EVANS : With regard to the one in question here, that's 

9 strict l y topogr aphy driven? Is that what I understood 

10 Kr . Morgan 

11 HR . ARRINGTON: Topoaraphy drove it back lns1de that unit . It 

12 was located 1ns1de the mlddle of the longwall panel which 

13 conf1ned it from qo1ng north and south. But it was 

14 dr 1. ven to t he east by topoqraplly . 

15 MR. EVANS : W1ll it still sarve the purposes of the mine plan? 

16 HR. ARRINGTON : It w111 not degas the area as well as we would 

17 like to have lt degased. It will serve -- the location 

18 would stlll serve as a gob well location hopefully in tbe 

19 future. And a t some point 1n the future we will have to 

~ -- as I understand lt, t hat m1ne may finisb before we vet 

21 ther~ 1n wh1ch case we could utilize the road. 

22 MR . LVANS: So t.ho ut.illty of the s econd well lS mal'Qinal? 

23 Mf! ArtRlNGTOil: Sir? 

24 t-:k. F:VAUS: The utll tty to t he a11no of the second well is 

25 marq1nal as for as pur pose --
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• HR . ARRINGTON: It will not drain quite the area we wou.ld like 

2 1t to dl"din. our f~st pick was not that location. 

3 MR. EVANS: I have a bit of a problem 1n that you're requeat-

4 1ng 1. 4 ttmes the average cost of both wells when one of 

5 the wells t s marqt.nal wi th regard to the purpose to degas 

6 whtch 1s drtven by t he mine plan . Is that what I'm 

7 bea r1nq from you? 

8 HR. ARRINGTON: Not margt nal from a production standpoint. 

9 It' s marq1nal f rom the standpoint that it may not drain 

10 the spot 1n the m1ne that we would like to have oeen it 

11 dratn . 

12 HR . EVANS : I'm making a dlstl.Oc t i on here . The reason I' 11 

• 13 ma~tng thts d~stt.nctton is because everything else that 

14 you've come t oday with is the mine pl an and project ions 

15 say that we have to degas thi s area in seven or ten 

16 years. And you've been aski ng f or two wells a un1t. 

17 KR. ARRINGTON : Rlght . 

18 HR . EVANS : Based on that I thi nk for me , anyway, that's why 

19 I ' ve been wtlllng t o say okay, yeah , we'll give you one 

~ and a hal f ttmes the cost because t hat makes sense. In 

21 this case you 're sayt.ng that that second well is not 

~ go t nq to accomplish the purpose of deqas inq that mine in 

23 t'~n yeclrs . Thi R 1s strtctly a production issue. Vou' re 

24 ~ ay1nq I want 1.4 times the cost o f these two walls, one 

~ ot whtch l l m1ght serve as a qob we ll afte1~ards but it 

• 
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really doesn·~ do such a good job for degasinq out in 

2 Cront of thls m~ne. There' s a difference &here in my 

3 m1nd. 

4 HR. ARRINGTON: r~· s a ma~~e of degree. I~'s not that 1t' s 

5 not qo1ng a job and th1s 1s not the opportune and I don ' t 

6 a l ways get the wells 1n the opportune locat1ons I would 

7 ll~e 1t to be. If I was to put my finger on a poin~ here 

B and locate tha~ well I woul d probably move it a little 

9 b1t t o the wes t . It will still drain that coal s1qnif1c-

10 antly. but not as well --

11 HR. EVANS: As another location? 

12 HR . ARRINGTON: -- as another location would. There would 

13 

14 

still be uqn1flcant benefit clJ\d siqn1hcant production 

f roo that well. 

15 MR. EVA.NS: I understand all that. when you say significant 

16 beneftt 1n my mi nd we're getting into a qrey area here. 

17 WhiH t s s 1Qnlficant vers us i nsignificant? I s 25 percent 

18 s~gnlf1can t? I s over 50 percent siqnlficont? 

19 MR. ARRINGTON: I'm talk1n9 about a move from where I would 

20 ideally lLke to hove had i t. I • m talJr~ing a move of maybe 

21 400 f ~9L. 

22 HS. McCLAtiNArlAN : I thtn•t the explanat.l on of that particula r 

~ mov~ waN simply because thaL is located so close to tho 

24 t1 ne. Thnt was the purpose o f that particular OIQ)lana-

25 t 10n. St>C'ondl y . t:he puq1ooe o( orrmtlng l\dd1t1onal C\OilbB 
, . 



• 

• 

• 

shou l d be e1ed to product1on , not 

2 HR. EVANS : It's e1ed eo your mine plan as far as I ' m concern-

3 ed because that ' s what 1s driving ie as far as I'm 

4 concerned . 

5 HR. ARRINGTON: The number of permit s , okay, but we are tie1n9 

a the cost to be allocated based on production . 

7 HR. EVANS : If we're going t o permit you to drLll two frack 

a CBH wel l s out ahead we're going to have t o have a reason 

9 eo do that. In my mind the mine plan that you submit or 

10 the project1ons that you s ubmit is wha t drives that. It 

11 s ays look , I ' ve got a panel here and I've got t o drain 

12 t hls panel because t• ve only qot seven years and I'm 

13 going t o m1ne 1t . 

14 HR. CPJURHAN: The issue here, you're say ing, i s the approval 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

of t he s econd wel l ? 

~.E. EVANS: Yes . 

HR. C.'iAIIU•IAN : He's not gett1ng i nto the bus 1ness with how you 

came up Ni th the costs lu~re . He • a de a ling wi tb have you 

juse1 £1ed the second we l l pe r1od. 

HS. HcCLANNAHAN: I t' s al ready been per ml tted and drilled. 

HP.. ALBERT: lt'~> pel'll'l1teed and dr illed at this point . 

HR. EVANS: But you want the costs now . 

~- ALBERT: I t's a sepa ~ote 1s sue . That s hould be only tied 

to production , not whether that wall serves as the beat 

deqaHlf l catlon w~ l l 1n Buchanan county . That issue 18 
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~ based on producc1on of benefi~ ~o ~he par~ictpatinq 
2 royal cy owners, no~ wheth~r i~ degasses the mine as well 

3 as any or.her particul ar loca~ion would do. That should 

4 be a questlon of only the produccion of the well . Hr . 

5 chalrCJan , I thlnlt we're confusing t wo completely i ssues 

6 obtuse l1er e . 

7 HR. svru~s: I guess maybe we are because I had a different 

8 outlook here . Regs and law says one well per unit . 

9 Thar. •s what lC says. 

10 MR. ALBERT: The r eqs clearly give you the option fo r a mine 

11 plan to drill more than one well per unit . 

12 HR . EVANS: very good and that's my point. 

13 HS. HcCLANNAHAN: These wells were dr1lled under statewide • 14 spac1nq pr1or to the t ime that a unit was established . 

15 HR. EVM~S : Than!'. you. 

16 MR. CHAIRMAN: That ' s what I was ~ry1nq tt' qe~ at. a ml.nu~e 

17 nqo. When you said tha t you hadn't pres ented that 

18 ev1o~nce. vou JUSt went w1ch t he assumption that two 

19 we lls wpre qranced and started talking about costs. I 

~ know lt's tn your applJcac1on but --

21 115. HCCLANNAHAN: R1qh t . 

22 MR . EVM~!i: Th.n' n fi ne. As lonQ aa they wore drilled undel· 

~ ~tatew1de s pac1nq chey wer e l egally p ut. 1n , that's tine, 

24 1 •11 d n • t - -

25 H:>. HrCLANNAHJ\N: I' r.1 sorry t hat I dl.dn ' ~ malta tha t clear trom 

• 
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2 

3 

4 

the beq1nu1n9 . 

HiL CHAJ:RHAU: Anyt.n1ng further? 

HR. McGLOTHLIN : The OWEs, do we h ave a --

HR. ARRINGTON: I'll have to get that s ubmitted . 

5 MR . McGLOTHLIN: could you give u s a cost on it? 

6 HS. HcCLANNAHAN: we •ve been unable t o contact the office, but 

7 we have t wo other items on the docket today . So if you 

8 would allow us to s ubmit it at that particular time. 

9 HR . CHAI RMAN : Do you just want to defer the vote until then? 

tO Unt11 we get the inf ormation? Okay. We'll recess for 

11 lunch . 

12 (ArTER A LUNCHEON RECESS, THE HEARING CONTINUED AS 

13 FOLLOWS: ) 

14 HR. CHAIRMAN : Toe Board w1ll conti nue d1scussion on Docket 

15 nucber VGOB- 93/04/20-0364 . This 1s a petition for force 

16 pool l ng by Pocahontas Gas Partnership for the H-4 2 unit. 

17 HS. I'.CCLANNAHAN : I •ve subml. t ted rev1sed Exhlbit I which 16 

18 t h e a~ta1led well estimate for CBH PGP 613 well as I 

19 eor 11er p roc 1 sed to t h e Board . 

~ HP CHAI RMAN : AnY quest.lons, members o f the Board? We had 

21 deterred vote unt1l we received t.hiR. 

22 HR 'lAS ON : Hr. Ch<nrman, I rnove we adopt the petl t 1on as 

~ ~ubmtr~ed. 

24 HR. ~cGLOTHLtN: Second. 

25 HIL C. HAIRHAN Motion and second . Further discussion ? ~ll in 
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• favor s1cm1fX bX s a;tina xes. jALL AFFIRM.l oeeosed sax 

2 no . ! NON£. ! Unao1moun aperoval. 

3 

4 

5 

8 

7 

8 

II 

10 

t1 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2• 

25 

• 
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• ITEM V 

2 

3 MR. C'riAl!U'.AN: The next item on the agenda ls pursuant to 

4 s ec t 1on 45 . 1- 361. 35.F tbe Dlrector of the Divis1on of Gas 

5 and 011 has referred to the Virg1n1a Gas and 011 Board 

6 for cons1derat1on the application s ubmitted by Ashland 

7 Exploration for proposed well GP-A4. This is docket 

a number VGOB-93/06/22 - 0378. We' d ask the parties that 

9 wish to address the Board in this matter to come forward. 

10 MR . McQUIRE: Grant McQuire for AShland Exploration. 

11 HR. SWARTZ : Hark s wartz for Georgia- Paciflc. 

12 HR. CHAl~~ : Grant, you may proceed. 

• 13 ~~ . McQUIRE : I'm not real l y s ure how this comes up before the 

14 Board eKcept tor the way 1t was laid out in the agenda 

15 and that was that the objections of Georgia- Paciiic would 

16 b~ hea rd before t he Board . And I filed a motion to 

17 d1sm1ss because I believe these matters were co~sidered 

18 t wo months dgo. Let me br1efly tell you bow we got here . 

19 on the GP-A4 we l l back 4n late 1992 we appl1ed for a 

2D p!!rilllL. I t appeared tha t we had not voluntarily pooled 

21 ev~ryoody in that un1 t and the Inspector issued the 

~ permlt ana conditioned 1t upon torce pooling. We f1led 

n for tore~ pooling. Subsequently we entered i nto a 

24 voluntat·y unlt agreement with the parties and asked at 

25 :: he Apnl heanng 1f Wt' coul d have our appl1cat1on for 

• 
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10 
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13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

force pool1nq withdrawn. That request was opposed by Hr . 

swartz who argued ~at there was a need for field rules 

based upon the obJections that he f iled and also that 

Georq1a-Pac1f1c hadn't signed on to the voluntary unit 

ogreecent. The Board, as I recall, dec1ded not to 

entertain f1e ld rules hearings on its own motion and 

decided not to order Ashl and to apply for field rules 

and since Georgla-Pacific had not applied for field 

rul es allowed Ashland withdraw. I then informed ~e 

Board 1n Apr~l that there was still a condit1on upon this 

pero1.t that sa1d "you shall force pool" and that we 

needed to remove 1t - remove ~at condit1on. And I think 

we agreed the way t o do it would be to go to the I nspec

tor . have Ashland request the removal of the condition 

and then g1ve Georq1a-Pac1fic the opportunity to be heard 

and appeal if necessary. we did via letter to the 

Inspector r eques t that he 1ssue the permit on the basis 

that t herp was a voluntary unit now and Georgia-Pacific 

f i led ob)ectlons to our request for removu1q the condi

t lon. The objec tions were the same heard before at the 

for ce poolinq wtthdrawal and that was the need for field 

rul .. :; .111d that Georqla-Pacific had not sioned on the 

voltn,ary un1t aoreement. Hr . swartz in his l~tter 

•'vokucl part of t:he statute which requ1l·es that Board 

issu£> n bt> heard be! ore l:he Board and l:hat' s how we • t·e up 
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25 

be fo re you today . I bel1eve . I have filed a mot1on to 

dtsm1 ss because I bel ieve these ~&sues have been covered 

be fore by the Board. With regard to whether or not 

Georgta- Paclflc should be a parcy to the voluntary unit 

agreement . we nave the right ~ our lease to voluntarily 

pool and we've done that. There's noth1D9 1n the lease 

that requ1res a written consent by Georqia-Paclflc . As 

t he Board has recognized before, this 1& a contract 

issue. It 1nvolves our t1tle. we have lease hold ti~e 

wtth certatn pooling r1ghts. And these contract issues 

aren't proper obJections to be heard by the Board. I' ve 

C!.ted the statute to you . Ashland has tbe right to 

voluntortly enter 1nto agreements w1th interest ed parties 

and 1f Georgia-Paci f l.c bas a complaint about us doing so 

then t hat would be properly heard by a court of law who 

hear& contract 1.ssues and hears title issues. with 

r espect to the field rules , to my knowledge t here has 

b~en no appl1cat1on for fie ld rules on behalf of Georqia

?ac l:lc . we have f1led and given a copy to the Inspector 

a c. r cula r voluntary un1t. Tbls Board has seen many 

c ircular untts come before the Board. Georql.a-Pactfic 

han aRk~;>d t hat square s be imposed in this area. we do 

have n voluntary contract fo1· a circular un1 t and don • t 

bAl l lV~ rr1nt contract ouQIIt to b~ i nter fe red Wlth and do 

not bPl J~ve this iRsue needs to be rev1.s ited aQa1n . Th~ 

IHI 
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Board has dec1ded t hat it Wlll not on its own motion 

cons1der f leld rules, it will not order Ashland to , and 

lt t oolt notl.ce t hat Georgia-Pacific had not appll.ed for 

any f1eld rules. I bel1eve this issue has been decided 

and would ask the Board to dlsmiss the objectlons to the 

removal of t he condit1on based upon those two arguments . 

They have been heard before. 

HR. CHAIR.MA!-1: Hr . swartz . 

HR. SWARTZ: In December of last year Ashland sought to force 

pool thls unit -- t hls A4 un1t . One of the respondents 

i n that force pool1ng application in the relief sought 

s ect1on was Georg1a- Pac1 f1c . I mean, in December they 

thought apparentl y that they needed t o force pool 

Georq1a- Pac1 f1c 1n the A4 uni t. The same holds true Wl.tb 

the AS unlt wh1ch 1s the next one on the docket. As you 

1-llll r ecall , I brought out a r eservoir engineer from 

Oltlahona. There was testl.mony . The hear1ng kept getting 

ad)ournoed. we had some weather problems which accounted 

for one of the adJournments . And th1s k1nd o f dragged on 

! or mont.hll unt ll Apr il. It seems to me that at some 

point be f ore the April heari ng Ashland and/ or its counsel 

d£1c1ded t~· t ake the pos1 tlon that they didn ' t need to 

lorce pool thls un1t. It would be more expedient for 

t hf"111 to t<&~·· t he pos1r.1on t hat t hey hnd a voluntary unit . 

The p1oblem h~ re 1s they rend th~ loaso differently than 
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2 

Gcorqia- Pbcific and I do. There is a pool~nq order in 

che lease . Hr. Fulmer's off1ce was provided with a copy 

3 of t he lease . rc•s Paraqraph or Artlcle 8 of the lease . 

4 And iL says cha t Ashland bas the right co pool and 

5 comb1ne acreage. It does not, however, go on to say that 

8 Georgla-Paciflc 1s wa1ving any of its rights to reason-

7 able development of 1ts property , meaning un1t s1z1.ng, 

8 spdcl ng, or that Geor gia-Pacific bas waived any of its 

9 rights wbacsoever under the Virg~nia Code. It' s one 

10 ching to say co your lessor you can pool and combine my 

11 acr tage and it's another thing co say you can pool and 

12 cocb1ne my acreage over my obJections which I can raise 

13 

14 

under the code . And essent1ally Grant is right, we have 

a legal dispute here. we read chis lease differently. 

15 They are t ak1ng che position and comcunicati ng it to you 

18 coday t hat t hey have an absolute right to create a 

17 voluntary un1c over the obJection of my client Georgia-

18 Pac t ftc. Georal~-Pactfi c' B res ponse. which I tender to 

19 you tod~y . 1s no, y~u don't. we have not wa1ved our 

20 st.!l tut ory oh)ectlons ond we c an as sert them. I asserted 

21 them 1n the pi.lrmlC posture in front of Hr . FUlmer and I 

22 th tnk hP rttd the nght thing if you're talking about 

D whether or not thls un1t needs to be force pooled, 

24 t~heot h•' t (' ' not drilling a unit t moan, forget field 

~ 1ules tor a moment -- whsther or not a dr1ll1nO unit 
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needs to b~ created. I'm sure you're aware that the 

statewlde s pac1ng rules s imply creates s pac1ng. It 

doesn't create dr1lling unlt& and they've att empted to 

create a voluntary unit. well , if it's not voluntary 

they need t o cone bef~re the Soard and qet a unit 

created. 1 have repeatedly suggested that someone needs 

to address the issue of provisional rules or field rules . 

I n any event, there l.S a dispute as to what their rights 

are under t he lease. I agree that that's not an issue 

you're go~g to r esolve one way o r t he other . But my 

assumption 1s that when you're confronted with a situa

tlon where one parcy 1s sayinq we can voluntarily th1s 

unlt and the other pa~y i s saying no, you can't that 

your solut1on to that problem 1s to direct Ashland -- if 

they wan t to proceed Wl th these units - - to force pool 

cevrql.a- Paclfic and let Georgia-Pacific and Ashland 

tr~sh thts lease l ega l out in court . There is a mechan

lSDI t v c1llow tlu.s development to proceed when you ' ve qot 

an unwlllinq particlpant 1n a unlt and that ' s force 

pool1nq whtch 1s what they star t ed in December . so what 

I an aslnnq you to do today is t o Ol.' der Ashland in the 

evQrt l t w1~hes to proceed with development of the A4 

tanl t -- and I'll molte the s ame argument in regat·d to AS 

so you onn't have to hear this t;wice --direct thelll to 

file a fotc ~ pool1ng application on the fac tual baaia 
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that t helr lessor, Georg1a-Pacif1c , does not concede that 

it has waived its r1qhts to i nsist on compliance with 

the prov1sions o f the Virginla Code when units are 

f oi111ed. That • s all I'm asking . And I thi nk what needs 

to happen 1s before t bls thing gets back to Kr. Fulmer is 

to have the Board - - at Ashland's option, I s uppose . 

They can dec~de not to proceed -- but is to have the 

Doard create a un1t with regard to A4 and AS pres umably 

based on t es tlcony that would be offered at a bearing at 

a m40~um and perhaps consider prov1s1onal f1eld rules or 

f1el d r ules in thl s area . But 1n any event there's got 

t o be a unit created and t here needs to be a force 

pool i ng order because you've got an unwilling participant 

and you ' ve got c1 leqal 1ssue which Grant asserts in his 

brief and bas told you t oday is not your provence to 

resolve . It' c no dif ferent than people coming 1n and 

s ayi ng I'm a cl ai mant and somebody else saying no , you 're 

not. You don' t resolve those i s nues . You use force 

pool 1ng as a mechan1s m to combine t he interests and let 

th~ par t 1es r esol ve thelr ult1mate dlfferenccs in another 

t o r uo . s o tha:' s kind o f where I ' m coming from on this 

All un.lt today and on t he next .i tem on t ho docket, AS . 

~ ~R. HcQU: RE : May 1 r espond to two points here to clear 

24 ~ocH'th lng up. one , Hr . swart.:: implies that we force 

a poo: GPorg1a-Poc1f1c because GaorQla-Paciflc was unwi ll-
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1ng. As we explained t o you earlier on, we would have 

gone in w1th a voluntary unit much earlier and avoided 

all t hese contentious force "pooling decisions if CNR who 

was the person t hat was unable to make up its mi nd had 

been able t o s 1gn of f on the voluntary unit agreement. 

It was unable to. It asked us to go ahead and force pool 

and we did. we didn't even consider Georgia-Pacific 

because we have t:he right t:o pool in the l ease and we had 

t:o name thee as a party because the statute requ1red us 

to , not because we were dragg1ng them into a force 

pooling s1t:ua t 1on. Let me also say that we believe we're 

r1ght on the l ease issue. We don't believe that ought to 

be before the Board and we'll take our changes before a 

Clrcuit court 1f Georgia-Pacific wants to contes t . We 

have a volunt:ary unit, a contract with the appropriate 

part1es. We JUSt want: to dr1ll . We have a condition and 

a stay out there. The condi tion t:hat a force pooling 

occur and we would like t11at removed and ask the Board to 

order t:he direct or t o remove the condltion and the stay 

and allow us to produce. 

V.R. SWARTZ: Regardless of what Ashland's intentions may or 

may not have be£>n 1n December , t he pooling application 

tha t was f1led in docket number 92/12/lS-0299 , at 

?araqraph 4, Page 6, rel ief souuht says that they want an 

<> tde r os f ollows: A; Pool1no all the i nteresu and 

lOll 
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estates of every ~nd1v1dual or entltY hav1nq an 1ntereat 

1n the gas underly1nq the tracts in the unit, whether 

known or unknown , named here1n in Exhibit c. And if you 

t urn t o Exhl.bit c, t he A4 appllcation, 1t 1ncludes 

ceorqa-Pac l:tc . Buchanan, and -- it i .nc:ludes a~l the 

pa:rues . Exlub1t o to the application only named an 

unleased owner wh1ch was columbia. The application 

sought to Coree pool Georgia-Pacific . Whether or not 

thelr 1ntent may have been somethlnq different, the 

expression that was flled with this Board sought to force 

pool GP 1n t his un1t. The same 1s true with regard to A5 

wh1ch ~s the next 1.tem. I understand that they're 

telllnq you under the terms of their lease this was an 

unnecessary step on t heir part , but at least at one point 

t n tloe they t ook 1t. 

16 HR. HcQU!RE : I'm t elling you under the terms of the s tatute 

17 t hat ! needrd to list them. I think it would have been 

18 wrong not to have l 1sted them as our lessor in force 

19 poolino appl1cat1ons. 

20 ' IlL swARTZ : ! n your rel 1ef sought, though , if you didn't 

21 1nto.nu t o {orce pool Georo1a- Pac1f1.c my point l.S you 

22 !lioply WOUl d have listed the unleased interests. If I 

23 w;u1 qo1.nq to Lor ee pool someonP I didn't have a lease 

24 Wlth I would have sud thnt t wnnt the Board to force 

25 p oc-1 t.XIllb1 • 0 And thl\t 'R t he diatinct~on I'm draw in; . 
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HR . McQUIRE : The i s sue lS one o! contract. 

2 MR . CliAIRMJUI : Questions? 

3 HR . ~~SON : 1 have a comment . 1 think that force pooling ls 

4 applicable 1n s ituations where there is unleased acreage 

5 1n wh1ch there 1s conflicting claims to acreage or where 

6 there are unknown owners and neither of those things 

7 ex~sts in t hese c1rcumst ances . What Ashland's considera-

8 t1ons were when they fi~ed the application -- as I 

9 understand 1t. when they filed the original applicatlon 

10 

11 

12 

13 

14 

there was , in f act, unleased acreage involved and whether 

or no t they included G<!orqta-Pacific as pooled interest 

or not I think 1s largely irrelevant. I tbinlt that at 

the present t1me the only issue involved in thls is 

whether or no t t he lease that 1s 1n existence authorizes 

15 the~ t o create a pooled interest w1th or without Georqia-

16 Pac1!1c ' s pe~1ss1on wh1cb 1s a matter of contract 

17 interpr etatlon and one that properly belongs in court. 

18 ( Pause.) Sandra . isn' t it true the threshold jurisdict-

19 i ona l matt e r 1s unleased . conflict1.ng clai.ms are unltnown 

20 owners? 

21 H;,. RIGGS: under pooling under 45 .1-361 .22 we're not t4llt1ng 

22 about separate! y owned t racts . we 're talking about 

~ se para t e i nt e r ests wi thin the same tract. 

24 HR SWARTZ: You' r e loo~inq at tho wrong statute. This is not 

25 o coalbed oe t hom• well. You need to look at 21 . 

10a 
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HS. RIGGS: That' s what I'm looking at. 

2 HR. SWARTZ: YOU sud 22. 

3 MS. RIGGS : I ' ~ s orry . I'm reading from 21. You're t alking 

4 about separate ly owned interests in the same tract. 

s We're not talking about two tracts. 

6 HR. McQUIRE: wel l , i n this cas e Georgia-Pacific 

7 HS. RIGGS: Lessor/lessee. 

a HR . HcQUIRE: When we had our force poo'Ung application that 

9 you can env~sion a cLrcle and various s lices were 

10 unleaaed Ashland 's lessor is Georgia-Pacific. So it's 

11 not as 1f we have somebody who is unleased out there. 

12 Ashland 1s the lessee of Georgia-Pacific . 

13 HR. HASON : It seems to me that the whol e d i spute is what does 

14 t he term of thls lease a l low them to do . 

1S ~S. RIGGS : That' s r1ght . 

16 MR. MASON: That's someth1ng t hat I don't flnd t bat we have a 

17 r1qht to deal wi th. 

18 HS. RIGGS: I t comes down to a question of have they aqreed to 

19 poo l tne11: l.n teres t . 

~ HR SWARTZ: And we' re sayi ng we haven't and you have to take 

21 our word for ~t. 

~ HS. RIGGS: I thought t hat you s a id--

~ HR. SWARTZ: we have not agreed t o pool. We have not ;iven up 

24 ou1 t1Qht to ob ject to t hoir alulitY t o pool or combine 

2S oc roaqe. They claim they 1u1ve . I mean , th:u statute 

101 
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361 .2 1 does n ' t t alk about if you 've got a lease you're 

home f ree. It says that the Board can enter an order 

pooling all lnterests and if you look at 2 there are 

separat ely owned interes t s in all or part of any such 

drillUlg un1t and t.hose havUlg interest have not agreed 

to pool thelr i n t erests . What Georgia-Pacific is telling 

you t oday 1s we do not read Article 8 of the lease as 

Qivlng t hem t he right to pool or combine acreage under 

t hat l ease over our obJections based upon the Virglnia 

code . 

HS. RIGGS: I m1sunder s t ood what you sa1d . I thought you 

sa~d i t gave them t he r i ght to pool but you reserve the 

r ight t o object t o the unit wh1ch were two different 

th i ngs. 

15 ~'?. McQUIRE: No. u s imply g i ves us tlle right to pool and it 

16 doesn't soy anyth ing e l se . Hr. s wartz i s saying that he 

17 does have that extra right . I t' s not 1n the contract. I 

18 ~10uld d1rect you t o the control l i ng statute whlch is 18 

19 wh1cn says peopl e can contrac t together. 

~ MR. MASON: ~he bot tom l1ne , whe t her i t is or it isn ' t, in my 

21 m1n~ 1 G the questlon of how you intet~ret a legal 

~ document that 1s i n exis tence. It s eems to me that if 

23 GeoJglu-Paclfl c has a problem w1th t hat that they have 

24 Cul l ucccs& to the C1r cui t court i n the county whlch the 

8 well - - they can jo1n this if they want to. It baa 
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not:h l ng to do w1th force pooling. 

2 MR . SWARTZ: You don ' t tell claimants who come in wi th a 

3 s urfa ce deed and claim they own coa1bed methane to qo to 

4 t he c ircult cour~ first. 

5 HS . RIGGS: Bec aus e you have conflict~ng claims --

6 HR. CHAI RMAN : Becaus e the coalbed methane provision specifl-

7 c a lly p r ov1des for conflict1ng cla i ms. 

8 HR. SWARTZ: ! f someone comes before you, as I read this, and 

9 they say they have not agreed to pool their interest as 

10 is assert ed by the appl icant you can enter an order --

11 well , 1t s ays " shal l ". "Shall enter an order pool1ng all 

12 1n terests 1n the drill1ng unit for the developgent 

13 ther e of when " and we' ve got a t least: three tracts in t:h1s 

un1t . You' ve got Georgla-Pacific s aying we have not 

15 agreed t o poo l our 1nt:erest a s proposed per1od. 

16 HR. McQUIRE: Th ere 1s no 1nterest: to pool . It was given all 

17 to Ashland 1n the lease . 

18 HR. CHAIRMAN : Any f urcher ques tions? Do I have a motion? 

19 ~R . MASON: I move t hat the ob ject1ons of Georgia -Pacific to 

~ th 1~ pe.m1 t be te rmlnated wi th the condltion that l.t was 

21 sen~ up to the Bo ar d f or a forc e pool1nq bo removed . 

~ HR. CKA:R}~ : And t ne stay l lfted? 

~ MR. MASO~: Ve~. oi r . 

24 MR. SVANS: wou ld t hat a l s o l l ft t he s tay on production? Ia 

25 th _lt what you S<l l.d? 

10~ 
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MR. MASON: Yes . 

HR. EVANS: I'll second that. 

HR . CHAIRMAN : Hot1on and second . FUrther discussion? All in 

favor SlQnlfY by say1nq yes . (ALL AFFIRM.) Opposed say 

no . (NON£ .) unan1mous approval . 
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2 

3 HR . CHAIRMAN : The nex~ item on the agenda bas also been 

• referred by ~he 01rector of tbe DlVis ion of Gas and 011 

5 for t he Board's cons l.derat:ion on the appl1cation sub-

6 ml tted by Ashl and for GP-AS . This is docket number 

7 VGOB-93/06/22- 0387. Are t here any d1fferent issues? 

8 HR . McQUIRE : None to my knowledge . Ther e 1s a voluntary un1t 

9 on the AS as well. I~ was attached to the pleadinc;~ 

10 filed . 

11 HR . SWARTZ: r guess I would s1mply tender th1s comment one 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

more t1me. 1 cannot find anywhere 1n 361 . 21 language 

that says directly o r indirectly that a person wbo s iqns 

a l~ase cannot come 1.11 front of t he Board and sey I do 

not Jgree Wl. t h my lessor' s 1nterpretatlon and I am 

telllng I have not: agreed to pool th1s acreage. Unles s 

361.21 somehow author1zes you t o 1gnore a s l.tuation where 

~ lessor comes 1n and says 1 have no t agreed to pool my 

leas~ wttn th1s acreage or my 1nterest Wlth this acreage 

- - you need to do something about lt: . I don't sec 

anywhere 1n 36 1 . 21 the dis tinction that the Board seems 

t o bo drow1ng. Essentially what you' re s aying i s you're 

re~o1v1nq a legal ques tion . You 're say1n9 there's a 

voluntory pool1ng agreement 1n oxistonco or you're aayino 

t.hol bec.lU~e tlli~re •s a lN1e e 1n ~x ta tence wa •re not OOlnQ 

1 O'l 
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to deal with t his. I would th1nk that you would want 

2 some clear statutory authority for the position you're 

3 adopt ing. Maybe I'm JUSt on a different wavelength --

4 HR. CHAIRMAN : How do you i nterpret "upon applicationse as the 

5 language of the statute l eads 1n? What emphasis do you 

6 place on that - - upon application to the Board rather 

7 than the Board exertlDg JUrisdict~on to step into that 

a dispute? 

9 KR. SWARTZ: What you're doing , you're tak1ng a permit 

10 appllcation wb1ch has caused Hr. FUlmer to conclude that 

11 there 1s a dl.spute as to whether or not As hland bas the 

12 r l.ght to create a voluntary unit . And he has said I need 

13 

14 

to be sat~sf1ed. 1n essence -- I suppose that's why he's 

referred 1t up here. I need to be s atisfied that there 

15 1s a right to c reate a voluntary unit or a unit needs to 

16 be credt~d betore I'm golnQ to allow production under 

17 thls unit. I need to know who is 1n it and what it's 

18 qo1ng to look like. so he's referred a permit objection 

19 to you whl ch I have obJected to s ay there is not a 

20 voluntary un1t. I • o not 1n fron t of you sayinq you need 

21 to torce pool someth1ng today. What I 'm suggest1n9 t o 

22 you lfl you need t.o make a de.cis1on as to whether or not a 

23 lE:-ase ant.Prpt·etatl.on dispute wh1ch causes the lessee to 

2• s.:~y WL• • ve qoL t ho r loht t.o do t.h1s and Gcoro1a-Pacif;1c, 
• 

~ my c 11ent, to s ay we have not q1ven up our r1qhts t o 

\ Q8 
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21 

22 

scrutul1=e your conduct and apply the statute and tender 

objec tions . Elt.her you need to send it back to Mr . 

FUlmer and say dls~ss the objectl.ons or continue the 

condit1on for force pooling and let them force pool it. 

I mean , we 're not here on an applicat1on for force 

pool1ng . r •ro not try1ng to get any force pooling order. 

The t wo alt.ernatl.ves that I see are send it back FUlmer 

and say th1s ls a voluntary unit on which you can issue a 

perm1t and !1ft the stay. That's what's troubling him. 

That's why it came up today . Or you send it back to him 

and say we are not go1nq to resolve whether or not this 

i s a voluntary un1t because we have two people telling us 

one s ay1ng it 1s , one s ay1ng 1t 1sn 't and we' re not 

901ng to resolve that 1ssue or we are going to resolve 

that 1ssue. Obv1ously lf you don't want to resolve the 

quest1on of whether or not it 's n voluntary unit you need 

to send lt back to Hr. FUlmer and s ay cont1nue the 

cond 1t1on that thls be f o r ce pooled because we ' re not 

go1ng t o address whe ther or not a voluntary unit has been 

fo~~ed or can be formed. And if you make a dec1sion that 

wha t has been formed then you s end it bac lt and there 's a 

un1 t on whtc:h you can iss ue a pet'1111t. 

23 MR. MASON: I tlu.nk Mr . swa t·t:z h l t the nail on t he head 

24 

25 

Pllllll'r wht>n he silid t hat lt seems to m~ that what 

you' re do tng ts you're decidinq that ther~•s a leAse in 
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1 place and you' re not goi ng t o do anything else. That's 

2 exactly what I th i nk we're dol.ng except we're not making 

3 t he determtnation -- you phrased your alternatives 1n 

4 terms ot whether or not we concluded that there was a 

5 voluntary unit in ex~stence or not. I don't think we've 

s done tbat at all. All we' ve done is we have decided that 

7 there ' s a person appearing here who seems to have a claim 

8 under a lease to go forth as an operator of this property 

9 -- of this well. 

10 HR. SWARTZ: If you' r e not telll.nq Hr. Fulmer t hat there ' s a 

11 un1 t are you expectl.ng hl.m to lift the stay on production 

12 and let this proceed? Because you need to tell him 

13 there's a un1t for him t o do t hat . 

14 HR. CHAIRMAN : on the pr evious order that we just entered we 

15 did lift the stay and Wfl did dismiss the force pooling. 

16 HR . HASON: He's got somebody before him who claims to have 

17 tbe r1ght under tbelr lease to go forward and drill this 

18 

19 

20 

21 

22 

23 

24 

25 

well and we 're saying we •re not going t o do anything to 

1nt~r £ere w1 th those rl.~hts. We' r e not ta~ng the 

pos1 ~1on on whether or not this voluntar y uni t agreement 

10 etfec t1vo or not. That's up to the two of you all t o 

dec 1.de. 

HP. SWARTZ : can you nave a producing well on somethino ~tat 

11m' r .l unit? I meon, how can he issue a permit or l.ift 

the stliY on n peL·ml t unless t here has been a resohtu.on 

\\0 



• as to whether or not there's a uni t trom which it ' s 

• 

• 

2 produc1ng? 

3 HR. MASON : If you think there isn 't a untt you have redress 

4 to the court to do something about it . 

5 MR. SWARTZ: I'm not the applicant . we talk a lot about 

6 burdens and that you don't want to put --

7 HR. McQUIRE: I t doesn't matter whether -- he can always s ue 

8 us. 

9 HR. SWARTZ: I'm not appl yi ng for a permit. Hy client got 

10 not1cc and I tb~nk you 're essentially putting the burden 

11 on a per son who was nottced on a permi t appl1cat1on . r 

12 

13 

14 

mean, you don't tlte person who appltes for a permit 

would seec to have certain thresnold burdens that they 

have to overcome and one of them is that there's a 

15 productlon unit . 

16 HR. CHAIRMAN: Hr . swartz, I believe t hat the Boa"rd order on 

17 the previous case indtcated that we belleve he bas 

18 overcome t hoce burd~ns . 

19 HR. SWARTZ: so you believe there i s a unit? 

20 HR. HASOtl. No. We beLteve that he has asserted and repres en-

21 ted to the In~pector that he has a unit. He's appeared 

22 

23 

24 

2s 

be fore Hr. Fulmer and he s aid, "We have a lease. we have 

the nght.. we want a pe1:m1t. we have everything we nee~ 

to gt> t ont>." That's what he' s ro:>presented to Hr . FUlmer . 

1; that correct? 
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HR. HcQUIRE: That.'s nght. 

HR . MASON: Hr. FUlmer thtm gives hLm the permit. Now, why 

should we 1ntercede in that because the only basis on it 

t.hat we could :mtercede l.S t o say we don't believe that 

he does have a un1t . 

HR . SWARTZ: Hr. Fulmer gave h1m a permit conditloned on 

fonnng a unlt.. They came up here to form a unit. They 

wi t.hdrew --

HR. HASON: aut that was when there were other parties that 

were unleased. 

HR. McQUIRE : I think Mr . swartz answer to your in1t1al 

quest1on was no he doesn 't have any other arguments. 

That he --

14 HR. MASON : As I understand the facts from him that CNR 

15 HR. SWARTZ: But he's set 1t up here to c reate a unit. He 

16 d1d a~d now you' re say1ng t o go back s ay1ng there's a 

17 un1t. I JUSt wan t you to unders tand that when this came 

18 up lt. came up t o be force pooled and have a unlt created . 

19 Mn. MASON: J unders tand that. At that tl.me there was an 

~ unleased acreage. As I understand 1t, t hat has s 1nce 

21 bee>n r emoved. The only 1ssues, as I understand it, that 

22 you nll ar e d1sput: 'lng over is whether or not the language 

23 1n th1Cl leas<> aut:hor1::es t:hom to pool thi s unit voluntal'--

24 1l y under t he l anguage o f the .lease . That's the only 

25 ltlSUe • 



~ MR. SWARTZ : over the ob) ec~lon of Georgia-Pacific . 

• 

• 

2 MR. HASON: But that's a l l i n terms of interpretation of the 

3 lease provision . 

4 HR. SWARTZ: so i f t he applicant can throw any --well, forge t 

s it . 'lou ' re saying that -- I guess what I don't under-

6 stand, there has to be an as sumption LD your de termina-

7 t 1on that a un1t ex1s t s and/ or i s being created. To get 

6 to that po1nt you have to ignore or make a factual 

9 resolution of ~he complet e competing assert ions you're 

10 hear1ng. 

tt MR. Ht.SON: I don 't see it as competing as sertions of two 

12 owners saytng we both own the s ame thing or that we don't 

13 

14 

15 

16 

know who thos e owners are or there are owners that are 

unknown. What you' ve got here is we know what Georqia

Paclflc owns , we know wha t Ashland owns. The question is 

what does t h!.s contract s ay that they can do with those 

17 th1ngs. 

18 HR. S'./ARTZ: Rtght. 

19 

2D 

21 

22 

23 

24 

2S 

.'4!l.. MASON: I t1nd that comple tel y dif fe r ent f r om a conflict 

be~ween ownl!rs as t o who ownn what . They ' r e d-1ffcrent in 

my r:11nd th<ln people com1ng tn her e i n whl ch there are two 

landownerB who both cla1m to have -- when you come in as 

an applt.cant and you Cl'l' t.ify to this Board that you have 

se .. rched r.ttl-.! t.o t his property -- all the property in 

rhls 11n1t and you certlfV t o the Board that t hese are all 
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16 

17 

18 

19 

20 

21 

22 

the own~rs and these are what percentages of the unit 

they own, you make that certif1cat1on to us, we rely on 

t hlt and we ac t on lt . 

HR. SWARTZ : Yeah. But what if somebody s hows up and says 

they c1ssed me or they' ve got it wrong? And that 's what 

I'c say1ng. ~hey have made a threshold sbow~nq and I ' m 

coming 1n and say1ng t.heu threshold-- I don' t agree 

with that. 

HR. MASON : I agree w1th you. And what 's happened here is 

that t here 1s a dispute about that, but tbe sole para

meters of that disput e due not relate to anything other 

than the 1nterpretat1on of the l anguage of th1s lease 

which is not somet h1n0 wi thin our JUrisdict ion. That's a 

legal 1ssue that properly 11es with the Court . 

MR. McQUIRE: I would s ay i t's not even a proper obJection. 

35 says a r oyalty owner has c1n·tain objections but he 

can ( 't obJect to anything about contract r lqhts. He can 

obJect when 1t threatens his r1ghts as1de from his 

cont rac t r1ghts. Those are no t proper objections before 

the- Board. 

H?. SWARTZ: what 1 ' ~ say1ng is I've oot a r ight to assert the 

s ra t utory obj ections that a royalt y owner has . 

23 Hit. CHAI RMAN : How do you reel under 35. c that the t·oyalty 

24 

25 

owne-1 Lnt<>rc Nt ob)ectlon 1s pr opet·ly before thlR Boa1.·d, 

Hr . s wart=? I'm ao1nq back s pecifically t o that where is 
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2 

s ays that the onlY objections t o the permit or modif1ca

t:lona may be the fo llowing and lists those. 

3 HR . s wARTZ: well. dlrec t l Y impinges upon the royaltY owner 's 

4 gas and oll 1nterests. I mean . thls is a correlative 

5 right s 1ssue. GP does not the unit shape. we•ve been 

6 t h rough thls. They don't l i ke the unit sizing . They 

7 would preier t o see a qrid -- l t' s a correlat 1ve rights 

8 issue. JS.C.l -- 1t's go1ng to have an effect on the 

9 r oyaltY lnteres t and the development the way in which 

10 this area is developed . 

11 HR. CHAIRMAN: Has Georgla-Pacific appli ed for a pool1D9 

12 appl1cat1on? 

13 HR . SWARTZ: NO • 

14 MR. CHAIRMAN : Anythlng further? 

15 MR . SWARTZ: I would l1 lte to have ten days within which to 

16 f1le for a force pooling -- to f ile a force pooling 

17 appl~catl.on wttn regard to thlS uni t because I think I 

16 ~mow where we' re headed here. And if I could have ten 

19 dnys to c onsult with my client so they 'd bave an oppor-

20 tuni tY t o f l.lEC> a pooling application for this unit. Ten 

21 

22 

23 

24 

25 

days beyond today 's date. 

l·~R. McQUtRE : I obJect. 1 t h ink we are ready to produce . 
We 

have been ready to produce for some t i me. If t hey've got 

a prublcm \-lith what IHIO happened here sue us in nuch tm lln 

court und get a judgem~nt against us . I don•~ believ~ 



• they can, but tney •ve got a way of legal redress to the 

• 

• 

2 C1r cu1t court of Buchanan county for interpretation of 

3 t h i s contract. Otherwi se we'll be back here -- if it's 

4 f 1led 1n ten days we ' ll be back here in August going over 

s t he s~e th~g we 've been going over for months. 

6 KR . SWARTZ: Al l that's go1ng to happen it s ounds like the 

7 s tay 1s go1ng t o b e llfted , you ' ll be in business 

8 tonorrow. If we fil e a poolinu applicatlon it may re-

9 s1: e t he un1 t and -- ! don ' t see that it prevents you 

10 t r oa produc1ng. It sounds lLke your stay lS com~g off 

11 and ! qather !'m be1ng told somehow that the Board 

12 perce1ved t hat Georgla-Pacific has an obligation before 

13 

14 

15 

1t. to r a tse t h l S 1s sue by filing a pooling appl1cation, 

and I wan t to g1ve them an opportunity t o consider 

whether or no t they want to do that wi th regard to this. 

16 And I 'm not ~ugges~nq you make a ruling on this applica-

17 tlon , t o not l lft t he stay. or that you ins truct Hr. 

18 FulQer 1n any woy tod ay or impede Ashland's 

19 !? . K QUTRE : Geor q10:1- Pac1 f ie r egardless o f what happens 

20 · oady, can t ile someth1ng next week, whether it's for 

21 !1eld rule~ or f orce pool1nq o r a law s uit i n Buchanan 

22 county. Uothl ng i s qol.ng t o hoppen .in front of this 

23 

25 

Bonrd :not 's going to stop you from doing that . 

sw~RT;:. ~e 11 l don' t want th1s z:ull.ng o1· my silonce, 

r-pPclfl~~lly h~ving been asked whether or not they had 

lltl 
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f~led a pool 1ng applicaeion and indicated that they had 

not --

3 KR. HcQU7RE: I think that s t i pulates you can file about 

4 anything you want. Whether it will be accepted, that • s 

5 another matter. 

6 HR. MASON : I think we've spent enough time on this . 

7 MR. ~RMJ\N: I'm r eady . 

8 HR. MASON: I make the s ame moeion that I made before. 

9 that the ob)ccuon be turned down , the stay l.ifted . and 

10 the third e l ement was 

11 HR. McQUI RE : The condl. tl.on be removed. 

12 HR . l'.JI.SON: The cond.J.tion be removed . 

13 MR. EVANS: r' 11 second i t • 

14 HR . CHAIRMAN : A mot ion and s econd. FUrther discussion? 

15 All 1n f avor s i qnify by sayina yes . (ALL AFFIRH.) 

16 Opposed s ay no . (NONE. ) Un an1mous appr oval. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Ul 
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ITEH VIL VIII , IX 

2 

3 HIL CHAIRMAN : The next ite.m on the agenda is a petition for 

4 force pool1ng by Buchanan Product~on Company for the U- 14 

s un1t. Th ls 1s docket number VGOB-93/06/22- 037 9 . We ' d 

6 ask the part.1e~ that wish to address the Board to come 

7 forward c'lt t hi H ti111e. 

8 HR 

9 

McGLOTHLI N: Hr. Cha~rman, due to a poss ible confl i c t of 

tn t~rest 1 would ask to be excused. 

10 :-tR. CHAIRMAN : we don ' t have a quorum. 

11 HR. SWAPTZ: r: you start with a quorum I t hink you have --

12 MS. RTGGS: 1 thin'k tll(l t ' s correct . 

13 HR . CHAIRHk~ : Let's qo further on the record and t hen we' l l 

14 do 1 r. Let'~; l et them 1ntroduce everything and see wbo 

15 W'.!' ve qot . 

16 !~.R. • ../AliT<:· Th~ nt):<t. three units, 0379. 0380 and 0381, are 

17 all t't?la t ed unl l.& t nvolving the same lonQWal l panels. If 

18 you could Cind out lf there are folks here, whether or 

t 9 not w• cou-d consol ldate t hese --

~ J~. CHA:F~~~: I ' -1 call the next two docket numbers . A 

21 pe~1Llon t ot torco poo llng -- all three of thea~ are. 

22 The e>tntor t WO 1\ re Buchanan Pt'Oduction Company for the U-

23 1~ ttntt V00£:1-CfJ/Ol>/2.Z - 03QO, and the U- 16 un1t, dockst 

24 r. t~b~" VGOB-93 /0b/2~-0 381. Wo 'd ask any part~ea t hat 

25 w. 'lh to ,1daress tho Board 1n thl'SC matters to coma 

l\8 
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forward at t h!s t~e . Go ahead. 

2 HR. McGLOTHLIN: Mr. Cha1rman , I would l\ke to s ay that I also 

3 hove a poaDibl~ conflic t on the other t wo an well . 

4 HR . CHAIRMAN: All ri~bt. You may si t t hese out . 

5 MR . SWARTZ: Mark A. s wartz appear1ng for Buchanan Produc tion 

6 and oxv , USA. Hy f i rst witness would be sam Gordon . 

7 HR . CHAIRMAN: Before we go forward the record will show there 

6 are no o~hers present t h at wis h to appear today . Hr. 

9 Gordon, if you'd be sworn in, please . 

10 COURT REPORTER: (Swears Wltness.) 

11 

12 SAMUEL E • GORDON 

13 a w1tneso who, after havLnq been dul y ~om. was exa»ined and 

14 t os t ltlcd as fol lows : 

15 

16 

17 

DIRECT EXAMINATION 

18 BY HR . ~WARTZ: 

19 Q. r.ould you s tate your full name fo r us? 

20 A. sa111uPl Edward Gordon, II . 

21 Q Who do you work for, sam? 

22 A OXY. UBI\ , Inc. 

23 •J. Old you prt-pore the notices of hearing 

24 tlOI\n wJ th roqard to un"Lt U-14 , 15 and 

25 "· Y~l> • t d1d. 

and the applica-

16? 

llt 
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o. oo all of th~se un1.t:s involve the same two lonqwall 

2 panels? 

3 A. . 

4 Q . 

Yes, they do. 

A.nd 1.f the Board me~ers were to look at any £Kh1bit G, 

5 Page 1, t o any one of these three pooling applications 

6 before them today they would see the 1-Development Panel 

7 and 2- Development Panel that are 1.nvol ved in the u-row, 

8 would they not? 

9 A. . 

10 Q . 

That is correct. Yes. 

With regard t o each of these three un~ts i s it expected 

11 or l.ntended that they would start out as short bole 

12 productl.on units? 

13 A. • Tbat is correct. 

14 Q. A.nd then ultlmately as tuning processed, if ultimately 

15 minl.ng proaressed , then they would become active qob 

18 un~ ts produc1ng from the de- stress :one associated with 

17 the c1.n1ng o! the Pocahontas • 3 seam? 

18 A. 

19 0 

Tnat is correct. 

so the mtning process would be t he s ame f or al l three 

~ untts as wel l ? 

21 A . 

22 Q. 

23 

24 A. 

25 ( I 

ves, lt would. 

Wtth regard to the u- row are there, in fact, two lonqwall 

pon'.'ll s that are in the u-t·ow? 

Yes , there i n. 

And wuh roqanl t.o ~nch of t heRe applications la there 

uo 
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2 A. 

3 Q. 

one well tn each unit proposed in each panel? 

Yes, t here is . 

so there 's t wo wells per unit generated, one per each 

4 panel? 

5 A. 

6 Q. 

correc t . 

The appllcant on each of these three applications is 

7 Buchanan Produc t 1on company , is that correct? 

8 A. 

9 Q. 

10 A . 

t1 Q. 

12 

13 

14 A . 

15 Q . 

16 A . 

17 Q. 

That i s correct. 

And that i s a Virginia general partnership? 

That is correct . 

And the two partners in Buchanan Production are Appalacb

l an Operat or s , Inc. and Appalachian Methane, Inc ., is 

that nght? 

Tha t is correct. 

And aPe 1s au thorized to do business in the commonwealth? 

That is cor rect. 

In each o f these t hree appl ications i s Buchanan Produc-

18 t l on rl'queRting t hat someone other t han 1 tself be 

19 

20 A. 

21 c. 

22 A. 

23 n. 

des1qnated the operator of these un1ts ? 

Yes. we arP. 

And who would that be? 

OY.V. USi\, Inc. 

oxv 1~ o Del aware corporation authort: ed to do business 

24 1n the CommonwtMl t h? 

2S ''· 
Yet~ 1 t l ll • 
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Q. Has OXY reglstered wi th the DHKB and does it have a 

2 blanket bond on f H e as t·equired by law? 

3 A. 

4 Q. 

5 

Yes. 1t does . 

Has the management co111111lttee of Buchanan Production 

company delegated t o OXY, USA "the authority to explore, 

e devel op and malnto1n the propert1es of Buchanan Produc-

7 

8 A. 

9 

10 Q . 

tlon company" as itn professional manager? 

Yes, it has. And t ha t is stipulated in &xhib1.t J, Page 

1. 

Have certaln people with OXY, USA been delegated specific 

11 dut.les and g1v~n npec if ic outborltY wi th reqard to 

12 manag1ng the affairs of Buchanan Production company? 

13 A • 

14 

Yes, it has. It has appointed Glen VonGolen as general 

manager, Har t 1n £ . W1rth as land manager, and myself as 

15 regulator y manager . 

16 Q . 

17 

16 A. 

Has oxv. USA consen ted to ~ervc as unit operator if it 

should be appo1nLed bY the Board? 

Yes, tt hao. we hnve o statement to that effect , Exhibit 

10 J, Paqt' 2 . 

20 Q. 

21 

22 

23 

24 ;\ 

25 J 

Wlth r~gard to each o r the~e three appl ications did you 

ma1l or cauRe to be mo iled t o everyone whose address is 

lls ted 1n Exh 1b1 t B the not1co o I! he01·i no and the 

app t 1t .lt lon and cxlub1 to ? 

Yeb. I d1d. 

H•W•• yo11 f ll•'d copi(l tJ ot: tho orean cards , proof of 
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2 

3 A. 

4 Q. 

publlc llt i on w1th Hr. Fulmer' s office wl.t.h regard t o each 

of th~se un1ts? 

Yes . we have. 

In add1t1on d1d OXY , USA cause a not~ce or a copy of the 

5 not lce of hear1ng Wl t h r egard to each of these three 

6 uni t s to b e publ t s hed 1n a local newspaper? 

7 A. 

8 Q. 

9 ~ . 

10 Q. 

11 

12 A . 

13 Q • 

14 

15 A. 

16 

17 Q. 

18 A. 

19 Q 

Yes, we did . 

And ~Jhlch one was t hat? 

Virginia Hountal neer. 

Have you f lled p roo f s of publication and copies of the 

not1ces w1th Hr . Ful mer' s off ice a fi Exhib tt E? 

Yes , we d i d . 

And that woul d have been on what , June 11th? June 1St, 

June 11th, somethlng like that ? 

That's cor r ect. on u-14 i t was J une 1st . on U-15 and u-

16 lt w1s June 11 t h . 

when you fil ed t he proof? 

\'es . 

~tatt lnq Wl th the r espondents on uni t U-14, t f you would, 

20 you d1d. 111 f.tc t , maJ.l v 1a C<'r t lfied mal l / return recolpt 

21 x· eCI1l~> e. t\!d to everyone that you had an address f or ? 

22 ;... Tlhlt lfl COl'l(ICt. 

2l n. was t ilt> only pe-r son on unlt u-\11 for whom you had mail 

24 cc.wa Mck Cr•llll thl' post of fi c" Fr anlo .e Hoe street? 

25 A Th<1t '" .:ot'L'Pc t . 

lU 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

13 Q . 

14 

were ~here any per sons 1n U- 14 for whom you had no 

addresses and we r e unable ~o mail ? 

None. 

Whe~ abouc the B. F. McGlothlin heirs ? 

well, we named t he he~rs se~ out above and t~en we listed 

~he s. r . McGlothlin heirs as a to~al t o capt ure anyone 

that we may have missed . 

so that t he he~rs to the e xtent you 've been able to 

determ~e thee al l rece~ved notice? 

That l S correc t . 

And were mailed? 

Tha t • s corr ec c. 

w~th reqa r d t o un~t U- 14 ic' s a l it~le different than 15 

and 16 , is it not , because ~t involves the pool1nq of the 

15 sur!ace owner? 

16 A. 

17 Q. 

Thac 1~ correct. Yes . 

Are the nnly fol ks cha t you 're pool ing in un~t U- 14 or 

18 s~ek~ng to pool 1n U- 14 s urf ace owners who have affirma-

19 t\vely ~ade a cla 1m t o coa lbcd methane? 

20 A. That 1s correc t . 

21 Q. And ! f the Board were co look at Exllib1 t A, Paqe 2, 

22 there • 11 a n amended Exh 1bit 1\ , Paqc 2, docs that show, in 

23 fac t . he i n t eres t: that' s subj ect t o the poolinq applica-

24 

25 /1 

tlon -- Pilge ~. sam . 

Ol:lly . 
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2 

3 

Q. 

A.. 

Q. 

That 1s, 1n fact , j us t surface? 

That 1s correc t , just sur face. 

And what percent age o f the surface owners have made 

" cla1ms ? 

5 A. . 

6 

7 Q. 

8 

The cla1m 1s asserted against 44.31 percent of the 

surtoce . 

Has oxv and/or Buchanan Production obta1ned leases from 

100 percent of the coal owners tmd 100 percent of the oil 

9 and gas owners? 

10 A. . 

11 Q. 

12 A.. 

13 Q • 

14 

15 A. 

18 0 

Yes, tt bas . 

And t hat 's also shown on Exhibi t A, Page 2? 

That l S correct. 

Wl th regard t o t~s un1t, U-14, do you wish to add or 

d1S~1ss any respondents? 

No, we do not . 

Turning to Exh ibit. c which is au amended exhibit we're 

17 back to a detai led well es t i mate, aren't we? 

18 " . 

19 ~. 

20 

21 A. 

22 Q. 

23 

Yes, we are. 

And w~ have t wo becaube there a re two panels Wlthin un1t 

U- 14 ann t wo proposed wells? 

Tl'IDt' l- correct. 

In1 t l nlly when thls appl icatlon was submitted you 

suDM1t ted an Exhibi t c whlch hod a bore hole fee on it 

2~ that we 've b~en us i ng fo~ qui te Rome time , correct? 

25 ,, • Tha t 1s corr t·c t . 
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2 

3 

4 

5 

Q. 

A. 

Q. 

Why ha& t his changed? 

Due to the pending sale of I s land creek the bore hole 

agreement nok 1s not e.nforce . so we 're back to utilizing 

0 1 Es for the prospective buyer . 

was the bore hole agreement terminated after the last 

6 Board hearing? 

7 A . 

8 Q. 

9 

10 A . 

11 Q . 

12 A. 

13 Q • 

14 A. 

15 Q. 

16 

17 A . 

18 o. 

That is correct . 

so at least 1n the foreseeable future we ' ll be seeing 

detalled well estlmat es wi th regard to these wells? 

That's correct . 

Old you yourself prepare ExhLbit C? 

Yes , I did. 

Both of them? 

Yes, s1.r. 

Do you have a computer program which generates these for 

you? 

Yes , lt does. 

Do you essent1ally t nsert the total depth and the 

19 inforoatlon with regard to cas ings and water protect1on 

20 r.treat'IR and 1 t: f'lgures che pnce for you? 

21 A. 

22 o. 
23 

Tnat'"' correct . 

Are Page~ 1 and 2, these t wo detailed well e sti.mates, in 

yout· op1nlon a reasonable estimate of the projected costs 

24 t o u l tl l and compl~te then~ t wo wells? 

25 ' Yus, they are . 
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3 
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5 

6 

7 

8 

9 

10 

11 

12 

• 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

• 

Q. 

A. 

Q. 

A . 

Q. 

A. 

Q. 

A. 

o. 

A 

Q. 

The f1rsc one lS 1n che amoun~ of 5160 , 623 and the other 

one 1n che amount o f Sl40,923, correct? 

That is correct . 

Do Clther of these OWEs 1nclude any dollars whatsoever 

f or frack? 

No, they do not. 

And 1f ~hey ~d would cbey be someth i ng 1n the order of 

sao.ooo more? 

That; 's correcc. 

Turnlng now to Exhibl.t G, Page 2, does this show tbe 

per cencage o f each panel, 1- Developmenc East and 2-

oevelopment Ease 1n euch of ~he t hree ~s, U- 14, 15 and 

16 that we' re deal1ng with today? 

Yes. 1t does. 

And t~ese numbers are relevant t o ca lculatlnq part1c1pa

t lon costs and calculatl.nq royalty 1nterests and cal

cnlatlng carn.eo 1nt~rest if ~ha~ were ~o become approp

rtate? 

Ves, t;hey are. 

Tuna no to Exlllbl t G. Page 3. winch there should Also be 

an amended exh1b1 t , Exhlb1t G, Paqe 3 addresses the t otal 

pnn~l costs anticipated for ! -Development East and 2-

Dev~lopment East and then prorates t hose costs based on 

rh~> percenr.aqeR that we just looked at on Exhibit: o, Pa;Q 

2. rot-rec t ? 
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A. 

2 Q . 

That 1s correct. 

And w1th r~gard to un1t U- 14 and panel ! - Development East 

3 what l s the al l ocabl e cos ts? 

4 A . 

5 Q. 

8 A . 

7 Q. 

8 

For U- 14 on 1- 0evelopment East lt' s S113,748 . 

U-15? 

U- 15 is $ 199, 703 and it' s t he s ame for unit U-16. 

And then 1f you tu_-n to the next paQe , Exhib1t G, Page 4, 

a~ended what a re t ne allocable costs given the percentage 

9 o f the panel and t he un1t f 1gur e that we've previously 

10 spoken about and then the t otal panel cost again for u-

11 14 . 15 and 16? 

12 A . 

13 Q • 

14 

U- l q 1s $86,638. 15 and 16 is Sl52,052 each. 

Is aJD!:lndt:d cxhi blt G, Paoe 3 and 4, reproduced in the 

ot he r two pool1ng appl1cat1ons t oday? Are you us 1nq the 

15 same cos ts? 

16 r. 

17 •) ' 

18 \. 

19 Q. 

20 

21 

22 

23 

24 ... 

25 (. 

That 1s corroct . 

Because they 're 1n t he same panels ? 

Con·ect. 

l'urn l n g to ExhlbH G, amended, Poges 5 and 6 again with 

r 5 gard ro un1t U-l q does t hat break out each of the 

1nt.eu :st1· for ~>dch of tho r eapondents i n tenns of their 

ne t lnt:eref;t 1n t he unit , t he un i t percentaoe 1nterest 1n 

tht' Pt\not, uHI chon t he panol i nteres t? 

And 1' rloPs 11 ior e t~.ch pnnel. In o t hor wordo , Page 5 of 

138 



• E:dublt c deals w1th 1-Development East and Page 6 deals 

2 Wlth 2-Develop:nent East? 

3 A. That is correct. 

4 MR . MASOtl : What's the tota l llliiOUnt o f we l l costs allocated t o 

S thlS Unlt U- lq? 

6 HR. GORDON : The t otal amount of well costs? 

7 HR. MASON: Yes . It's a combination, is it not, of the 

6 SllJ,7~8 and S86,638 , is that correct? 

9 HR . GORDON: I f I understan~ your question as to what it would 

10 takP to buy into this unit that's correct. 

11 HR . SWARTZ : Rougn l y S230. 0 00 . 

12 HR . HASml: Do you all have any proJected opernt1nq cost s of 

13 these wells l1ke on a monthly basis? No i dea what i t ' s • 14 go1ng to cost to operat e them? 

15 HR. GORDON : No. These figures we use are jus t the dri l l i ng 

16 of the w~ll, not the operatlnq costs. 

17 HR. MASON: I unders tand that. I'm )ust curious 1f you all 

1B have 4ny proJec ted operatlnq costs. Do you have any i dea 

19 what 1t m1gh t be? 

20 "lR . GORDON · OXY has an operat1na cost set by t he ope l·ating 

21 ayreements that we utili~e . I know we don 't have an 

~ opora t1nq auroement in tb t s estate. I t' s stondftrd policy 

~ for UR and lt ' s a figure that's set by our accounti nq 

24 a roup. 

25 "'R. MASOIJ • Wilen you all make the asct·ow payment~~ V0\1 d&d\\Ct 

• 



• from that tne operating costs , do you no~? 

2 HR . GORDON : As to what interest? Not on royalty. 

3 HR. MASON: No. As t o any partic1pan~ or carr1ed -- have you 

4 had any yet? 

5 HR. GORDON : well, Ashland has elec~ed to be carried on 

6 several wells . but I'm not sure that we drilled any of 

7 those. We've had a few people who elected to be carried 

6 but t hey d1dn' ~ r espond according to t he regs. so we 

9 don·~ . in fact, have any that we can 

10 HR . HJISON: You have no active carried interes~ or participat-

11 1ng interest. for wh1ch you ' re making an expense alloca-

12 t1on subJect t o escrow. Is that an accurate statement? 

13 HR . GORDON : I th1nk that's an accurate statement to my 

• 14 knowledge. 

15 HR. SWARTZ : ~here are [ ew people partic1pa~ed but none of 

16 th~m have come up w1th their part1c1pation shares, too. 

11 so 1 thlnk we' re in a situa~l.on where they ' re essentially 

18 vscrow1ng r oyalty. 

19 " f<. GOPOON· In fact, in our supplement reports that have been 

20 turned 1n t o the State they were deemed to (Inaudible .) 

21 or b~ lod~ed. 

22 •IR. MASON: I'm jus t try1ng t o get a handle on the economics . 

23 '·llt t.VAtlS. Hr. Gordon . you s a1d somethinq about the boro hole 

~ LPe tltdt I'm not clear on. You are no lonqcr chftrginQ a 

25 bOI" hol•" tAo·, ll' that 

• \lO 
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HR . GORDON: On any futu re weLl . 

2 HR EVANS: Lncluding this one? 

3 HR . GORDON: As of our test 1mony last month's hear1n9 the 

• con-crac t that we had with I sland creek was in place . Now 

5 w4th t he purchase w4th consol that's gone . It's no 

6 longer there as far as f uture wells are concerned . 

7 HR. EVANS: And I just have t o ask, on Exhibit C, Page 1, on 

6 un1t u-14 you have a estimate of a llowable costs, a bore 

9 bole fee of S142,500 . And then it goes on for title 

10 op~n1on and regulatory . blah, blah , for a total of 

11 s 164, 000. 

12 HR . GORDON: 5164, 000? 

13 r1R . SWARTZ: Tha t would be your on.ginal exhibit, sam . 

14 HS . RIGGS: FllP two more pages, sam . 

15 HR . GORDON: Okay . 

16 HR. EVANS: F1r st of all. how does EKhiblt C, Page 1. relate 

17 to t ne t No pr ev1ous pages , the OWE? ooes 1 t have any 

18 r elat1onsh lP as far as costs goes on tho bottom of the 

19 OWE~ v~rsu~ what this 1s ? I ' ve got S l 64,000 here and I 

20 don't ltnow how we ' r e going about allocating costs . We're 

21 golng here t o -- go back t o G. Paoe 2, and you g~t 

22 perc-entages i n the un1ts and I understand all that. And 

~ t hen we go back ro Exh1bi t G, Page 3, and that'& the DWE 

~ eot lma t es. 

25 HF . CHAIRMAN: Ken , t t h1 nk the-- t don't want to take ove\' 

13\ 
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here, but c has been amended and we probablY -- am I 

corr ect on that? 

3 HR. SWARTZ: That'S correct . 
4 HR. EVANS: okay . so c no l onger - - this no longer applies? 

5 HR . SWARTZ: Correct. 

6 MR. EVANS: Thank you . 
7 HR. sWARTZ: on the 17th when sam prepared that, and it's 

8 dat ed Hay 17th. t he bore hole aqreement was still a 

9 contract that was in effect. As of today it is history 

10 because the buyer, Buchanan Production. wi l l be doing 

11 business differ entlY and we are now going back to what we 

12 dld or1q1nally , estimating well costs. 

13 MR. EVANS: That 's al l I needed to know, was that sxhib~t C, 

14 Page 1. 1 can mark an X through and say don't--

15 HR . swARTZ: Rlant . But we though t we needed t o give you a 

16 r~ason why . 

17 HR . ~~SON : A~e you f1n1shed? 

18 

19 

20 

MR . SWARTZ: 

~ - MASON: 

'-lR. SWkRi'Z: 

No, but if I have an outline I'll remember. 

well . with t he ows are you - -

sure. 

21 )olfl . HASGN: Till~> gathen.ng 11ne hook- up fee, S20 , 0007 

22 Nr • SWARTZ : That. is the product o£. --

23 \.. ! Hr. swart:. cont1nues.l Hr. Gor don. would you address 

24 that"i' 

25 A. 
Th <o t is tile fee t hat under contrac t <n·rongements with 
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oakwood Gather that they charQe Buchanan Production 

company to connect thei r wells. This fee includes -- and 

3 you ' ll notice that we don ' t have anything as far as 

4 pr1c1ng goes for things like pumpino un~ts, electrical, 

5 line p1.ne fu:tl.nq , packers , tank batteries , start tanJt.s , 

8 qussles, meter runs. All that is owned by Oakwood 

7 Ga therl.ng. so those charges are accessed through that 

a hoolt-up fee by oakwood because it i s their equipment, not 

9 Buchanan' s . 

10 HR . MASON : Why a r e you all doing that? 

11 HR. GORDON : We do it primarily because Oakwood Gatherinq 

12 does not wont anybody owning any part of their qathering 

13 syste::l . 

14 HR . SWARTZ: Also because oakwood may or may not be sold . 

15 MR . MASON: Uh-huh . I mean, it ' R just on unusual arrangem~nt . 

18 You ' rE' nay1nq t ha t the pump on the well -- what will 

17 oakwood Gathering own? 

18 HR . j()RDON : They w1ll own all of the plumbinq. They will own 

19 d ll the electric. They w1ll own all the compressors, 

~ oeter runh, meter s , everything t hat it t akes to connect 

21 thar well and Qet l t mon1torod -- the producta on monitor-

~ ed und into thelr sys t em. 

23 MR . HI\SON. Bu t they ' l l own the pump on the well? 

24 HR . CORDON : No. 

25 HP MASO!; : No? 
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HR. CORDON: Now, lf you ' re ~alking abou~ the mono pump that 

2 sits r1qh~ on top of the well head, that 1s BPCs . That 

3 is Buchanan ' s. 

4 MR. HASOtl: Okay. so where does the qatherUiq s ys te111 owner-

s shlP start , on the other side of that pump, the outside 

6 of lt? 

7 HR. CORDON : At the 1nlet valve of tbei.r system which 

8 there's a fence ou t there, Hr . Mas on, and once it qoes 

9 through that fence 1t becomes Oakwood's. 

10 HR . MASON: I can re!er that as t o Hr. Wirth's dog lots. 

11 XR. SWARTZ : R19ht. 

12 HR . MASON : Those llttle square cyclone dog lot fence thi.ngs, 

13 

14 

you say when the p1pe qoes through that that' s where the 

oakwood System starts and tbe well s tops. That's what 

15 I'm trylnq to get a handle on. 

16 MR. GORDO!~: \'es. 

17 HR. HASO!l: .~ow was t his ill:lount arr1ved at? 

18 MR . WIRTH: To be p~rfectly hones t with you the plumbing qenr 

19 that Oukwood used cost S30 , 000. Now, they will take that 

~ a f ter t hat wol l qoes dead ~nd move it somewhere else . so 

21 Lhr•y colllP up w1 t h a f Hture the t allows ~hem to use that 

~ oqu1pment ~aybe tWlCe . 

23 "!R. HASOtl : I R Oakwood Ga thor i ng also going to be paid a 

24 qatherlnQ te~ or tr~nsmlssion toe? 

25 t4•.. :;WART:: . V .. fl. oC course . 



• 

• 

• 

HR . WI RTH : we 've st1ll got to pay f o r the pipeline . 

2 HR. MASON · Sl r? 

3 HR. WIRTH: The p1peline has got to be paid for socehow. 

4 HR. MASON: The gather1ng s ystem. 

5 HR . WI RTH: And thlS ~s JUSt one end of it. 

6 HR. HASON: olta~· · oo you know what those charges are goinq t o 

7 be? 

8 HR . SWARTZ: I'm go1ng to ob)ect to that. 

9 MR. MASON: Why? 

to HR. SWARTZ: I t's private information with regard to operating 

t 1 costs that aren't being accessed anyway. 

12 HR . HASOtl : You're s aying that this 1sn•t c;o1ng to be charged 

13 to the well? 

14 HR . SWARTZ: We don't have any partlcipants right now. 

15 MR . MASON: s o you ObJect to chsclosing what the production 

16 charges woul d be? 

17 HR SWARTZ: Ga therl ng. Well, 1 gue s s if you could 1ndicate 

18 t o me why lt' s relevant t o thls pool1ng applicatlon I 

19 woula be wtll i ng to r econs1der. 

20 MR .. !ASON: I mean , 1 s e e an 1ndication her~ of approximately 

21 - - whJL p&rcPn taae of 5140 ,000, an arbitrary amount of 

22 r.-one~· stuck on here as a hook-up fee to hook. into a 

23 RYfiLe'll for wh1.ch there's a l so go1ng to be us o charves and 

24 I'd l .dte to know what the economic basis for that 1s . 

25 /\net 1 t' s t•e l evanr; in CQ\'1118 of -- l don' t know how thi~ 

U!l 
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anount wa~ a1~1ved at at all. It' s not so~ethinq that 

comes fr~m a thlrd party . I t's not on erma lenqth 

3 al.'lount . 

4 HR. SWARTZ : well . I think maybe J misunderstood what Hr . 

5 wuth told you, but I believe he j ust testified that the 

6 book- up equlpQent costs approximately SlO,OOO, that the 

7 1ntent1on was that l t could b e reused and rathe r then 

6 charg1ng the ac t ual cost of the equ1pment and the 

9 assumpt1on that Lhey could use it t wice, it had a useful 

10 life f or t wo wells , that they had selected S20,000 as an 

11 est~lllat;:.. And I t .h.lllk that' s what he JUSt tes t1fl.ed to. 

12 HR. MASON : J agree that's what he s a1d. 

13 HR. s wARTZ: I don • t see r.llat as an arbu.rary f iqure . There. 

14 art;! a t leas t 100 m1.les of qathet·ing lines out there which 

15 the s2o,ooo 1~ not go1nq to cover and there i s a qather-

1& ing fc ~. But 1n te~s of - - there 1s a s ensltivity on 

11 t he port of 1:1y c ltent. and there always has been t o 

18 dlsc l os <> t henr· k1nds of !ee,; in t he absenc l!> o f s ome 

19 1ndl.\lat1on t hat they ' re- r e levant t o on i ssue and 

20 unlest' 

21 'fQ. t'I\SOI•. oo you deny that 1 f there • s a partic1pant in t hu 

22 wdl t hat t hdt w1ll effect t h<'1r economic intet·est , the 

~ ~mount of tha t f ee? 

2A HR. SWARTZ· But t hot f~o wtll change avery yeor. I~'a a 

25 t unct :.on o t t:hJ•ough- put . 

\ 36 
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HR. HASON: I'm sorry? 

2 HR. SWARTZ: I t 's a funct ion of che gas that goes through the 

3 syscec on an annual basis and the higher the volume --

4 c11e gathering fees have been relat:ively large in the 

5 s cart up per1od because the volume has been low a.s they 

6 have come on l1ne. As t:he volume increases and OXY 

7 and/or BPC us es their have of cardinal's capacity the 

8 gat hering f ees qo down. They are 1n the process of 

9 going down and they wi ll change every year. 

10 HR. CHA!RMAN: lf someone elects to participate what will 

11 cbe1r partic lpation be based on? Wi~l it be based on 

12 t hese costs as presented to the ~oard today? 

13 MR . SWARTZ : Well, 1 n t erms of what you have to come up with 

14 to part:lcipace? 

15 !ffi. CHAIRMAN : Right. 

16 HR. SWARTZ : Yes. From an onqo1ng relacionship as a partie!-

17 

18 

19 

20 

21 

22 

23 

24 

25 

pant this Board has jurl sdiction on a com:inuinq basis 

if a part ic1panc t hinks he's gett1ng hosed on costs . You 

have retained t hac JUrisdiction. I know enough about the 

- - and frankly , there are two gatheru1g f ees . There is 

Oakwood Gat hering which has over 100 miles of gathering 

l1ne wh1ch t hen puts the gas , having compressed it and in 

som~ 1nscance~ treated 1t , puts i nto card1nal's states 

wh1ch 1s about a ~ s mile p1peline that goes i nto West 

vu·gln1.1. And ther e's a tariff asuoc1ated with that • 

ll'J 
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oak~ood Gacherlnq owns half o f card1nal, but PGP owns the 

2 o t h•.H' half of cardinal and there is a cariff or qathering 

3 fee assoc1ated w1t h that as well. And that fee, as I 

• understand lt , 1s also a function of through- put. 

5 HR. HASON: r s n•c 1t also true chat both sets of these fees 

6 are unregulated? 

7 HR. SWAR7Z: We ll, other than by any jurisdictional entity, 

8 yes. 

9 MR. MASON: Thank you . 

10 MR. CHAl RHAN : You may continue . 

11 o. (Hr. Swa r t= continues . ) In terms of leasinq acreage, and 

12 obv1ouoly you 've l eased qui te a bit of acreage in th1s 

13 

,. 
15 A. 

un1c . eve rythlng except the outstanding s urface 

cl;ncant~ --

Tha r.•s correc t . 

16 -- drP there s t rutdard terms that Buchanan Production and 

17 OXY i'nd othe r s o ffer f or coalb ed methane? 

18 ~. 

19 

v~~. - here 1s. we offe r a one t1me payment o£ Sl per 

bonuE: 0.1r a.·re (or a one- eigh th royalty l e ase f o r a term 

20 o£ flv•• year s. 

;o1 ic. tne f .. vf! yeur t erm r eally relevant here? 

r:o. 1 t ' s not . 22 A 

23 (I BP~nu · ~ the orde r would cont1nue os long as product1on 

25 1\ Thor .• s ,-or rec t. . 

\38 
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Q. would you recommend the same royalty and bonus paym@nts 

2 co the Board 1n the event that people either deem to 

3 el~ct o~ choose to l ease? 

4 A. 

5 Q. 

6 

7 

8 A. 

9 Q . 

Yes , 1 would. 

In terns of your efforts to enter l.nto voluntary aqree-

ments have you , 1n fact, obtained leases from all coal 

owners and all oil and 9as ow~ers? 

Yes , we have. 

And can ! assw:~e that you have not tried t o lease the 

10 surface owners? 

11 A. 

12 Q. 

13 A . 

14 Q. 

15 A . 

16 

17 Q. 

18 

19 II. 

20 Q. 

21 

22 A 

23 Q. 

24 A . 

25 Q. 

No, we haven' t. 

Excuse me? 

we have not . 

And why l.S that? 

Tne surface owners are asserting a claim, but the mineral 

estates are full y leased. 

sue tllat' s the reason why you haven • t done this 'in this 

part1cular instance? 

That's exactly r1ght. 

The projec t ed depth of targe t f ormation here is roughlY 

2.200 feet? 

ves . 

Aml yout target seam 1s t.he Pocahontas ~t3 seam? 

T\1at' s co~rect . 

vou 't e seeking to torce pool all coal seams nnd rock 

l39 
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2 A. 

3 Q. 

4 A, 

5 Q. 

6 A. 

7 Q. 

8 

strata assoc1.at ed therewitil below the Tiller seam? 

That 's correct. 

This is an 80 acre oakwood II un1.t? 

That is cor rect . 

rs that true w1.t h regard to each of these three units? 

That is correct. 

Turn t ng to the next appll.cation, U- 15, again you previou

s l y tes t l.fied that you did mail on unit U- 15 to everyone 

9 -- every respondent for whom you had an address? 

10 A . 

11 Q . 

That is correct . 

I would ask you to tell the Boa r d if any mail came baclt 

12 f rom the post o f fice unclai!ned and if so t he people to 

13 whom t hat mail wos addressed? 

14 A.. we had mail returned from Billy sue Dixson, Kay Child-

15 ress, Patsy Ruth Coleman. carl and Claudia Childress, 

16 Estel Looney , and James c. SUtherland. 

17 Q. And there were people for whom you did not have address-

18 es, correct? 

19 A. 

20 o. 
21 

22 A. 

23 Q. 

Tnat is co rrect.. 

And ( or those people notl.ce would have been accomplished 

through the publ1cat1on that you previously testified to? 

Tbi\t l S corr ect. 

could you JUSt l1st by respondent number 1.n the record 

24 with teaard t o each tract t.he folks for whoin you did not 

~ hilve addresses? 
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A. Jus~ by r eference, under tract 3 r~spondent 17 , Jess ie 

2 Ch!ldress helrs. Tr.lct 4 respondent 1 , 2 , 6 , 7, 10, 11 , 

3 13 , 14 t hrough 19 , 23 t ltr ouvh 28 , 30 throuvh 32, 35, 36 , 

4 

5 

6 Q. 

7 

8 A. 

9 Q. 

10 

s o , 67 t hrough 71 , 73 , 76 , 81 throuqh ~3 , 95 thr ough 103 , 

106 through 114 , 1 16 through 125 , and 138. 

Now, wi th regard t o unit U- 1 5 we have the 80IIC EKhlhl.t c; , 

Page 1 , cor rect? 

Tha t i s correct. 

we a r e seeking here . however , not t o pool surface 

c l aiman t c but to actually pool an oil and gas interest, 

11 cor rec t ? 

12 A. 

13 o . 
14 A. 

15 Q . 

That 1s co r rect. 

And what 1s t he outstan~nq 01.1 and qas interes t ? 

OUtstandLng 0 11 and gas inter est 1s 3~ . 82449 percent. 

Has Buchanan Produc t i on l eased 10 0 pe r cent of t he coal 

16 1nt e rest s ? 

17 A. Ye s, 1 ::. has . 

18 And h a s 1t l eas ed the h~lance o t her t han the 32. 8244 8 

19 percent of t he o l. l and qas int eres t ? 

20 ,., 

21 (I. 

22 

23 i\ 

24 Q. 

25 1\ 

'That 1. correc t . 

~lth r egard to ::.b1s un1t a re t here an amended E~hibit c , 

Pag~q 1 a nd ~ wlth r egdrd t o OWEs? 

TM>n? are ae~ended El\h ib1 t cs . 

DLd yo11 pr~par~ theoo? 

Ye;., 1 th d . 

lU 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

Old you pr~pare ~hem wi~hin ~he las~ 60 days? 

Yes , 1 did. 

And t hese are 1n~ended to be subs ~ituted because of the 

f act that the bore hole agreement is no longe r in e f fec t ? 

Tha~ 1 s cor rect . 

what 1s your reasonable es~imate with r egar d to the 

proJected costs ~o dril l and put thes e two wells in? 

In the panel 1- Deve lopment Eas~ 5178,623 and i n 2-

De velopment Es t 51~ 0 .923 . 

Are ~hese reasonable estima~es of those cost s in your 

11 Oplnl.OO? 

12 A. 

13 Q • 

14 

Yes , ~hey are. 

Aga1.n we 've got an amended Exhib1~ G, Page 3, which 

allocat~tl panel coots bas ed on ~he pe rcentages of t he 

15 panels tn t he vari ous uni ~s t hat we prev1ously looked at, 

16 correct? 

17 A. 

18 0. 

19 

20 

21 A. 

22 o. 
23 

24 fl. 

25 Q. 

That is correc~. 

And these would be the same numbers sbown on Exh1bit G, 

Page 2 and Exhihl t G, Page 3 that we previously dlscussed 

w1th rpgard to U- 14? 

That ' s r.orrec t.. 

And ycm 1 Vt' road in previous ly t he al locable costs f or 

unit U- 15? 

Thar. '~; correct. 

Exh1b1t. G. Pages 4 through 9 r epor t t he var1ous net 

l U 
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2 

3 A. 

4 Q. 

5 

8 A . 

7 Q. 

8 

9 A . 

10 Q . 

11 A . 

12 Q. 

13 

14 

15 A 

16 

17 0 

19 f 

20 0 

21 A. 

22 1). 

i nte:-el' t.s wtthln a un1t wi t hin the pane l and the over all 

panel tnter~st !or each of the respondents , correct? 

'i'ha t i s correct . 

And wou~d be relevant t o esc r ow, r oyalty, par ticipation, 

and carr<ad 1nterest ca lculations? 

Tbat'G correct. 

OX¥ has consented t o s erve as operator in this unit as 

well? 

Tnat is correct. 

And the conl!len t lS on fi le? 

That is c:>rr ect . 

W1 tb reqa Ld t.o t he laRt unit , unit u-16, direc t i no your 

attantion t o A, Page 2 , we are talking about fo rce 

poollng what lo.nd of an i nteres t ? 

wo•re tor ce pool1ng the r ema1nder of the 0 1 1 and gas 

inte r est wh1ch ~ow1ts to 55.25372 percent. 

Ooes oxv have 100 percent of the coal tnte r est under 

i<>a , we do. 

And roughly 45 per cent a f the o1l and gas? 

Th.tr 1 R cor roc t. 

Md • hH 1s not a Etur face ownet· Slt\tatJ.on , t his is an oil 

~ and Yd" n ttu~ tlon? 

24 A 'i'hl\ r t t•on 11.: t. 

25 ('. nu t nlf> untt., tnean tnq u-lti, did you ma.t1 to ovor vono 
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2 A 

3 Q. 

4 

5 A. 

6 

7 Q. 

8 ;.. 

usted as a r espondent fo r whom you had an address f or? 

Thil~ _s correct . 

could you llst the n~es of ~hose persons to whoD you 

call P.d bu~ froQ t.h~ mail came bac k? 

~~ received our ceil ings back from Howard and Shirley 

webb 

No . sack. fro:~~ the pos t offi ce not claimed. 

Oh. 

g You've got t he r1ght list , but just for che record th1s 

10 1s ~all that came back from the post off1ce t hat was not 

11 claimed. Who ~d it come back from unclaimed? 

12 A It caoe ba~< uncla1~ed from Howard and Shi rley Webb, 

13 Kenne: h 11 \u Martha Whlted, Ada and Virq:il Haci l t on, 

Nann1e Presley Lockhart, Bllly sue Dixson, carl and 

15 claud1a Chl ldre£s, Ray Chlldress, Pats y Rut h Cole3an, 

16 cut · . s dOn cnarlotte Eroughtner and Estel Looney. 

17 " New Wlth r~~~rd :o un1t U- l6 could you l1st by trac t and 

18 rf'qp., naerr nudler t.b e> f olks for whom you dld not have 

19 addresi'e;:;? 

20 (\ ll • • .sr· W•• d t d not hav.., dD addretJs for responden t 

21 r.w:l:••:' 1'. 7r~ct 3 , respondents 1. 2. 6, 7, 10, 11, 13, 

22 1.; thrcur.h 1<1. :!3 through :!8 , 30 thtough 3:!, 35, 36 , SO , 

23 (•7 : .rouqh 7J. , 7:'1, 7G, 8 1 t hrough 93, 95 tb\'OUVh 10 3 , 106 

24 tt11·o lCJh l H • ~ 1 u th L·ou~h 1:! 5 .. md 138 . Tract 4 t ho 

~ t~ pondentb w~r~ :. 26 , :q, 31 . 
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Q. Anu you f1! ed proof of mailing a s you previous ly 1nd1cat-

2 ed w1th ragard to this unit as well? 

Yes, we dld. 3 A. 

4 o. Agatn. this is an eo acre unit and we're tal~ing about 

5 all coal seucs and assoc1ated s trata below the Tiller? 

That's corruct:. 6 A. 

7 Q. I s it your opinlon tha t the applicant's plan of develop-

8 ruent f ot these t hree uni t s, 0 -14 , 15 and 16 , i s a 

9 reasonable p lan to develop t he coalbed methane r esource 

10 wtthln and under the units for t.he bene fit of the owners 

11 of that resource? 

Ye . lt lS. 12 A. 

13 o . 
14 

Is lt your op1n1on that the propos ed wells, t wo in e ach 

o! thPs.,. three unit:n , will contribute to the protection 

15 of correldttve rlQhts of the owne r s by produc1nq me thane 

16 thOBQ owners Wlthin and under t he unit 1n ques tion --

17 anci l .,ssen the 1 ikeL.hood of phys i c al was t e and e conomic 

18 l><~a te through ventlng the qas? 

19 A. YPS, tt :!S . 

20 •.. -, ~w:,r "i'Z: Tho. t.' s all t have. 

21 ' ' R. C!IAIRMJ\N: Quebtlons, members of' t he Board? 

22 l!R EVANS: Juat om• cru1ck quentlon and t:his goes way back . 

23 vc-u :1ent1oned "'arly on in the pres en t atlon that you ' r e 

2~ fltl'l(lJHJ Lot on Odkl~ood 1 1 order? 

25 W SWART Z. Right • 

l U 
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HR EVANS: or ,u e you a slnng f or a c oClbl.ned? 

2 MR. SWART~: No. l r's an Oakwood II. 

3 HR. EVANS: In yout appll.cation I t hink 1 t msnt.lons cooln..ned. 

4 I dUd II. 

5 MP. SWAR7Z: rt may but we , in fact, need a II order because 

6 1 t 's <;01.119 to start off a R Ahort hole. The r e are no 

7 frac·: lOll!" propo.,.ed her e at all. 

8 MR. EVNJS: So this lS ~n Oakwood II only? 

9 MR. SWARTZ: Right. 

10 HR. EV~~s: rutd producti on 1~ qolnq t o s tart shortl y I woul d 

11 s ay? 

12 HR. sw~~T:: well, I need t o look at ~~e m1ne map here . rt 

13 loo~E l~k~ th~y·re fa1rly c lose . 

14 HR. EVANS: Yeah. 

15 ill. CHAIRMAN· o you htlve a c-ons ent to s timulate? 

16 MR SIJART~ · we w1ll not bt! Gt!mulatlnq and probably don't 

17 ~ave on!'. 

18 :-1a. CHAIRH.i\N: You probably won' t need one. 

19 l"f' :;wART- Rlqh t. 

20 ~~~ AASON ust want to osk a couplO? of ques tl.ons. I'm 

21 "'" , h·•v.nq • ha1·d t:tn<! w1th t lus - - b ack on t his h oolt-

22 up t~e> bu" 1nu:s. When you had the or1q1nal Exhlb1t c, 

23 Mr. (•Ol'rton, on u n l t U·14 o.10ll you have t h is bore h ol e fee 

~ ot St4~,SOl. 

2S Uh-hllh. 

146 
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HR. HASON: When elns wa s done was it anticlpated that t his 

2 well would be hooked up eo the oakwood Gathering s ystem 

3 ae chat t. lO~~~ 

4 KR . GORDON: V>'R, S l l' . 

5 MR . MASON : Who was t.o own t.he equipment t hen? 

a ~~ . GORDON. Speci f lcally which - -

7 HIL !-!ASO:l : The bace equ1pment now that • s included in tile 

8 520 .000 . 

9 HR. GORDON : There is no equ i pment - -we're talking abou t 

10 connec tlnq th(' well . There is no equipment there. We're 

11 t.alk1ng about a hook-up f e e of equipment that be lonqs to 

12 Oakwood Gather1ng. 

13 HR. HASON: I under s tand t hat. When tltis was proj ected 

14 ehrough t.hi r. bore hole fee the s ame -- Oakwood was going 

15 to hook t hat up and f unus h that s ame equ1pment under 

16 tlla: sc•>n<1. 107 

17 MR. C~ROON: Y~s . 

18 '-!i' MA~ON: 1\nd t h is fortne r s t atemen t for U-14 doesn't s how 

19 any l1~ok-up fee a t ell . 

20 1-'R GORDer; th>, 1 • doesn ' t . 

21 'lAS Oil W('ll , w11y wer e t hey will1ng t o do 1t then for 

~ noth1n9 ~nd now ! t costs s20, 0007 

23 HR. GORDON. :'hey ware no t tlo t uq 1t for nothinq. 

2• l-.fl HASON Tlw n lflhy wRsn' t. :t t t'ei'lec ted on het·e? 

~ 1R. GOROON. I don't know how t o respond to tt, Hr. Hason • 



• 

• 

• 

2 

There lS an agreemen~ w1 ~h Buchanan Pl·oduccion Company 

and oakWood Gathering and ~hat fee bas been in place for 

3 some t i oe . 

4 MR. MASON: Bu t 1 f you l ook a t ~h1s forroer Exhibit C f or U-14 

s i t l lst s Sl 42. 500 as a bore hole fee and under t hat 1t 

6 says equ1pment coa~ and there is a blank and it says 

7 title , r egu l atory and total of 5164 ,000 . Are you t e ll ing 

8 me that. t here Has going t o be a S20,000 fee cbaxqe then 

9 that wasn't reflect e d on here? 

10 HR. GORDON : Fro~ my undexstanding that is correct. 

11 ~~. ~~SON : Are you t e l ling me that all the ones that we 

12 approved prev1ous ly this same type of thing -- that 

13 t her e ' s go1ng t.o b e a 520,000 fee charge that we didn't: 

14 know aoout and wasn' t d1sclosed to t his Board ? 

15 HR. GORDON: That .:barge had nothinq to do with the dr1~ling 

16 o f :hat we l • . 

17 ~R. MASON : Th~n why lS it on this DWS? 

18 ~~. GOPDON: r w1sh i t: wasn ' t: r ight now to be honest with you. 

19 HR. cHA:~~~: Good answe r . 

20 MR . KASON: I' rn J US t. hav ing trouble with this . I don 't 

21 unde1 £· t and how t.hlS sort o f d1dn • t exist and now it 

22 elu~ts. 

~ ·~R. SWAR7Z. He 's not te ll lnq you i t d1dn 't exi s t. He 's been 

24 V"t y a rr H!llntivt- t hu t 1t existed but it was not captured 

25 on t il<: previous e l<l11bitfl , 
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HR. MASON : I understand that, but what I'm trying to say ~s 

2 are you tell l ng c e t hat every one of these that we've 

3 app~oved that t here' s an additional 520,000 charge that's 

4 goin9 to be charqed on th1s well a.s a book-up fee that we 

5 weren ·~ t old about? 

6 MR . SWARTZ : Do you know whether or not i t will flow into the 

7 unl.t? 

8 11R. GOROOtl : I do not know t hat . 

9 HR. SWARTZ; Do you know whether or not Island Creek provided 

10 a serv1ce 1n exchange for t he 520, 0 00 hoolt-up fee and no 

11 ooney was changing hands? 

12 MR. GOP~ON: I do not know t hat. 

13 MR. HASOU : Le t me l nterpose something . Hay I suggest before 

14 we c ome here ne:xt mont h that we get a little clarifica-

15 t1on on th1s? !t m1ght s ave both of us s ome embarrass-

16 ment. 

17 HR. SWARTZ: Sur~. 

18 MR CHAIRMAN: Is that a part of the JOA that you have? I 

19 

20 

21 

22 

23 

24 

2.5 

know t hat we're not look~nQ a t --

.~~. ::.•h.-o-.. >:c don ' t have a JOA. A~e you talking -- between 

the compantes? 

iR. MASON: No. Do you have one. We don't . 

HR. CWA?.Tz: The affil l ates agreement addr essed - - I'm tal king 

cll:>uu- 1.111 oqrPemen t between Island Cr eek and Bucluman 

Productlon --

\U 
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HR. CHAIRMAN: Rigbc. 

2 MR. SWARTZ: oakwood and OXY addressed book- up fees, 

3 e leccrical dtstr~ut~on s ystems and there was a trade 

4 of f . And the hook- up fee f r om oa.kwood was a trade off. 

5 Island cre~k had obligations to extend the power lmes, 

6 :o let us use road -- there was a compr ehensive affiliat-

7 es aq=ee~encs chat meshed the various activities and 

8 whose responsLbilltY was what. so I'~ not s~re -- I 

9 mean, 1 dono t think sam IUlows enough about t .his affiliate 

10 t!linq 

11 MR. HASON : ! personally t h1nlt tha't what happened was that 

12 tb1s bore hole fee included e verything up to the dog lot 

13 fence . 

14 HR. SWARTZ: It a1d. !t didn't i nc lude anything beyond the 

15 fenco>. 

16 HP . !'.A SON : -=-noc o s r::.ght . But we ore go~.ng in the other 

17 d~rect1on now. Tha t was the bore hole f ee -- someone 

18 t~scltl~d prevtously that what t hey bought was everything 

19 up to t.IH! fence coming out o f the well . now we' r e 

~ :a:lt!na ~bout ft~m where that fence s tarts over and what 

21 ! canor underr;tand ts why this s uddenly qoes away and we 

22 go r o 1ctuol costs and we p1clt up someth~nq here tbat we 

~ no\ ~1 hao before. 

24 

2S 

'lR SWARTZ: 

~R. MASON 

l understand. 

r 11nd that inconsistent. 

1!10 



1 HR. SWARTZ: !n large measure wna~ Sam is do1ng his best to 

2 deul w~th 1 s a r econfiguratton of the relationship 

3 between these related companies, immediately ant1cipation 

4 of th~ sale that ~ay not 1nclude al l of l.t . I mean . 

5 that's wnat you're see1ng. 

6 ~R. MASON: : understand all t hat, Mark . The problem is when 

7 

8 

9 

10 

• 

that reconf1gurat1on man~fests 1tself and how there are 

cos t 3 allocated that e f fect people that elect. That 

becomes very relevant to what we' re dotng and I feel 

l~~e for us to adopt something l1ke this wi thout know~ng 

11 what those are :1s 1mproper. 

12 MR . CHA:P.KAN: AnYt:bl.ng further? Do you have anythi ng 

13 further, Mr. swartz? 

14 M?. S\o/APTZ: 1:o. 

15 I~R. C'rlA:ili".A!~ . Do we have a mot:1on? 

16 

17 

? . EVA!IS Hr. :o~ason. ! • ve got: a quest 100 for you. 

h1ve d -- I've h~a~d the f orgoung dtscussion. 

Do you 

Do you 

18 ~ant :~ s~e a cost b reak down or some just1f1cation of 

19 

20 

21 

22 

23 

24 

25 

:hat ot· wu::: --

' . ~.sc~: Nc . I ' m more concerned abou~ -- actually I' m not 

""' •)tlc-.. rn"'~ about the S20, 000 on thJ.s well as I am of 

t ''"' r act t hat taere may be the same cos t associated with 

"'"•h· u1 rh.- pas o: that '"'"''ve already approved . That 

t;otot~s me a lo~ . It may well be that I sland creek as a 

lldl ~·t whc1t ' 11ey were be i ng paid for thiG bore hole fee 

lS\ 



• 
2 

3 

4 

5 

6 

7 

8 

9 

10 

, 
12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

was pay1ng 1t themselves and it wouldn ' t end up beinq 

charged t.o the well at all. I 111can, that's a poss ib111-

ty , 1sn't 1t. Hr. Gordon? 

MR. SWARTZ: What? 

HR. MASON: The deal be tween Island creek and different 

parties 1n t his could have been that Island creek was 

pay1nq the s ~o.ooo instead of it be1ng charged to the 

~~ell. You don't thlnk so? I aon't llnow. 

HR . GORDON: I don 't know either. Bill. 

KR. SWARTZ: I tnink it has been charged I'm not sure that 

t hese charqes have been charged to the well and t o ti1e 

ext ent you have a susp1cion that. they were I can't 

the way ! understand how these t hings wor k. because I got. 

1nvolved in try1ng t o stralght.en out the affiliates 

dgreement t.hrouqh a late game, I ' m not sure that t hese 

were w~l l charges. vou had t.o get. cert.a1n infra- st.ruct

ur~ to th~oe wells 1n t hat the a ffl l1ated companies 

und~rtook the respons1bil1ty t o perform certa1n funct 

i on,; . Iolano creek had .1 fairl y soph1st1cated power 

sy ~ ~~~ 1n place w1th rights of way and so forth and my 

r·•coll"l"CJ.on 1s that Island creek undertook essentially 

~o underwrlte dnd as sumed respons ibility for a large 

por u.on o1 the electrlca l dlst.ribution system. Oakwood 

prov lCla d o:h~n· SIH'Vlces . They swapped rights of way to 

1 ~1cts. And I 'm not sur e t hut any of this stu ff found ltR 
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2 

3 

way 1nto well accounts, but that 1.t was lt1nd of a quick 

arrangemen~ ~~tween a group of companies spl1ttlng up who 

bu1lds roads, 1~ho builds Sl.tes, who does flow lines, who 

4 does power l1nes , who handles compressors . It was money 

5 that was chanal.nQ hands -- cocpany trans fers and so 

6 forth. ! mean. if Island creek was actually getting the 

7 1~ 2.500 on ar. ITC or whatever you call lt. But I' D not 

8 sure the~e things were get ting charged to wells. We will 

9 have an answer for you next time, but I'm not -- do you 

10 )mow? 

11 ~- GORDON: - do not know. I'm l1ke you, I'm aware that we 

12 bad a lot o( tb1n~s go1ng on between companies, swapp1no 

13 and trad~na and t hls . that and t he other. But a~l I know 

14 1s tha~ at Lh1s po1nt t o the future thls document exists 

15 be:we~n BPC and oakwood and it's been brought about by 

16 th~ sale. 

17 ~R. EV~lS: I guess Erom my polnt of v1ew 1n any case you're 

18 asK1nq ua to say -- we 're asked to make a decis1on that 

19 yeah. that s20.000 sounds reasonable , the OWE looks 

20 r._,.sonabl~. okay. If we fee l. t hat that's reasonable to 

21 ;o ~~ead and grant the force pool 1ng and if we don ' t fee l 

22 teasonabla t o say hey, come up Wl. th a llttle more 

nPat on tha t or deny your petl.tions . 

24 SWARTZ: wnat I would prefer to see, Ken , since the money 

25 ~ : 11rly close. 1f you a re not comfortable with s am' s 
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2 

3 

4 

explanac1on t hat these are actual cos ts, it's rouqbly 

s JO, OOO a well, and why this number was selected or if 

you wane more backup I would rather you approve them, 

line thac S20,000 out. If we want to come back and 

5 aemons trace that we ought to get it we can come back at 

6 some future dat e or 1t will become a dead 1ssue on these 

7 three un1tc. we need to have them pooled so we can 

8 produce. 

9 MR. ~VANS: In t hat case I'll take that sugqest1on. we can 

tO 11ne chat " 20 ,000 out and l'ilake the amendments without 

tt that s20. ooo in there on each of these three units. 

12 MR. SWARTZ: Rlqht. 

t3 M?.. EVANS: And allow you to go ahead. And if at so~e future 

t4 t:lrne you want co come back and try and sort a~l this out 

t5 to our sa t:lsfaction chat's fine . But for right now 

16 

17 

18 

19 

that's p1g 1n a poke and since you said t hat is okay 

I'll ~ake a motion that we approve all three with that 

st:lpulat:lon. chat the 520,000 qatherinq line and book-up 

f ee be e l 1mtnated froc the ows and also from all the 

20 calcul~t:lonc i or par t:1c1pat1on . 

21 :1s. ?.! GCS: And subm1 t revised. 

22 1?. ::VANS: And s ubmit :-evised E>:lllbi t Gs for each. 

~ H~ SWART:. cxhtblt G. Page J probably , but what ever numbers 

24 cnanaect as a result: of t hat we 'll s ubm1t amended ex-

25 hlblts. ----
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HR . MASON: I ' ll s econd that motion. 

2 MR . CHAIRMAN : Hotlon and a second. Further discussion? All 

3 

4 

s 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1S 

16 

17 

18 

19 

2D 

21 

l2 

23 

24 

2S 

1n favo r signi fy by say~n9 yes. (ALL AFFIRM.) Opposed 

say no. (NONE. ) Fo r the record. Kevin McGlothlin 

absta1oed. He ~s present at the meeting. Therefore. we 

had 4 quorum. we bad a unan~mous dec:isl.on by the 

r ema1n1nq Members of the Board and a majority. 

( IU'TER A BRI EF RECESS, THE HEARING CONTINUED AS FOLLOWS: ) 
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2 

3 HR. CHAIRMAN : The next 1 tem on the aqenda is a petll. tion fot" a 

4 well locatlon except1.on. This is an application for the 

5 except~on for V-2697 by EREX. The docket number 1s VGOB-

6 93/06/ 22-039~. We' d ask a~l parti es that wis h to address 

7 the Board !n this matter to come fo rward at this time. 

8 HR . ~"EED : Doug Tweed and JJ.m Kiser he re on behalf of the 

9 appllcan t . 

10 HR. CHAIRMAN: '!"he record w111 show there are no others. You 

11 may proceed. 

12 MR. TWEED: Thank you. By way of initial i ntroduction to the 
13 

14 

tS 

16 

Board t.h!s 1s a locatJ.on e..'<ception of a conventional we.ll 

being done at. t he request and mandate of t he lessor/coal 

o;.mer/ sUtple owner Penn ViL·g1n1.a Resources. our witness

es Wl ll be Don Hall and Bob Dahll.n . I 'd aslt that they be 

17 sworn ~t t h l.s tl.me. 

18 COL~T REPORTER : (SWears Wltness es.) 

19 ~? 7WEED: Hr . Chal~an, our fl.rs t wi tness will be Don Hall. 
20 

21 DON HALL 

22 .1 w~ • ne ~>s who, a f t er hav1.nq been duly sworn, was examined and 

23 t t!~.: t Ele>d <l S t ollows : 

24 

25 
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DIRECT EXAMINATION 

2 

3 BY HR . TWEED: 

4 Q. 

5 A. 

6 Q. 

7 

8 A. 

9 

10 Q. 

11 

12 A. 

13 Q . 

14 

15 

16 A. 

17 Q. 

18 

19 

20 

21 

22 A. 

23 I . 

2~ 

25 

scate your name for the record , please. 

Don Hall. 

And you' re an cnployee of EREX 1n what capacity and for 

bow long, Hr. Hall? 

Dlstrlc t land man, Virginia. I've been with Equi table 

for twenty-two years. 

Have your qua l 1f icat1ons as an expert wi tness i n your 

f1eld prev1ous ly been accepted by this Board? 

Yes . s _r . 

You are ram11 1ar w1th the lands 1nvolved hera and the 

surroundlng area and the spec1fic appllcacion for a 

locat ::.on exc~ptlon? 

Yes . s1r. 

And I believe all l nteres ted parties have been notified 

as r .::quired by sect.1on 4 . B of the Virgi nia Gas a:1d Oil 

Board t PQulatlons and t ha t Dlane Davis, 1n fact, rece1ved 

cop::.~s of th~ cert1.Eled mlnllngs by a cover letter dated 

~ey 1'7 t.h . 1993? 

Yns. 

The owne r sh1 p o r the oil and gas underlying well V-269'7 

for wh t ch "his appl1cat1on 10 filed is owned 100 percent 

by Penn- Vlrg1n1a Resources company, is that correc t ? 
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r... 

2 Q. 

3 

Yes, lt 1s . 

7h~re a re two recipr oc a l we lls where we are request1nq 

m1nor e xcept lons. VP-244 2 and VP- 2696. Both of those are 

4 owned 100 pe rcent by Penn-VLrginia as well, correct ? 

5 A. Yes. thEY are. 

6 o. so we don ' t have any ~spute 1nt o correlative rights 

7 1ssuec, 1s t hat correct? 

8 A . 

9 Q. 

Yes. 

And lt ' s my understanding , Hr. Hal l , t hat the primary 

10 r~ason t or thl s request of location e xception is that 

11 aft er coord1na t1on and ~scuss1on with Penn-Virginia as 

12 the coal owner and lessor t.hls is the locati on and 

13 

14 

frankly the only locat.Lo n i n th1s area that they found 

accept.able ln l1ghL of prior pending and future mine 

15 operat1ons. l& that correct? 

16 A Yes, lt 1s. 

17 ? . ! be:_eve t hat you 1n add~t1on to coordinating wi th Hr. 

18 1\e tth Horton, t he v1ce-pres1dent for coal, at Penn-

19 Vll'Q!.n'la Resour ces corporation , 10 fact , have prepared a 

20 ::tar 1 ol th(:o soa1·d and 1n addi t1on have a copy of a let tar 

21 ~h' t Mr . Horton and Penn- v1rq1n1a Resour ces s e nt to EREX 

~ Wl'P r~spect to LhlG locat1on? 

23 A 

24 I) 

25 

YPs , we do. 

Til•• c-o.1l op•!riltlons were a lso reflected to a deQree 

roqE>- !.e t Wltn th(' barr1er b l ook where the well 1& to be 

UB 
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2 

3 

4 

A. 

Q. 

located on Exh4blt 1 which is the plat to the applica

tlon , ~s that correct? 

Yes. 

I be:1eve 1n addltl.on to that that on the permit appll.ca-

5 t1on : here . ~n fact, ~s a letter from Ke1tb Roten of 

6 Penn- V1rg1n1a which a t Paragraph 3 a l so references the 

7 part~cular locatlon needs for this well 1n light of the 

8 

9 )\. 

10 Q. 

11 

12 

13 

14 

1111ne oparat~ons? 

Yes , 1 1: does. 

I note . Mr. Hall , that the members of the Board now have 

cop1es o t the document marked Exhi.bl.t c . Was that 

prepa red b y EREX to r eflect the locatl.on of the m1ne 

l ocat1on for which we a re seeking the ex ception , VP- 2697 

1n green as well as the t wo recl.procal wel ls in pink and 

15 other surround1.ng '"el t s whore no except1on l.S needed? 

16 

17 

18 

19 

20 

''· 
o. 

A. 

21 ') . 

22 

23 

24 

25 

Yes. 

~, unmarked exh1b1t wh1ch we would r equest be S~lbit B 

s 1nce tne pl a t 1s £XhW1L A 1s the l et.ter from Mr . Horton 

:hat I p-~vlously r eferenced. 1s t h at correct? 

\'e,;. • t 1s . 

: b..- ·ueve 1 n dddl. t 1on t o that that ~tr. Hort:on made 

r"t~ ~nc • to a map t hat he at: t:ached his original lett:er 

that w~ dl d not copy because of lts si~e and because it:'s 

f nuly dupll.c:.~tiveo ol t.he plat: bu t: that also exempllfleB 

tl~ n1n1nq operat1ons and the part:lcular barr1er where 
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2 

3 

A.. 

Q. 

thls well needs to be put? 

ves . s1r . 

I bel1eve that t here are a couple of what we t hought were 

4 ~inor d1scr epanc1es 10 t erms of the distance markinQs on 

5 tins mdp of Hr . Horton w1 th respect to two ancl.llary 

6 wells. not the reciprocal wells , a matter of 50 or lQO 

7 feet but otherw1se appears to be dupllcative o f all tho 

a relevant 1ssue s w1th our appll.cation, i s t hat correct? 

9 A.. Ye s . That 's correc t . 

10 MR. TWEED : Hr. Chairma.n , we d i d not make copies of thi.s but 

11 would have t his ava1lable for any mel!lber o f the Board 

12 chat wanted t o r~v1ew this and we'd be glad to make l.t an 

13 exhlbit 1t the Board desires . 

14 MR. CHAI~~: We'd llke t o have it and look at l.t. Gi ve it 

15 

16 Q . 

17 

to Rev1n and he can pass it down thl.s way . 

(Mr. TWeed contlnues.) While that' s belng done . Hr . 

Hall. would it be fa 1r to say a s per tREK 's analysis and 

18 coord1nat1on Wlth Penn - Vl.rQlnl.a that lt's necessary for 

19 us to put tlns wPll 1n t lu!l barrier i n order t o be able 

20 to put a well to handle the resources t h at would other-

21 

22 

23 A.. 

24 I. . 

wisP he wosce d in that g~neral area as is r ef lected in 

E:;hlb:.. t c dOd surrounded by these other wells? 

:t·s my undero tand1ng that the estimated loss of r~sarv~s 

25 ln tlli' evl'n t thc\t we a r l' unabl o to put n wall in tlu~t 
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2 A 

3 Q. 

area would be approx imaeel y 100 ~llion cub l c fee t ? 

ves. au. 

What w~·re looklng for with respect to t he locae1on 

4 exc"pt1on would be all ehe formations to be covered by an 

5 ordet ot the Board. That would be Devonian s hells, 

8 aute~. Wter, B1q LLme, Raven Cl 1ff, Hax1m , and Sunberry 

7 froo the ~urf ace to the qround t o tne t o tal depeh drilled 

B Co: th 11' w.:-11, 5. 900 feet? 

9 ,, . Yes, s1r. 

10 Q. I n your op1n1on and based upon your cliscuss1ons Wl. tb the 

II coal. o''ner are there any other feas1.ble locatlons on 

12 tt act TK- 38 or TK-4 2 whl.ch would allow well 2697 to be 

13 

14 

15 

18 

17 

18 

19 

20 

. .... 
0 

dr1lled wttbout r equ1r1ng a loca tion excep t 1on o f thls 

GOrt ? 

'!O "~r . 

ln your up1n1on w1ll the qrdntlng of th1s locae1on 

"XC~Pt~on be 1n the bes t lnterest of preventlng waste , 

prot.?ct !nq con t.>la ti ve t·igl".ts, and maximl.ZlnQ recovery of 

qu~ r~scrve. unde rlylng V- 2607? 

21 • e-o. Mr. Chu 1 rman . 1 f the Board des 11 es we would read 

~!r. Hl'll' lon'G lr>t.tt-r 1nto r lw rE;>cord. But. in ll.qht of the 

23 ;c~n. tha t wo ve- made 1t an exhibl.t 1 would by- pass that. 

24 c HAl PMl\!1: 1 tlun' t ::h i nk 1 1\,\l. ' a nt-cessory. 

2.5 ll>-'r -·..t"••tl r o)ntln Ul''J,) DOi! B £ REX have a WOl' lttnq :interest 

\Ill 
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• 

• 

2 

3 

4 

5 

a 

7 

a 

9 

10 

11 

12 

13 

14 

1n t ha o.l and gas l eases coveri nq all of t he tracts for 

tblS appl lcfi tlon? 

A. Yes . s ~~ . wa do. 

Q. And does t he lease cover all of the oil and qns almost 

w1~h1n a ! , 320 foot r adius of this proposed well site? 

A. v~s . l t does. 

Q. Do~s EREX have t he r1ght to operate the r ecl.procal wells? 

i\ . Yes . s1.r . 

HR. TWEED: I have n~ f urther ques t ions of this witness. 

HR. CHAlRHAN : Questl.ons . members of the Board? 

(Witness stands aside. ) 

XR. CHAIRHAN : Ca.l l your ne~t Wltness . 

ROBERT DAHLIN 

15 a Wl tn.:>o:~s who, arter nav1ng been previous l y sworn , was 

16 ~xao 1 n~d ana test1t i ed as follows : 

17 

18 

19 

20 1:3'1' t-IR. 'l HfE:D: 

D!RSCT EXAMINATION 

21 '1·. ~.1hlln \'>ould you s ta t e your job capacitY with ERSX 

22 anJ y.:~m y Nlt t> Wlth EREX t or t he Doar d . please? 

23 fl t '•· ·.!t.rloyt>d as an oper a tl.ons spl).: i n list. I ' ve been w1th 

25 l 

lfiD 
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• 

• 

2 A. 

3 Q. 

complet1on and production? 

Yes, s tr. 

And you have previousl y been accepted as an expert 

4 Wl tness before thi s Bonrd in your field? 

5 A. 

6 Q. 

I have. 

Would 1t be fa~r to say that th~s particula r appl i cation 

7 for a location exception is to prevent waste and maximize 

8 

9 " · 
10 Q . 

II 

recovery? 

Tha t's correct. 

!s it your opln1on that 1f this locat ion exception was 

not dr~lled that the estimated l oss of reserves 45 qoo 

12 mill~on cuh1c feet? 

13 A. 

14 Q. 

IS 

Ves , sl.r . 

OJ.d you hear the test:tmony that I sol~cited from Hr . Hall 

concern1ng the fo rmntJ.ons of total depth drilled to 5,900 

16 feet that need ~o be cover ed by this order? 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A. 

1). 

A. 

o. 

All those statement s a re correct. 

In yoJr opi n1on 1s t here any other f easible location on 

these tracts wh1.ch would allow thl.s well to be dr ill ed 

Wl.thout ~PGUlrlng a location except1on? 

No::Je thut are appr oved by the coal company. 

In your opin1on w1ll the grant1nq o f t hl.s location 

e>:c.,.otlon be 1n t:he best lnteres t of preventinQ waste, 

protect:lnq correlntlve rights and mnximi~ino ~ecovery of 

Qd~ reserve: underly1ng V- 3b97? 
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• 

• 

t A. Yt'S , 111 r . 

2 MR. TWEED. 1 have no further questions f o r this witness. 

3 HR. CHAIRMAN: Quest1ons, members of the Bollrd? 

(Witness stands as ide.) 

5 KR. CHAlRMAN : Do you have a_nythi nCJ further? 

8 

7 

8 

" 
10 

HR. 

HR. 

HS . 

KR. 

TWESD: !lO, s ir . We would request approval . 

FULHI:R: Do you want to keoep the t opo as an exhibit 

q1ve l.t back? 

RI GGS: Are they l ntroducing this as an exhibit? 

CHAIRMAN : NO, it's not an exltib1t. 

11 MR. EVANS: I make a mot 1on t hat we approve the l ocation 

12 exceptlon. 

13 MR. CHAlRHAN: ~ot1on to appr ove t he l ocat1on except1on . 

14 HP. HcGLOTHL!N: Second 

or 

15 HR. CHAI~~· HOtlOO ILOd second . FUrther dlSCUSSion? All 1n 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

favor ucm lf:y by s"ytnq yes. \ALL AFFIRM.) Opposed s ay 

no. ( ~ONE. l Unanl.mous approval . 
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ITEH X.I 

2 

3 HR. CHAIRMAN : The ne,.t: i tem on the agenda is a petition for 

4 force poollng by Equitable Resources Exploratio~ for V-

5 23~1. Tlus 1s docket number VGOB-93/06/22-0383. We'd 

6 ask the parties t h at wish to address the Board to come 

7 forward at th1s time. 

8 MR . TWEED: Hr. Tweed and Hr . Kiser here on beha~f of the 

9 applicant. 

10 HR. CHAlR.liAN: The record wi ll show there are no others. You 

11 may proceed . 

12 MR. TWEED : our w~ rnesses here w1ll be J.W . Griffin and Hr . 

13 Bob Dahli n who's previously been sworn . Hr. Griffin 

14 needs to be s worn. 

15 COURT REPORTER : (Swears witness. ) 

16 HR. TWEED : This 1s o f orce pooling application for a convent-

17 i onal wel l. 

18 

19 

ro J.W. GRIFFIN 

21 a w:tnes s who, af t e r havi ng been duly swor n, was examined and 

~ t PRti ! i cd as f o llows: 

23 

24 

25 
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• 

• 

2 

3 

D!RECT EXAMIHAT.ION 

4 BY MR. TWEED: 

5 Q. 

6 

7 A. 

8 Q . 

Hr . Gr 1f f 1n, would you s~a~e your j ob position wi th BREX 

and bow many years you ' ve been employed in tba~ capac:i ty? 

Land man f or ~bree ye ars. 

Do your responsibilities include the lands involved 1n 

9 ~he area of th~s applica~ion and t he surrounding area? 

10 A . 

11 Q . 

12 

13 

14 A. 

15 Q . 

16 

17 A . 

18 Q . 

19 

20 

21 

22 

23 

24 

25 

A. 

Q . 

A. 

c . 
A. 

' · 

Yes, 1t does. 

And you are f amlliar wi t h t h ls appl J.cation f or the 

establishment o f a dril l i ng uni ~ and pooling order f or 

well V- 2341? 

Yes. 

Have you be en a cc epted as an eh~ert w1t ness b y this Board 

1n your ~ 1~ld 1n t he pas t? 

I have not . ~ot 1n t he past , no . 

l uo l1 ev~ you ' ve cescif1ed - -

;•ve ~ es t1 fl ed before the Board i n t he past . 

D11 you llJve exper i enco: as a l and man p r ior to your 

pxper t ence 'nth EREX? 

ver. , I do . 

F->~ how rnany years? 

Slxrn ~:rn. 

tn q~nPral would you t e ll the Board what types of 
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• 

• 

2 

3 

4 A. 

5 Q. 

6 

7 

8 

9 t\ . 

func~ Lons you ' ve been inVOlved Wlth as a land man for 

~R&X and prior t o that t Lme 1ncludinq your job respons~

llitl.es? 

Negotlat1ng leases, t l t le or accurative s upervision. 

Have you dealt Wlth the s uperv1sion and development of 

applicat ion f or pooling order s and not i ce s and deterQina

tion of ownersblp i nteres ts , inspecti ng registor•s office 

r ecords and t itle records and things of that nature? 

1 have . 

10 HR. TWESD: we would ask that he be accepted a s an expert in 

11 bls ! 1eld as land man for the purpose of his testlmony 

12 with th i s appllcatlon, Hr. Cha1rman . 

13 

14 

MR. CHAIRMAN : Any objection? 

o. (Hr . TWeed cont l.nues.) 

You may proceed. 

I s Squltable seeKlng to force 

15 pool the dr1.ll1.ng r1ghts underlyinq the drllllng and 

16 spac1ng un1t depleted on Exh~it A to thls appl1cati on, 

17 M~. Griffin? 

18 "'. Yes, str. t hey are. 

19 0 Do~& Equltubl e own t he d r 1ll1ng rights 1n the units 

~ 1nvolved here? 

21 A. 

22 Q 

23 

24 

25 " 

YN:.. tney do. 

I belleve t hat t he p r oposed un1 t on Exhi bit A doea 

include al l ncreage wLthin 2,640 feet or a 1 , 320 foot 

rad1us ot proposed well V-234 1 , in that correct? 

'l'ha~' s corn~ct . 
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5 

6 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

Q. 

1\ . 

Q. 

A. 

Q. 

A. 

Q . 

1\. 

·"l . 

A. 

sxhib!t B has ·already been filed w1th tbe Board and with 

~he appl~cat1on. Did that set forth all unleased partieB 

at t he r.1me of the appl~cation? 

It did. 

Pr1or t o : 111.ng t he application were effort s made to 

contact each of t he respondents in an attempt to wor·k out 

agreements involving t.he development of the units here? 

Yes. s~r. 

subsequent to the filing of the application have you 

continued to attempt t o reach agreement with respondents 

listed 1n gxbiblt B? 

we have. 

As a result of those efforts lt is my understanding t.hat 

~~u have acquired other leases and that there were some 

part:les on E~{hibl t B as filed where we are moving to 

d.sm1ss them as part~es becaus e they are now leased, is 

tha t correct? 

That's correc t. 

would you 1denufy those t hree partit>s on Sxhibit B for 

the Board, please? 

on Paqe 1 of 7 , Terry Leon Roop and Cheryl Roop , husband 

and w1 f e. Tl1cy are now leased. on Page 3 of 7, Ervin 

Wlre~dn and Emily Wl.rcman, husband and wife, and sara 

Jenl<lnl• und Jun1or J~n'l\1ns . huobnnd nnd wife , at•e now 

l£>ased . 

168 
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Q. 

2 

I n add1 t ion to t:hat change 111 circumstance since the 

f 1l1ng of Exhlb1t B it 1s also my understanding that with 

3 r espect to t rac t 3 on Page 5 of Exh1.b1t B t:hat we have 

~ now been adv1s~d , quite frankly , adv1sed as of today, 

5 t!la t t her e has s 1nce the application been a sale of 

6 1nt erest by some of these respondents to another, ~& that 

7 

8 

9 

A. 

Q. 

corr ect? 

That 's true. 

And 1n po1nt of fact, on Page 5 of 6 in tract 3 ErvinQ 

10 sexton and TomQy ~lgore and Zelma Gibson have each s old 

11 the1r lntere~ t to -- 1f I ' m getting this correct . 

12 

13 A • 

1~ 

15 Q . 

Correct me 1f I'm wrong. Is 1t to Van Buren Sexton? 

srv1ng sexton and Zelma G1bson and Eugene Gibson sold 

thelr lnterests t o van Buren s~~ton. 

r•c sor-ry . so van sur-en sexton bas now got an 1nterest, 

16 w1thl.n the unlt and a gross acreage Wl t h i n in tlle unit 

17 ar eater tnan he had before and Et~ing Sexton and Zelma 

18 G1.cson and Eugene Gibson do not have interests 1U the 

19 

20 

21 

22 

23 

2~ 

25 

Q. 

un:t. 1s that cor rect? 

That • :> co1·rect. 

And we have observed that deed which has recently been 

aont- but as of yestet·dal' and , 1n fact, today havo not. yet 

been recorded by the purcuaser, van Buren se.xton? 

t rm' . The re • s no record at t h1s time. 

>I•. 'i'WEEO: '-ha: we plan r.o do wi t h the Boord's permission, 
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3 

4 

5 

8 

7 

8 

9 

10 

11 

12 

13 

Hr. Ctlalr:JilO -- we d1.d not. in l ight of the lateness o f 

this 1n[ormat~on have the t1me to prepare an amended 

£xh1b~t B ~o hand out a t this t 1me, but we would request 

t he opportunl t:Y t o late f ile a.n amended Exhibi t B to 

re:l~ct these changes 1n owner sh lP and we would request 

d1smissal of the three par t ies t.bat are now leased. We 

use to, as the Board knows, continue to have both leased 

and w1leased persons or owners as parties to our applica

t lons, but we 've changed that format for a variety of 

pract1cal reasons. And we would request dismissal of 

those three and then would refl ec t that along with the 

sexton trans fe r 1n an amended Exhib~t B that we would 

fil e very shortl y af~er t h ls hearing . 

14 HS. Rl GGS: would you repeat for me t.be names of the dismlss-

15 dls? 

16 ~R. TW££0 : Yes, o a •ao. Hr . Gr iff i n . 

17 MP ~RIFFIN: on Page 1 of 7 , Tommy Leon Roop and Cheryl Roop. 

18 on Page of 7. Erving W1r eman and Emi l y W1reman and Sara 

10 Jenk1ns and J1mmy Jenklns . 

20 l~ S. iHGCS · Than~ you. 

21 o. 
22 

23 

24 

25 

(Mr. ~ded cont1nues .) Mr . Griffi n, as t o 1nd1vidual 

1 ·~r.pondent s were e fforts made t o determine whether they 

wer e 11vinq or deceased or t heir whe1.·enbouts and if 

deceased were e tfor~s made to d~tormino the namaa and 

u<1dl'OB.Jos and whereabouts of any successors? 

\10 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 • 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

A. 

o. 

A. 

Q. 

A. 

Q. 

A. 

o. 

A 

<J . 

Yes. sir . 

were reasonabl e and diliqen~ efforts made and sources 

checked to ldent1fy and loca~e any unknown he1rs ~o 

1nc1uae pr1mary sources such as deed records, proba~e 

recordN. accessors's records, treasur er's records and 

secondar y sources such as t e lephone direc~ories , city 

d1rector~es, f amily and friends? 

They were. 

I n yotu. .. profess 1onal op1nion was due dillgance exercised 

t o 1oca~e each of t he responden~s named herein? 

Yes, it was. 

Are ~e addresses set out 1n EY~~it B and t o be se~ out 

1n the lnt~ fil ed, amended Exhibit B ~be last known 

addresses for the respondents? 

Yes. 

~ould you :el l the Board. please, what ~he new percen~age 

of ! nterest of Equltable w111 be in the uni t after the 

three add!tl onal r eferenced leases? 

~he percentage of the un1t l eased by Equitable is now 

83.885 PE!rcent . 

Mr . \.r lffl n , Wl t h th~ exception of the parties wh~ch 

W"' v• r.:>ret·enc<>d fo t· dlsml.ssal from t he proceeding are 

Y'>ll r ;oquest lng th ls Soard to fo r ce pool a l l unleased 

lntPrP•, l1~tud on Gxhlbl t nand to bo llsted on late 

.1lbd anended £Xh1b1t B? 
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• 

• 

1\. 

2 Q. 

3 

Yes. 

ooes £qul~able s eek to force pool the drilling r1ghts of 

each 1ndtv1dual respondent i f living and i f deceased the 

4 unknown successor o r successors to any deceased 1Ddivid-

5 

6 

7 

A. 

Q. 

ua.l respondent? 

Yes. 

Is squ1~able see~inq to f orce pool the dr1ll1ng rights of 

8 the person des 1gnated as trUs tee if acting in the 

9 capac1~Y of trus~ee and 1f not acting in such capacity is 

10 Equltable seek1ng to force pool the drl.lling rights o f 

11 ~~Y successor o f such trustee? 

12 A. Yes. 

13 Q. 

14 

15 A. 

16 o. 

17 A. 

18 Q. 

'Ar~ you facllll.ar wl.t.h t he f ai r market value for drilling 

r1ghts 1n t:he units here and the surround1nq area? 

I an. 

And what are those? 

ss an acre, five year lease, one-eighth r oyalty. 

Did you ga1n you~ fam1l1arltY by acqu1ring 011 and gas 

19 leases and o~her agreements i nvolv i ng the transfer o f 

20 dt .111n11 r 1qht.s 1n un1ts 1nvolved here and in the 

21 

22 A 

23 Q. 

24 

25 

surroundlnq area? 

Yes. I have. 

In your op1n1on do these ~e rms that you 've testified t o 

rupl l'f"•nt th~> fai r market value of and a fair and 

rPosonable compensat.1on t o be pa1d f or drillino ~1ohts 
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• 

Wlthln t lus unJ.t? 

2 A. Yes . 

3 Q. Based upon t hat and as to respondents who have not 

• voluntarll y agreed t:o pool do you reco11111end that the 

5 respondents listed at amended Exhibit B wbo remain 

6 unl eased be allowed the following options with respect to 

7 their ownersh1p 1nterest s within the unit: 1; Participa-

8 t 1on. 2; A cash bonus of ss net mJ.neral acre plus a one-

9 eighth of eight- eighths royalty. 3; I n lieu of cash 

10 bonus and one- eighth of e i ght- eighths royalty a share in 

11 the oparat1on o f t he well on a carried basis as a carried 

12 operat:or under the following conditions: Such carried 
13 

14 

operator shall be ent1tl ed to the share of production 

fro::~ t:_he tracts pooled accruing to his i nt erest exclusi ve 

15 of any royalty or are r eserved ln any l eases, assignments . 
16 t:hereof or agreements related thereto of such tract.s but 

17 only atter t he proceeds allocable to h1s share equal 

18 either A ) 300 percent of the share of such cost allocable 

19 to the interest of the carried operator of a leased tract 

ro or port ion thereo£ or B) ~00 percent of t he share of such 

21 cos~s al locable t o the 1nter est of the carried operator 

22 o£ an unleased tract or portion thereof? 
2J A. \"es, s1r. 

24 Q Do you recommend that the order provi de that any elect-
25 

ion~ by respondent be in wri~inq anrl sent to applicant at 
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• 

2 

3 

4 

5 

A. 

Q. 

Equi t able Resources Explorat ion, P . O. Box 1983, Ring

sport, Tennessee, 3 7662 -1983 , attention Dennis R . Bake r 

lRegul a tory)? 

Yes. 

And should ~hls be the address for all communicat ions 

6 w1~b appl1can~ concern1ng the force pooling order? 

7 A. 

8 Q . 

Yes , 1 t should be . 

Do you recommend that the force pooling o rder provide 

9 ~ha~ 1f no wr1 c cen ~lection 1s properl y made by a 

10 respondenc chac such res pondent shall be deemed to have 

11 elec~2d ~he cash r oyalty option in lieu of participation? 

12 A . 

13 Q • 

14 

15 A. 

16 Q. 

Yes. 

Should t he unleased respondent s be gi ven 30 days f r om the 

date of t he o rder to fi l e wr i tten elections? 

Yes , s1r . 

If an unleased r espondent elects to participate should 

17 t hat respondenc be given 45 days t o pay appl1cant for 

18 r espondent's propor~1onate share of well cos t s? 

19 A . 

20 •:} . 

Yes. 

Does the applicant except a party electing to partic~pate 

21 t o pay 1n advance that part y 's s hare of completed well 

22 costs? 

23 ;.. 

24 o. 

25 

Yes. 

Should the olPPllcant b e allowed 60 days following the 

t·ccol tic non date o f the order and t hereafte"l' annulllly Qn 
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2 

3 

4 A. 

5 Q. 

~hat dat~ untll produc~lon 1s achi eved to pay or tender 

any cash bonus becom1ng due under the f or ce poolinq 

order? 

ves. 

Do you r ecommend ~holt ~he f o r ce pool i .ng order provl.de 

6 ~ha~ if a respondent e l ec t s t o particl.pate but fa~s t o 

7 pay respondent 's pr oportiona t e share of well costs 

8 sa~1sfactory to applicant f or the payment of well costs 

9 t hen res~onden t 's e l ect!OD to pa r tl.cl pate should be 

tO trea ted as hav 1.ng b~en wi thdrawn and void and such 

tt 

12 

13 ;.. • 

14 Q. 

respondent should be treated just as l.f no Lnitial 

electlon had been filed under the f or ce pooling order? 

Yes . 

Do you recommend t he f orce pool1ng order provide that 

tS where a respondent e lects to partlcipate but de faults in 

t6 reqar d t o t he payment of wel l cos t s any cash sum becoml.ng 

t7 payable to such 1.·espoudent be paid wl.thin 6 0 days after 

t8 the last da te on wh1ch such res pondent could have pa id or 

t9 mad·· B<'l tinfactory ul't'angements f or the payment o f well 

20 I."OtitS? 

21 A 

22 \:. 

23 

24 

25 

Yes. 

Do you recommend the : orca pool 1nq order provi c!e that 1f 

t espond~nt re f·uae~a to 11r:cept any payment: due l.nc ludino 

any payment duo und~r s a i d order or any pl\yment. of 

1 r.JY '' t.Y ond Ctlt>h bonus or Ja i d payment e ilnnot be paid to 



• 

8 

9 

tO 

1t 

12 

t3 • 14 

tS 

t6 

t7 

18 

19 

20 

21 

22 

2.3 

24 

25 

• 

A. 

Q. 

a party f or any reason or there's a t itle defect 1n a 

r espondent ' s 1nterest tbat the operator create an escrow 

account for t he respondent's benefit until the money can 

be pa1d to Lhe par ty or unt i l the title defect is cured 

to the operat or' s saelsfaction? 

Ye6. 

Shou l d Squltable Resources Exploration be named the 

opPrntor under t he force pool~ng order? 

A. Yes. 

HR. ~·EED: I have no fu~her ques tions of this witness. I 

w1ll call Hr. Dahlin n~xt. 

(Witness stands aside. ) 

~. CHAI~~I : Let me ask one quest1on on your Exhibit B. 

When you ' re tal k~nq about pool1nq those parties listed 1n 

th~ amended Exhlblt B or the late fi led, however you 

r~ :~rred to 1t, 1n t he current Exhlbit B you've ldent1f1-

nd sever a l part1es to have been leased before you 

dL~~ 1ssed others . Is there any relevance t o that? 

'I 1 TW£1:::>: I ·:h 1nk the only r ell'vance here is that we're 

r:v~<:nt :..n t he transltlon 1n our procedures and that we 

l:lt"'n ~ :o cont1nue with the e lection order and therefore , 

tr~et cnl y d~ part1es those who are unleased . 

'lh CUA'o•H/\N · Let me> c-lar1fy one other t htnq, please. on 

Pi\QA '1 o l 7 , when you talk about the sale of p~o.·opotty 

fr~n crvtnq oextan , ZPlmu Gi bson , tug~nc Gibson you asked 

\76 



1 that t~o3~ b~ d!sm~ssed as w~ll a s part of that process 

2 sLnce th~ ~Jl P wPnt to van Buren sexton? 

3 l-IR. r~EE:l: r es. i'ney wJ.ll h ave no elect1oo and send1.ng t.hem 

4 an 1Pct1on orde r would be confusl.nq to them. We've seen 

the aeed. so we ~~ow 1t ' s good . It just wasL't record-

6 ed 

7 HP.. CHA:R.".AN I JUSt wanted t o ve r 1fy that . Thank you. Any 

8 other quest i ons? You may proceed. 

9 HR . TWEE:l: :le•:t 1 wou!d call Hr. Dahlin and would ask the 

10 Boa=d to adopt hls testimony Wlth respect to the prev1ous 

11 docket nurnoe r as to h~s expertl s e and bac kground. 

12 

13 ROBERT DAHLIN 

14 t\ w1tness who , at t e r r.aving been prev1.ously sworn, was 

16 

17 

18 

19 t y :~R. '1\o/EF.D: 

20 A::. :ldhi : ... are yc1.. far.1.ll.<>:" '~:.tb tbl.s a p pl l.c at:ion f o r a 

21 

22 

23 

24 

25 

·~ - r• t• 1~:-"t, ~ - t : d O .. 

1'!!1 c:;o :nq t o prov >de this lnfoJ:matl.on and ask you to 

v~rl ~¥ ~·.1e:o.,. r lt 1.~ correct. As to the total depth of 

:.h·• ptupo •·d lnl tltll 1~ell under t he plan of development 
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9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

A. 

Q. 

A. 

Q. 

A. 

). 

A. 

Q. 

A. 

.J. 

,\, 

we're calking 4.~50 f eet and we ' re t o include the 

f ormat.l.ons consistent w.1tb the well work permit that, in 

fact, was appr oved in March of 1992. This 1s a transfer 

fro~ ANR and that 1nc1u1es the following formations, 

nevon1an shells , Burea, Wier , Big Lime, Raven Cliff. 

xax1.m? 

Yes, s 1r. 

W! ll chls be suf f icient to penetrate and test the common 

sources of supply in the subject format.lons? 

It w1ll. 

Is EREX requesting the force pooling of the convent1onal 

gas reserves noc onl y to include tbe designated forma

tlons but any other formations excluding coal formations 

which may b~ between tbose forma t.lons desiQnated from the 

surtace to the total depth dr il led? 

We are. 

Wtl! this ln1t.1al well be the legal l ocation? 

Yes. s1r . 

Are tne estl~a ted reserves 350 m1llion cubic feet? 

'/I)S, Jl.r. 

A~e v~u fam1liar w1 th the wel l costs for the proposed 

1n1t1al un1t under the plan of development? 

: t\0. 

And has a t< igned AFS been rev1ewed and s ubmitted to the 

Bn.n-c:l'f 

na 
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• 
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1 A. 

2 Q. 

3 

Yes , Sll' , :t: has. 

was th~s AFE prepared by an eng~neerinq department at 

£REX knowledgeable in t he preparation of AFSs a.nd 

4 knowledgeabl e 1n regard to we l l costs 4n this area? 

5 A. 

6 Q. 

7 

Yes , 6 l r . 1t was . 

And I be l1eve 1t was prepared cons ~stent w1th the 

quality control procedures s et at EREX t o ver~fy general 

8 accuracy o f AFEs? 

9 A. 

10 o. 

ves. s~r. That' s corr ect. 

In your op1n1on does th1s AF£ r epresent a reas onabl e 

11 est.1mat.e of dhe well costs for the proposed un~t well 

12 under ~he pl an of developoent? 

t3 A . 

14 Q. 

15 

16 

17 

IB 

19 

20 

21 

22 

23 

24 

25 

J"\. 

Q. 

A. 

Q. 

>.. 

A . 

Q. 

It. does . 

Are the dry hole costs SllS , 700? 

Yes. s1r. 

And the completed well costs $~28,200 ? 

YeG. G1r . 

oo :hP-:e cot>:.s ant1c 1pate a c ultlple complet i on? 

Vt>:i. S ll • 

Do :ney 1nc1~de a reasonable charge for superv~sion? 

Vf-s str. 

I n your profess1onal op1n1on w1tl t he qrant1nq o f t.hl& 

·IPPllcilt.l on bt' 1n t he bes t i nterest of conservation , 

Qr ev>-nt 1on of: waste, nnd tho protect ion of cor r e l ative 

1 IC)htfl? 

.rn 



1 A. YE>G, bll". 

2 "fF. T\oiEED i have no fur~her questions for this witness , Mr . 

3 Chalt'lilcn. 

4 H~. CHAI~"fAN : cocld you expla l n the JV partner net cos t s, 

5 what the purpose o f list.l.ng that on here 1s and what. 

6 you'r;! do1ng? 

7 MR. DAHL!N· Thece's no purpose t o the l l st. I t ' s j ust a 

8 g~nerated f orm. we are under a JOl.nt operating agreement 

9 and dependl.ng on the funct.lon that bas t o be printed i t 

10 o1r.her comes out or does not . That re flec t s the particl.-

11 pat1on lev£>1 of ou!· department currently. 

12 MR . CHAIRMAN: ~hose to:als ar e not to Qatcb up t o anything 

13 spec1f1cally except JUSt. to specifically reflect t.he1r 

14 

15 'i~ DIL"h.ll. ':'hat's cor-rect.. 

16 '~. C~R~I : Ar.y othe~ quest1ons, meobers o f the Boa=d? 

17 (Wltness stands aside .) 

18 c.HA ••u•., . 
• :-. . .1. ... :.,..\ ••• Do you have anytlung further? 

19 
_,J __ _ 
J. __ _,; flo, t<::.r. We would request approval. 

20 .. 1\'' . 
- t .... ; maKt ~ no t.lon that. we grant the petl.tion for 

21 fr..:("e pool1ng . 

22 M CH1\: F-. !All: A mot1on t o grant. the petl.tl.on. 

23 ·~ . M•GwOTHLIN: Second. 

24 r • ..:HA.'l.•IAN: Ho~ion and second . Further d i scuss1on? All in 

25 r. vv.!_r. ... gnl~Y .by sayJ.nq yes. (ALL AFFIRM .} Opposed say 

180 



.. 

• 

• 
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3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

no. (NONE.) It's a unanimous approval. 

I, 
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ITEM XII 

2 

3 MR. CHAl!W.AN: The next i tem on tl1e agenda is a pet:it:ion from 

4 Pocahontas cas Partnersh~p for modifi cat:1on of previously 

5 is s ued Boa r d order VCOB-91/11/19-0160. This l.S docket: 

6 number VGOB- 93/06/22- 0384. We' d ask the partl.es that 

7 w1 sh to address t.he Board i n t:h1s matter to come forward 

6 at this t. l.me. 

9 (AFTER A BRIEF PAUSE OFF 'I1iE RECORD, THE HEARING 

10 CONTINUED AS FOLLOWS: ) 

11 HR. C?.A.IR.'4AN: We're back on record . You may proceed . 

12 HS . HcCLANNAHAN: I thought I would just explain gene rally 

13 

14 

15 

16 

what t.hl.s appl1cat1on is t rying t o accomplish prior to 

t.he t1me that my e~~ert witnesses testi fy. If you'll 

look at. E~1 1bit 6 as we' ve submitted it -- E~hibit: 6 f or 

today. I f you'll recall a couple of years ago the Board 

17 approved on November 19th of 1991 to be specific the 

16 northl'.'as t longwall units 1 through 10 which are s hown on 

19 th1s par t1cula r nap. Thls was approved as an except lon 

20 to the oalt\-;ood I order at that particular t l me because 

21 the oa.~wood I order was in place . 

22 p;. ~!A SOil: I wo ~ 111 place and I I wasn' t. 

2l H.,. l-!cCLA!WAHI\N : Rtqht . sxac tly. And if you' l l 1.·emember , 

~ Lb~ bas1B o{ th1s particular applloation wos t hat t hose 

25 wells produce on a panel bas.1.s. so you look at t hese as 

\IU! 



• 
2 

3 

4 

5 

8 

7 

8 

9 

10 

II 

12 

13 • 14 

15 

1R 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

un1cs and t he productlon as on a pane l basis. Now, at 

the tlme that the Board approved thi s lt als o approved or 

1101t ed the drl l l i ng of wells t o any well in the panel as 

l ong ao there we r e no we l ls c l oser than 30 0 ! ee t t o each 

o t her or 300 fee t to a boundary l ine whi c h i s , o f course, 

what tbe Oakwood I order s aid. So we j ust carried that 

over. Al s o at t hac part1cular time we knew the minimum 

numbe r o f wells t ha t would be drilled i n these par t icular 

unl t s. ~d if you s ee t he red do t s on thi s particular 

map t hey a re l i s ted as Board appr oved wells , t h1s was 

probably not t he terminol ogy tha t s hould have been us ed . 

So t ha t ' s ano ther reason I want t o e xpl a1n t his. Thos e 

were Board approved wells, ouc t he way the o r der i s 

WT lCten 1s t his is t he min1mum number o f wells tbat can 

be d=1lled 1n t he uni t. You can dr1ll as many as -- the 

o r de r a l so s~ys you can drLll as many as you can get 

Wl th1n t na t unlt as l ong as they' r e not clos e r t han 300 

r~Pt t o each other or c!oser than 300 !eet to a boundary . 

1R. li.ASON: Just co r c-ecol l ection , whe n you s ay 300 feet to o 

oounaa n • are you talki ng about t ho l ongwall panel ? 

Hf . HC'Cl.J\NNAHAN . The uni t bounduy . 

HR HA.oON · Th e 80 acr e un1t boundary? 

MS. MC''- LAimAHJ\N : NO. Remembe r t hese oro panels. 

Mf!. MJ\SON : 'l'ha t • o what I me nn. so --

.-IR . CHI\ IRHJ\N : Pone l boundary . 

183 
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MR. MASON : That' e woa c I meant . so it's t he panel boundary. 

2 MS. HcCLANN~~: &xcepc chat I mean, the unit boundary 

3 doesn't necessary follow the lonqwall panel. So it 18 a 

4 unu. boundary winch was approved by the Board that 

5 follows bas1cally the lines o f the panel , but it's not 

8 t he panel . 

7 HR. MASON: Because each one of t he panels had ac tually a 

8 meet s and bounds descript1on at the time chat we approved 

9 the order. 

10 MS. HcCLANNAHAN: sach of the units had a meets end bounds 

11 descrl.pt:lon. 

12 HR. EVANS: Each panel was chopped up into units . 

13 HS. HcCLAh~ so 1f you look at the yellow dots that are 

14 on your map, chose are not: add1 t:ional wells i n the 

15 s tatuLory or a Doard order definition o f an additional 

16 wel ! . \olhat chose are are ndd1t 1onnl wells that we1·e 

17 

18 

19 

20 

21 

22 

23 

24 

25 

d111led abov<> the m1n1mum number of wells since the date 

of -h., ord~r. but chey •re all in compliance with the 300 

t e•·· tro111 ~ach o ther and 300 feet from a unit boundary . 

! JUSt wcn ted t o make s ure that we're stra1Qht on what 

tna: ~vdn~ sl nC@ we' ve bee11 tnlk1nq ~bout additional 

we ll a 1n othPr context today . 

'I? . ~.ASON: so d ll the ye llow dots n1·e al so in plnce already? 

HC'CLI\I;NAH/\N: vcs. 1\l l th pet'm.1 t t ed but maybe not 

n~r~&~~rlly drlll~d . 

1M 
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MR. S\'1\.>:S: Anci thO\' m;e l oqal a s far a s oriql.nal --

2 NS. NcC~u'N: Sonrd order permltting -- exactly. Okay . 

3 our ,~nl y po1n~ o f 'be1n9 h'!re today 1s t ha t in connection 

4 w1th thl ~ ~1n1nq ~~ have seen that there may be wells 

5 t ha t -- ,·er ;:.1cal ventll~t l.on hole wells that were dr1lled 

6 cl\lser t han 300 fee t t.o a 'boundary or c l oser than 300 

7 feet t.~ ~dch otner wh1ch were drilled for put~ose of mi ne 

8 s~(~tY ~~ v~nt1lat1on . And we have been unable to 

9 o roduce t.h.::.t:e wt!lls uP to t his point. because that order 

10 d1.s.1llo~·s us :.roc do1n9 that. What we• r e here to o1sk t be 

11 Board t o do 1~ to a llow us t o produce those wel l s but we 

12 would nut: cha:·ge any of t he roya lty owners 1n those unit s 

13 

1o& 

15 

16 

17 

18 

19 

20 

21 

22 

25 1 

any cost~ at. all for t he ~dd1t1onal wells, 'but what we 

WO\'h\ do '" \· redu d tt.>l:l wl.t.h produc t 1on from thoso wells 

to t h~t the royalty own~rs benef1t , t he commonweal t h 

t>t>nt't lt ~> bt'cuusc ;"~ sev~1·anc.:- ta~ 1s bel.ng pal.d which 

h.t'i'\' t: b~l!n p,uJ up :....- th1s po1nt , aud tlas pa~.:ticulor 

bi'n": · ~ .h~o ki!i'Pii "~ !tol:l JUSt vent 1n9 t.hl s oas which ill 

'''"' 0 3::- t-.•,·n h-'PP•uunq up t o now. 

P. Hi\."l' l-1 : 7h~t·s "" ' "t l W<ll' Q~11l9 t o as k . :s that •~ what 's 

tr • ~urr~ntly bdlll U vunt~d? 

\ 1\!\ 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

H5. HcC~ANNArUU~ : w~ll, presen~ly -

~R. CHAr RHAN : They' l l ge~ in~O 1~. 

~R. MASOU· : •, s or ry. I don' ~ wan~ ~o an~1c1pate your 

teGlliiiODY · 
HS . HcCLNINAHAN : I per sonal l Y know of one pres entlY that tb lS 

baG 11appPned - - that this particula r situation has 

happe ned and ! ' m sure ~ha~ Hr. Mor gan when he testifies 

can ~ell 1.£ r;here we re other si~uatlOI\8. But I do know 

~hat ~h~re has been one par~1cular si~un~ion where t his 

ha~ happened . so what we're presently ask1ng the Board 

t o do is approve that we can dril l wells withln 30 feet 

o l each other and produce them, pay royalty ~o those 

royal ty owne rs and not alloca~e any cos~s ~o ~bose 

roydlty owne r s. and t hat you al low the I nspector to grant 

wells w_thtn 300 feet o f t he un1t boundary fo r the SIIQe 

purpo"'e. t:s ,;ent l.allY thl s accomplishes more s everance 

t axes na1d t o the comconweal t h, more royalt1es paid to 

th· royol :.y owners at no cos~ to anyone except Pocahontas 

c.a .. "'.ntnership . The fu:st wit ness tha~ I woul d l ike t o 

call l Ler Arr1ngton . Mr . c halrman. do you Wtl\\t us t o 

rt~w~ar t hese wi tnesses f or purposes 

22 H~. CHA I RMAN : Tht!V ' r <> just rem1nded that they are under on th, 

23 .• •.r.Hn und.:-r oath . ond lie'll accept theil' q\\al1f1cat lons 

24 111 pre& ~n ted . 

25 
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LESLIE K. ARRINGTON 

2 

3 

4 

a wH:neso who , after hnv 1ng been previous l y swo.rn, was 

e~anined and t est1 f1ed as follows: 

5 DlRECT E~NATION 

6 

7 

8 

9 

BY MS . McCLANNAHAN: 

o. Mr . Arr1nqt on , how were the names of the potential owners 

10 

11 A. 

12 

13 Q. 

14 

15 

16 A . 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

Q. 

of: t he coalbed methane and coalbed methane locat ed i n the 

active gob area 1den~lfied? 

They wer e l.denti fi ed f rom t~tle examination, mapping and 

f 1eld research . 

S1nce ~he development of t he mine began how much of the 

coal estate is cont rolled by PGP i n each of t:he nort heast: 

l onqwal l 1 t hr ough 10 unl.tS? 

100 percent of a l l coal below t he drainage of the 

non:.lleas t longwcsll 1 thtough 8 . 100 percent of t he 

Pocahon t as =3 seam. and 87 .2129 percent of all coal bel~w 

ara i.nage less the Poc ahont an 1! 3 s eam of the northeast 9 

unlt, '1 9. 6041 9 perct!nt of the Pocahont as 1!3 seam and 

49. ~ 7 68 per cent o£ a l l coal below drainage less tha 

Pocahontas aJ seam 1n the northeas t l onowall 10 uni t. 

What: percen t age ot: th~ oil nntl oao l.S cont:rolllld by POP 

l n each of t hose un1t0? 

too P•H'C'ent o f: t he norch oaoi: 'lo l\gwnl l \ t h\'OUQ\\ 8 units 



• 

• 

• 

2 

3 Q . 

4 

5 A. 

and 87.2!29 percenc of che nor~heasc longwall 9, 44.6933 

percenc of northeasc 10 . 

What pe r cent of the coalbed methane gas i s controlled by 

PGP 1s each of cbe units? 

100 percen: of the northeast 1 through 8 units , 99. 6276 

6 percent ot the northeast longwall 9 unit, and 96 . 9317 

7 

8 Q . 

9 

10 A . 

11 

12 

13 Q. 

14 A. 

15 

16 

17 

Q. 

A. 

Q. 

percent of t he northeast longwall 10 unit. 

Bow much of the coal estate is controlled by PGP in t he 

~otal acreage for the northeast longwall units ? 

86. 2084 percent of the Pocahontas FJ seam and 84.7592 

percen t of all coal below drainage less the Pocahontas 

pJ . 

What percentage of oil and gas? 

84 . 61 7 . 

And coalbed methane? 

99.538. 

These owne~:shlP controlled percentages t hat you•ve )Ust 

18 tes t if i ed a r e not listed on EKh ib1 t 4 that's been 

19 pr~viously s ubmitt ed t o the Board, is that correct? 

20 A. correct. 

21 Q . au~ you will subm1t a rev~sed Exhibit 4 to the Board with 

~ thos@ pe rcent~ges as you ' ve j ust tes tified to? 

23 A. 

24 I) 

Ve", we Wll l. 

W1ll udch o f th~ trac ts in each uni t participate baRed on 

a nanera l ac res ~s reflected on the surface? 
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• 

2 

A. 

Q. 

Yes, t.hey wi ll. 

oo t.he plat and ac reage t.otals that you ' ve just indicated 

3 re fl~ct t he r~lative contributl.On that each tract is 

4 expected t o make t o each of the northeast lonqwall panel 

5 un1ts product1on? 

6 A. 

7 Q. 

8 A. 

9 Q. 

10 A. 

11 Q. 

12 A . 

13 

14 

15 Q. 

16 A . 

17 Q. 

Yes. 

!n coonect lon wl.t.h t:ilose as s hown on E.xhibit: C , D, and &? 

Exhl.b1t c. 

c. 

Yes. 

Who are t:he owners of the coa l below the Ti ller seam? 

Hue McRae Land Trus t , consol idation coal, Yukon Pocahon-

t:as, saye r s Pocahontas , Buchanan coa~ and Georgl.a

Pacl.fic. 

Ar e t:hese also your coal l essors? 

Yes . 

would you please l.dentlfY the exhLbit marked for identif-

l catlon as Exhl blt 2? 18 

19 

20 

21 

22 

23 

24 

25 

A. That was our bearing notice . 

HS. McC:.At.fNAHAN : Hl". Chailinan, ! move the introduction ~lf 

Exlnbl t 2. 

MR. CHAJ RMAN: !t's admltted . 

Q (Hs. HcClannahan cont1nues. ) I s thlS the notice of 

heanng tnat was mailed t o the po1· ties contained in the 

appl 'l.l'·.!t ton for es t abllshment of un1 t s for the exPl.Ol;'a-
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2 A. 

3 Q. 

tlon . development and production of methane qas? 

Yea, 1 t was . 

And was thls not 1ce ma1led by cert1f1ed mail , return 

4 rece1p~ requested? 

5 A. 

6 Q. 

7 A . 

Yes, 1t was. 

Are cop1es o f those returned receipts at Exhibit J? 

Yes. 

a MS . HcCLANNAHAN: I nove t he introduct1on of Exhibit 3. 

9 MR. CHAIRMAN: It's admitted. 

tO Q. (Ms. HcClannahan c ont1nues. ) How were the persons whose 

tt names and/ or address a re l1s ted a s unknown notifled? 

12 A . 

13 

By pub!1cat1on in the Bluef1eld Daily Teleqraph on May 

2:!nd, 1993. 

14 Q. Have those proof s o f publlcatlons been prev1ously 

t5 sub~1tted to the Board? 

16 A. Yes, they nave. 

t7 ~~. HcCLMn~~~: Those are all t he questi ons I have for Mr . 

18 Arn nqton . 

19 . .ffi • CHA:RHAN: Quebtlons, members of t he Board? 

20 (W l tlle8S 

21 ~?. .:HAl RW\l~ : Call your next Wl. tnoss. 

22 ' 1'0. McC':.ANNI\HAN : H:: . Claude Morqan . 

23 

24 

25 

s 'tands nside .) 

uo 
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CLAUDE MORGAN 

2 

3 

4 

a w1~ness who, ~fcer having been previously sworn, was 

examined and c~sti £ ted as fo llows : 

5 DIRECT EXAMINATION 

6 

7 

8 

9 

BY MS. McCLANNAHAN : 

o. Hr. Mor uan , when did consol begin development of Che 

10 A . 

11 Q. 

12 

13 A . 

14 o. 
15 

16 A 

17 

Buchanan u l o1ne 1n tl1e Pocahontas aJ seam? 

H~!ng star~ed - - 1t was ar ound 198q . 

And 1~hen dld Consol beq1n ml.m.ng under t he norebeast: 

l ongwal l 1 t hrough 10 un it? 

In 1990 , I t h1nk 1~ was . 

coul d you please 1denc1fy the e~tlbit t hac• s been marked 

for . denc1::.cac10n ab Exhibic 5 - - act uall y Exhibit 6? 

That l S a l rlyou c of the un1cs t hat were e stablished as 

NELW uni cs 1 t m·ough l O wi ch the originally percl.tted 

18 well locartons as well as other wel ls t hat have been 

19 pero1cted and/or dril led s 1nce the orJ.g i nal orders were 

20 l S S Ued. 

21 

22 

23 

.. . ":. tr: n~q.lrd t o the permitted locat:ton and / or the drilled 

locatton ar. shown by the x·ed and ye l low dots are tbey all 

dr1llE'd and/or permitted in compllance wi th the or1ginal 

24 ord<>r ~hat was appt·oved by the Board fol· t he N&LW units 1 

~ tht cugh 10? 

19l 
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2 

3 

4 

5 

6 

7 

8 

;!.. 

Q. 

A. 

Q. 

9 A. 

10 

Yes. 

What 1s th~ well spacing that is required by that 

part1 cular Board order? 

There was a minimum spacing of 300 feet with 300 foot 

setbackll from r.he unit. bow1daries . 

could you pl<!at'le explain to the Board thol reason for your 

requeot :.n t.lns application that • s been f i led today that 

tlla~ partlcular requireaent be changed? 

we ·v~ seen since we s tarted operation and we been 

collect1nq -- act uallY collecting the gob from these 

11 panels 1n August of last year -- we have seen that there 

12 are wells that we're having to drill as ver~cal ventila-

13 

14 

t1on holes for degas if1cat1on of the gob area of the mine 

wh1cn due to the 300 f oot space limitation we cannot 

15 perm1 t: as a gas well and t he r efore cannot produce the 

16 .;as. As a result of that we have had t o vent that gas 

17 and lt's been a t.or.al loss to everybody . 

18 •!R. EVANS: I've got a r eal qui ck question . Are these panels 

19 sealed ye t? 

20 r~R. HORGAN: NO. 

21 !·lR !:VA.'<S: No t yeti' 

22 MR. MORGAN: These are ac t1ve panels. 

~ MP. EVANS: Ac t.1ve panels. The orig1nul number of holes 

24 you ' V" had down have proved 1nsuffic1.ent t o IIHUntaln the 

~ safety 1n the m1ne? Is thnt --



• 

• 

• 

HR. MORGAN : The original applt.cat.ion showed the l ocations in 

2 r~d and bas1.callY it asked for approval of those loca-

3 tions and then t.n the force poolt.ngs of these we force 

4 pooled onlY those l ocatt.ons. The appl ication gave us the 

5 right to dr.tll as many wells as necessary as long as they 

6 were 300 feet apart. There was no limit EUt to the 

7 number of wells. At that t1me we thouqht it would take 

8 care of us, but I'll illustrate a couple of problems 

9 ~hat we've run 1nt o here where this has happened t o us on 

10 I know ot three occas~ons so far since we've been in 

11 product 1or. but we've had to tnrow the gas away chat we 

12 couldn't put in a pt.peline. 

13 Jo!R. HASOU : El<CUSC llle. I think what you're qet t1nQ to, 

14 though , 1, you • re f.tnding t hat the wells that you can 

IS dr1ll are j~st not suffl.cienc to dra.tn. or the pres sure 

16 

17 ·IlL ~IORGA.'<: !n some Sl t uations that :is the case. In othet• 

.. lt\l<'tlons w~ nave se~n since we' ve got into th.ts and 

coll~cc 1on of the gob QllS was somet hing totallY new. 
18 

19 

20 

21 

22 

23 

24 

25 

That ,~,lu RO!IIet.h t.no that june had not. been done. wo 

d.tCill't t..no.., f or c;ure how co do it. what we could do . on~ 

ni t:he Pui' t.lculal· wells we never thouQht would be reallY 

~cor.onical co collect. we never antt.cipated collectinq. 

nut. now Wt:' • V•• looked ot it: and said heY, the onlY t hinQ 

w .. •v.: qo~ :o do to C"O llt>C t th\.R is lilY a ::!0 f oot pt.pe 
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ovt>r to thP compreosor. we've 90t the hole d.ri~led and 

2 1t only produces f:or a short time, maybe t wo or three 

3 week.s, but that • s two or three weeks of production a t. 2 

4 or 3 m1 ll1on cubic fee t a day. 

5 HR. McGLOTHLI N: Wha t. was the number again? 

6 MR. HORGAN: That 's z or 3 weeks of production a t maybe Z or 3 

7 mi lllon cub1c feet a day which s i mply because it's less 

8 t.!lan 300 fe et. froc that first hole we can't permi.t lt as 

9 a qas well. But we have t.o hove th"t bole to mine. So 

10 it w1l l be dr l l l ed whether we can drill it as a gas well 

11 or not. . 

12 HR. EVA.~S : so t hese extra holes that. you're talking about 

13 

14 

closer than 300 Ceet. t o any othe.r hole are done in order 

t o ~llow you to continue to m1ne? 

15 KR. HORGAN : Yt>s. I 'l l show you exactly what I'm tal king 

1G about. If you • 11 look to che ne...'('t exlu.bit, Exhibi t 7, 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I • ve dl'.lwn en exnnple of a l onqwall panel here. Trad

ltlonal ly a lonqwall panel will have six to eight gob 

wrlls. But tile well in par ticular that. I ' D talking 

dbou :.. that has ..1 very short. lift" - - 1f you• ll see well 1. 

wo tl ad 1 tiona U v have l ocated w~ 11 1 about 4!50 to 300 

1 t\.' t t ~·om t h" star t up o f the l onqwall panol into the 

b:ock. A w~ll locdt.ed there w1ll usually-- once you get 

~~ ~r a p1oduced w~ll dnd produco for nome t ime afte~ you 

ro:.u€? en by . we cannot mine to that 300 foot woll Wl tho\\t 

\ t 
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anotht!t· one --

2 MR. EVANS: B~htnd H. 

3 HR . HORGAN : -- t.hat we have dnlled dl.rectly beside of t his 

4 one and s l ant backwards t o within 4 0 to 5 0 feet of that 

5 start. up point. 

6 HR. EVANS: I understand. 

7 HR. MORGAN: Now, that 's only two or three weeks of mining 

8 t~me and when this one well takes over that one usually 

9 drops f t . so t he 300 foot barrier has me ther e on the 

10 dlstance b~tween locations. And really it 's drilled on 

11 the same stte and all I would need to do is put a 20 or 

12 3 0 foot ptece of pipe into the same compressor that I'm 

13 goin~ to use to compr ess tllis well whe.n it comes out • 

14 HR. EVANS: BaP1cally what you' re doinq is at the first few 

15 cuts off the longwall panel when you ftrst s tart in you 

tG don't have a method to doqas the qob and what you ' re 

17 dotng l.S drt!linq a t wln well at the firs t Sltc that yo\1 

18 c.tn and put.tlng a shoe on that drill and running it 

19 bacK --

20 1-1:· MORGAN: w" use a down hole motor and slope it back to 

21 

22 

23 

24 

25 

wttlun ~0 to SO foot of that set up . 

"1P. EVAllS: In ot:der to deqas t hat gob as you mine throuoh? 

W . HORCAN: Rtqht, 

H~. EVANS: . And that's JUst f or mine safety? 

'K. HORGAN: Thl• only ,,lternntive to that, i f yo\\ don't do 
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2 

3 

• 

sometht ng llke ~at and get 1t back there c lose is you 

can run a chi ft and shut down f o r a while . 

HR. EVANS: so that's f or s afety purposes? 

MR. HORGAN: Yes. 

5 MR . ~~SON: Because the gob behind where you're mining JUSt 

6 won r degds fas t enouuh to allow you to continue to m~e? 

7 MR . HORGAN : That ' s r1ght. Your ventil a tion s ystem will not 

8 handle thn~ amount of methane coming out at one time. 

9 Th e otner si tuation which we have r an into, normally 

tO 

tt 

t2 

t3 

t• 

we'll put these s 1x to eiqht wells on about a 600 foot 

spa=lnq. That' s our normal s pac ing. To get eight wells 

600 fe~t apart 1n some of t hese t erra1n around here i s 

pr etty dog gone ~ough because t hat may end up in the 

m1ddl~ o£ a s po1l field or i n ~e middle o f a str ip mine 

tS spell or wnatever . so we have on occasion -- aga i n if 

t6 you -~ l<:lO-t a t number 3, what I' ve depicted here, let ' s 

t7 

tB 

tO 

20 

2t 

22 

23 

24 

25 

say r couldn' t get t o slte number 2 as I had planned t o 

or as normal upacing would allow. I may have to set up 

~n ~ ~n~ drlll both holeo from s ite 3 and what I ' l l do i s 

i 1-i!.ll • -Ck one back. soc., times I may ktck one back ond 

klck on~ t"<Wnrd to get the spac1ng. But they ' re si tting 

-h<>r·· Gld" by Oide. Th(ly ' re l ess than 300 feet . I can 

onl y produce on<> of them. 

~·~. EVANS: And both o[ t hem at·o go i ng to produce. Again 

o~cdus~ 0f tllP si tuation y~u could not put a vertical 

\!Hi 



• shaft or a vert ical hole down due t o surface cons t r aint s 

2 or fo r whatever r easons . 

3 MR . HORGAN : Rlght. 

• HR. SVANS: so you moved t o the next locat ion that you could 

5 that was perm1ss1ble and again s hoe the well --

6 MR . MORGAN : Again m1.n1ng will d~c ta te that I haven't leased 

7 t.h1s number of wells . I • m go1ng co drU 1 tbem and I '12'1 

8 going to produc~ them and we just want to be abl e to put 

9 t t 1 0 the pipeline . 

10 MR. MASON : It's r eally a problem of using surface 300 foot 

11 dlstancPs to d'3al Wlth what needs to be 300 feet really 

12 at th<> top of the. seam, isn't 1t? 

13 MR . MORGAN : Yes . That s ee ms t o be when'! it comes in . • 14 'ffi. HASON: S t r? 

15 HR. MORGA."l: Tha t 's o whole lot of i t. That is a whole lot of 

16 1t. In some si tuat l ons it would be less than 300 fee t 

17 even at the top of t he seam on a s et up hole becau~e it 

18 may be only ~00/250 feet from the s trata t o begin with . 

19 Even :hat mat11nce you can't qo Wlthouc that other hole 

~ runn1ng back thQ --

21 1-(R. t·fASON: Do you all have much troUble keepinQ the holes 

~ P~rdlghL 1n thls terrnln? 

23 "1 '- . >!ORGAN: They deviotef; some. One deql·ee of devi a tion i s 

24 not IIIICOI!lmOil. 

25 Mi>. l-IAS ON: It's no t ll.ke r l"Y1nq to dn.ll nn ovo1· t hrust 01: 

• 
l'H 
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somethlng where lt wonders o ff? 

2 HR. HORG~~: No. 

3 HR. CHAIRMAN: I may be jumplng 1n ahead of your testimony 

4 here , but whot kind of safety precaut i ons do you have 

5 when you 're drilling that second we~l withln the 300 feet 

6 area of the first to insure you don't drill into the 

7 ftrst one? 

8 HR. HORGAN : It 1s done wi th a di rectional down hole motor. 

9 we lulo1-1 the posit1.on of t hat hole as it ·goes down . 

10 HR. CHAIRMAN: And you know where the bottom hole is on the 

tt flrst well? 

12 HR. HOP.Gru~: We' ve done a dev1ation s urvey on the other hole. 

13 we know where it is . 

14 'iR. EVANS: I've got one question and perhaps someone could 

15 expar:d my l!.no1dedge on this. To my understanding it 

16 doesn't allow direct i onal drilling and -- l.S that no t 

17 t:ru~? Ooefl ou r law permlt us --

18 KP. fULHER: we 11, what he's tulk1ng about is actually a well 

19 as a vertical ventilation hole he's drilled under 

20 onotner 1 aw wn1ch allows f or d i r ectional drill i no . 

21 v~ LVA.NS: That's what I' m asking. for somebody to expand on 

22 how :;hould tnl.s be v t ewed. what . s the --

~ M~. tuLM£R: w~ll , tt's done under another l aw. Then whan he 
24 

25 

cot"e~ to m" converted t hen I gee a conv~rt:ed well or t:he 

r.rll ruF. o r th·lt w~.•ll an tt is . 

, 1 DB 
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MS. HcCLANNNtAN : I c really is n conversion for the Division 

2 of Gas and 011. It's drilled under DMLR . 

3 HR . EVANS: OMHE? 

4 MS. RIGGS: DlVlSlOn of Mi nes. 

5 HR. CHAIRMAN : I thlnk the i ssue coul d becooe if you were t o 

6 be dr1lll11Q duectional drillinq t o ge t: i t under Div1s1on 

7 of Hlnes wtth sol~ Lntent of c1rcumventinq the law on the 

8 gas and o1.l s1de whlch we have our div1s1ons tryinq to 

9 communicate to make sure that doesn't occur. I'm not 

10 suggesting that h as occurred , but t.llat is where you would 

11 have a probleo. If we had a number o f these com1nq i n 

12 and we had a number of them where Lt was pretty obv1ous 

13 

14 

15 

that's somot:bing the Soard can watch for. ~f we feel 

l1ke -here's an obv1.ous pattern, that people are goinq 

under VVH to d1.rect1onal drlll or do sometbinq like that 

16 then you have clrcumvention . 

17 H~ . MASON: L ke looK t ng at thls number 3 which was the J-A 

18 well. ! mJ••sa. the pr oduction of that well will be 

19 troa-ed J USt 1.n terms of -- you've got this well cominq 

~ ln tnv you•vo aot basically a fo rce pooling application 

21 r~lJ:ed to thl~ number Z well, correct? 

22 !-til. HORGI\N 

23 t-l!l • MASON : 

Th~t may be the case. 

Vl't when that • s actually pr oduced that well wi 11 

24 br· n nuoht to tlv·· s ur face ut a d if feren t: location . 

25 -!P.. HORCllt>: · I :h1ven • t had anyt h\nq to ho\ppen a l onq those 
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l 1nen. 

2 MR. MASON : we l l. I'm JUS t followinq up on what you 're talking 

3 about. 

4 HR. E:VAJ~S : That l.S where I was goinq. 

5 KR. HORGAJI : The well l ocatl.ons, l.f we have brought t hem 

6 f: orward, permitted them and brought them forward for 

7 fo r ce pooling we have de termined that loca tion 1n the 

8 fl.e ld and will lll all likell.hood drill t hilt location . 

9 MR. MASON: But '.,/hat I'm saying is ll..ke -- let's just assume 

10 for ea~;e o f purposes that you ' ve got an 80 acre unit 

11 here. You could dr1ll a well down t o here or come over 

12 here l.n to thi:' next un 1. t and dn.ll back this way . As I 

13 

14 

unders t and what you're say1ng, you' re 90409 to treat the 

gas that. produced out o! thi.- hole f or purpose of i nc ome 

15 and ull t hat as 1 f l t belonged to t his uni t . !s that 

16 cc.r1·ect? 

17 HR. MORGAN: In this scenar1o we will not be drilling from one 

18 uni- 1nto another. The hole will be devi ated Wl.thin the 

19 so!'le un _t 

20 liP. t<!PSO'I: Okay Tnat ~akes a bl.g d1. f!erence. That' s what 

21 

22 

23 

24 

25 

you wc1e QOttl.nQ t o. 

HP. C:VAJJS · 

!'IR. MORGi'\11: 

!.I!<. EVMlS • 

I~? . MOf<GAN 

Yeah. Tnat was my next --

Tht8 nole stays enti rely w1thin the un1.t . 

Tho t • :; whu t I wa s qotny t.o get at. 

we w~nt some leeway t o get within 300 foot of the 

aoo 
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b oundary o f that un'lt and maybe kick it bacl<. toward the 

middlt: whl.Ch was the other thing I a s ked about. 

3 MR. l.U.SOU: But you can understand the problem that would 

4 occur in terms of who gets the income if you've got that 

5 ouch o: a dev t a t ion o ff 

6 HR. HORGAN: No. Tne entire hole will always be within the 

7 boundary o f t hat unJ.t. 

a HR. &VANS: so 1t will DT still within t he surface eA~ression 

9 o f that unit? 

10 MR. HORGAl~ : Yes . 

11 MR. MASON: I thJ.nk it ' s an excellent poi nt , though. That 

12 would de f initely s cramble up t he 

13 MR. HORGAN : one other potnt that i s not clear in the applica-

14 tJ.on itselt 1s we're asking this f or solely qob wells. 

15 we 're not ta lking about expanding t~s to get within 300 

16 t ooL o f the bounda.J-y for a frack well. This is solely 

17 for gob production. 

18 HP.. HcGLOTHLL'< : Hr . Horgan and/ or whoever can answer , 

19 espectally dril ling into a gob a rea with the directional 

20 ho~e. wnat 1s the s afet.Y concerns and how are you going 

21 to addres£: them when subsJ.dence occunn 

22 MF<. HCRGAN : Tllat is net dif fe t·ent t han t he vertical holes 

23 that gCI 1n there. The hole goes in prJ.or co the mininQ . 

24 Tht> subL>ldence that: does occu1· 1n the breal!.ino of the. 

25 ,lt!.•ltil tn what c reilcea tho flow o[ t he oaa . That 's t:h~ 

~Ql 

.. 
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way t hey hmct lon . 

2 KR . MASON: If I unders cand what he's s aying and it does seem 

3 to make sense , the fact that the hole is drilled at an 

4 angle, won't that make your rubble zone go higher up into 

5 t he roof ? Is that what you were getting at? 

6 HR. EVANS : No. That w1ll destroy your well bore is what will 

7 happen. 

8 HR. MASON: wel l . I unders tand that . But i f you cut through 

9 that roof at an angle I would image when the roof fa1ls 

10 that you would ge t a higher --

11 HR. EVANS: ~le si:e of the boles that they're drilling versus 

12 the fnll that.' s c r eated, no. You would.n' t be able to 

13 

14 

t ell lt -- I mean, 1t would be different i f you were 

dnlllng --

15 ~R. McGlOTHLIN: If you do have a dir ectional on this wel l my 

16 conct:>L-n 1s tht> 1ntegr1ty of the pipe and the well bore 

17 i.tseH How i s 1t gotnq to effect t hat, If you 've had 

18 NCpl'r .!.ence 1n this and can gi ve us some --

19 ~?. ~ORGAN: These holes are essenti ally open hole except for 

~ th~ r.t ream that ' s set b~low the water producing or the 

21 lowest minable seam. so it's open hole . It ' s not a 

22 mat'~" er of protection of the -- (Inaudible.) the pi pe. 

~ r or 1n~tnnc~. the one at the rear -- this is not some-

24 flu no we just s ta t·tod doing as fnr as drilling t.his 

25 nolr·. W•·· v~ dr1ll<>d t nis hole on evel.'y panel except tho 
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first. one t :;at. we mined at Buchanan and tha<: • s when we 

2 found ouL we could~'t get the 300 feet Wl chout i t . So 

3 froo o1ne safety 1t oakes the ~1ne safety . It' s per-

4 mltted under the m1n1nq divis ion order for that purpose . 

5 HR. HcGLOTHL~ : Ycu• ve got an open hole and when you dr1ll a 

6 gas well we have n different set of rules on bow far tile 

7 11ne goes down and how far the cement. goes down . 

8 ~R. HORGAN: we use the s ame casing and cementl nq procedure 

9 here whc-.:her we permit it as a VVH or a CBH. We set: 

10 cas~og and cement: i f be l ow the water producing strata or 

11 the lowest. producl.ble coal s eam . 

12 HR. HcGtOTHL!N: I t hought. we wen t. further on t.bat: . Haybe I'm 

13 th1nJung about ( Inaudl.ble.) 

14 KR. cr~:~~ = 300 feet or 50 foot below the l owest producing 

15 water =one . 

16 Hi? • ::v;:u:s: Generally what.'s :.he d 1.amer.e r o f your --

17 "'n. 110RGAN: TW:>l ve and a quar t.er. 

18 "1 !'1. EVANS · Do you neck t.hem down dependinq on the depth? 

19 Y.OI'.GI•'l : That f1rst hole Lhat I told you about we will 

20 dnL uaua lly a qsl\ on it.. 

21 ~IF . CHAIRMAN: '"'ould you like t o ge t back to your ques tioning? 

n H; HcChNml~~: Oh. r.har. •s okay. I do want to move tile 

23 n r.rodnc t1on of Exlnbl. t. 7 be fore I forgot to do that . 

24 !-''< . CHAIRMAN: Any ob jectl.on? It'S admitted. 

25 Hr. Mc-CLANNAHAN: Also Wlt.h r e oard t o your point About t he 

il 



• su:-e • 

... -----.. ~-=.::- .. 



• 

• 

• 

well bore to t he area above t h e a 3 seam. 

2 HR . EVANS: That answe t"s my ques tion that I asked, bow do you 

3 go about do~ng t hat . 

4 HR . F~~R: : want to make sure - I want tO c l ear thi s up. 

5 What he's speaking from is strictl y a s a£ety iss ue 

6 r equl a t1on . lt h as not hing to do wi th di rectional 

7 drilling. once t h ey get b e l ow that part where t hey have 

8 they have che ownership then t hey have t he optlon . 

9 Thera' s an own~rshlP ques t i on here below that po i nt, i s 

10 what I'm say l.ng , as far a s t he dril ling technique. But. 

11 until they get out o f wha t they don ' t own they s ti11 have 

12 to follow that reg . 

13 Kil. . HORGAN: The l~ey t o dl. r ectional dr l!ling that we ' r e 

14 talkl.ng about 1s that i t' s a l ways withi n t h e uni t, always 

15 produc1nq the gob and producing the qob from that unit . 

16 HR. EVANS: And it's also a safe ty concern f or t h e mine i f I 

17 

18 

19 

20 

21 

22 

23 

24 

25 

understand your testlmony . 

HR. HORGAN: It's qo1ng to b e drilled and for t hat rea son 

we 're not ask1ng to add the cost of t h e se wells t o any 

fo1·ce pool1nos. The wells t hat I'm tal king about we 're 

qotnQ to dt"ill t:hem for t he 1111.ni ng whether we put i t in 

thP p1pellne or not . 

KR. EV~~s : Let me a sk you anothe r ques t i on then. Based on 

y ou1 exp~rtence to dote t t l ook s l i ke we ' re oe tt1no 

probao:y a one for on e t ype -- you ' t·e havi no to drill 
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tw1ce ~H mGny wells as or1q1nally tbouqht or requested? 

2 HR. HORGAN: Th<> map that you have i n front of you hlll"e, t ho 

3 rl'd ones are the ones t .hat or .tginall y we drilled and 

! tacked t o degas ify the Pocahontas •J s eam. Host of 

5 thea.? y.?llow ones are ones that we have come back and 

6 drl llPd tn t hP terrain str.tctly for gob. 

7 HR. EVANS: And t o date s ince you haven' t sealed the qob do 

8 you feel tha t -- how cony more well s at·e going to be 

9 nePded? HOI~ well are these dolng the job r1qht now? 

10 HR. HORGAN: we are aeeing -- aga1n it has t o be approx1mately 

11 600 foot s pac1ng 16 about what we are seeing to do i t . 

12 ( Paus~ . ) In all l 1kelihood we will have t o come back on 

13 thofle upper three panels and drill two or three ll!ore gob 

14 well s tn ther~ t o keel in s ome of the gas. 

15 H~. EVANS: r ~~ould suspect on the far end where you only have 

16 on<! tr,IC'k well 

17 

18 

HR. MORGAN : Oef 1n1Lely we wi l l go i n and do that one sitting 

up on tha t s 1te nnd drill 1n backwards. We' ve done that, 

19 d s t 'vP sa1d , on every panel except t he f irst ono. 

20 'lr . !:VAl~.;; . M d lt would appear Lhat at least: one, maybe t wo , 

21 .n ~hat e::~d? 

22 HOfi~I\N. R.tnht. 

23 'I 

24 

i>VAUS Tlte re ' s a sl.ngle trnck w£111 that -- at·e these 

o r.ho•l tl~o Yl' llows one up 111 bloo.!lt t!J, 1 quess it is, the 

25 f 1 r r-r un1 t. back up t hnt wny where you have n fah· amount 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

of s pacG bet ween t wo yellow we lls and you've got the one 

z:-ed f z:-aclt well there 1.n t he c anter . 

MR. HORGAN : Uh- huh. 

HR. EVANS: no you antic1pate that -- or are those two yellow 

ones d1rect1onallY dri lled b ackWards and forwards? 

MR. MORGAN: Those were drl l l ed prettY much vertlc ally . There 

will be another well in all likelihood between those -.:wo. 

MR. EVANS : And that 's goJ..ng to be on a as needed basis a s 

determ1ned by what' s go1.ng on at the t ime IE 

MR. MORGAN: Three of these wel ls in the north we' ve tried to 

fracture tile upper s eams and do some predraining which 

12 has not bePn done p reviously at thl.S m1ne. We don 't know 

13 what the effect of that is go1.ng t o be at t bl.S til:le . 

14 HR. EVANS: How much help it's going to b e? 

15 HR. HORGAN: RlgOt . 

16 MIL MASON: vou f r 11cked some o f the stuff above t h e Pokey a3? 

17 l-IP. HORGAN : Righ t. The gob gas that we ' re talking about is 

16 bo~ng producl'tl from those upper s e ams aft er min i ng has 

19 c-ooe :.h:-ough. Up untll now wo:> ' ve done no predrainl.nQ of 

20 thnt urea and w(>'re experimenting with some predrai ning 

21 of tild~ area and w.- don 1 t: know what t he ef fects of t hat 

22 w1.E be on our dCtlv e gob a t thi s time. 

23 '1>'. E:VANS: t.o t me under stand t hen. Your addiuonnl wells --

24 1c t \HR an 1llustt·ot lOI1 on l y or i s t h e actu a l l ooata on o[ 

25 tht• •1\ld 1 tlonJl we 1\.s that hnve been t\rl.lle d to date? 
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KR . ~IORGAl~: This 1.a an actual location of wells that have 

2 been permitted and/or drilled . 

3 HR . EVANS: Are most or these -- I'm assuming that most of 

4 these h3ve been drilled or is that the other way around, 

5 ~os t are permltteG but not drilled yet? 

6 HR . HORGAN : If you look at the flrst three panels goino sout.h 

7 to north t he ! i r st t hree panels that have yellow holes , 

8 t hose have all been drilled , I believe, with maybe the 

9 excE>pt1on of 60-A . In the other three panels to the 

10 north onl y f ou r of those have been drll led of the yellow 

11 boles. 

12 MR. EVANS: H1ning is advancing f rom south to north? 

13 Hrt. HORGAN : Yes . 

14 HS. HcCLANNAHAN : With n~gard to the ones that are designated 

15 Wlth red dots, those have all been drilled. 

16 HR. MCGLOTHL IN : What panel arE' you 1.n now? 

17 HR. HORGAN : we· r~ 1n --I think it' s 6. Le t me look at it. 

18 G 

19 tiR. MASON: Just out of cur i os 1t:y , how 1 ono does 1 t take --

20 o f .:ourse. t.hese a r e a 11 varying in length . L1ke in 

21 thosP p3nels 5 and 6 t here - - or 6 and 7, bow lono does 

~ lt t~M~ to m1ne one of those out? 

23 H'<. MOPC'Atl. We will m1ne on t he ovet·aoe -- we've QOt two 

24 lonqwallR opel'Dtlng h~rt! and we alternate bet\~cen t he 

25 wol lr •• 

:!08 
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HR. MASON: so )'OU have t wo mach1nes runni nq? 

2 HR. HORGAN: Ri~tht. And they don't both usually run at the 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

s ace ttmo. so we a l t ernate between ~eQ and we will 

av~=aoo p~r lon all about 700 foot of advancement a 

aonth. so that' s 5 ,000 foot 1n about seven months. 

MiL CHI\IRW\N: You can proceed w1.t h your ques tioning. 

~. ( Ms. HcClannahan contl.Dues .) Productlon from the wells 

that ar~ d ... s l gnated with red dots and production from the 

wel ls des ignated as yellow dot s as we11 as any addi tional 

we 11 11 rha t you would dnll , for example, 1-A and 3-A on 

Exh~ l t 7, are a l l wel ls that wi l l be producing on a 

pana! bas1s and t r om the same pool as those well s 

oru~lnilllY approved b\• t he Nt:LW 1 t hrouQh 10 units , 1.s 

th<lt corr..:-c t? 

15 A. 

16 Q. 

Tha· l<; rorrt>.: t . 

Th~ "ft.:>c-t. on unl t product1on fo r the additiona l wells 

17 would b~ to, o f course, incr ease i t , is that correct? 

18 1\ . 

19 Q. 

20 

21 

22 

23 

24 

Tha ~ c-ort t>c t. 

ru.J w1th r~Qard t o ~ny of these units that have prevlous 

.v ~n1~red 111to a rotce pool i nn orders by t his particular 

Bo~rd Ltn well~ prev1ous l y approved for cost allocation , 

no~>. In you tlnt ~cl.pat.:> pay1.ng r oydl ty ownerr. for odd1t1on

'' · 1"\olluc t \.01\ £rom addi t ional welln? 

TIH'Y "'' ll l1l' pa ld b '\sed \lpon thei r -- Wlth no additlonal 

25 l"•l • ~,!,ted t u t hNH! wull s Lhey wt.l l be pnid based upon 
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2 

3 

.. Q. 

the1r ~lect1on at the tLme the Boards were g1ven as 

thouoh this productlOO came f rom any other well .10 that 

unit. 

And the1r amount o ! payme nt would be the saae as the1r 

5 ownnrsh 1p i nterest as 1t was previously des1qnated on 

6 th ls f orce poo~g orders, 1s that correc t? 

7 A. That ls naht . 

8 MR . MASCH: In essence you' re JUS t go1nq to deem the produc-

9 t1on f rom these additional wells to be from the prior 

10 wells and treat lt )USt l n t he same way? I s t.hat --

II Hi< HORGAN : Treated the same way for royalty purposes, for 

12 1nco~e purposes or whatever . 

13 HR • HAS ON But 1 mean would 1t be J USt the s ame effect as 1f 

14 t.h<>y were produced out of the same we lls? 

15 v.R. HORGAN· ~xactly. 

16 HP . MASO:I: And s1uce t here are no addit1onal costs there is 

17 

18 

19 

20 

21 

22 

no adatt: :·)ni!l e lo>ct J.ons or pa:-tlcipatl.on or anythl.nQ and 

you· ... go1ng to U'li> the s ame pe-rcentage s and the same 

al~ocJtlon cethods that you used for the or1g1nal well? 

'icC!.A'I'·AHJ\!'1. Rlqht. so that the ! orce pooling order s 

,-en't Ptfec t ed by th l s particular order , e~ac tly . 

CHt.Ti'!NAN: nut you at·., converttng to a g11 and oil permit 

23 o1nrl r'h1nitonng 'the pt:oduCt lOn from thot partiCUlM' Well 

24 fie> tlH\l pt~r1:lclllar --what's now a WH'i' It will be 

25 !l'l onnored -- t\te pre>duc t.lon will b ~:< monit.orod from 
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thdt - -

2 

3 

HR . MORGAN : And afforded as product ion f rom t hat well. 

MR. CHAIRMAN: Rl Qht . 

4 Q. (Hh . HcClannnhan cont inues . ) Will the ;rantinQ of thLS 

5 un1t =od1i1cat:1on appl 1cat1on r esult 1n additional 

6 revenu~s to the commonwealth? 

Yeu, it: w11l. 

In what: form? 

7 A. 

8 Q. 

9 A. In t:he (onn of t:he severance t:ax on add1 t:ional production 

10 t:hat 1s now belnQ vent:ed . 

t t MS. HcCLANNAHAN : Those a r e all the ques tions I have for Hr . 

12 Horqan. 

t3 MR. CHAIRMAN: Any ot:her quest:ions, D\embers o f the Board? 

t4 MR. EVANS : Tnerc•s one ocher ques tion I may ask. To what 

t5 advant .. HJe 1o it: to have the I nspec t ot· urant you addition-

t& a ! w.~lls ond off seta as opposed to - - i f we say okay, 

t7 you cdn qo nhe.sd and dn.l l closor t han 300 feet what 

t& 1n your L ~qu~st what are you act:uolly askinQ tllat we 

19 a l l~w rltP lnnpec tor to do, to s ay --

20 •!5. :icC:.ANNAHAN . We • re nskinQ t hat: tho Board npprove t oday 

2t ·1ny wl.lll Po bP drillod cl one r t han : oo f ee t to anot her 

~ w~l l and tna t t he Inspector be all owed to qran t variances 

23 f o r any W•lll r l ost"r than 300 f eet to a boundary . 

24 P.. MORGAN: Whllt we 1 re at~klnQ fo1· t s essonti ally the aama 

25 :-h 1no t hat I r• a\ roody 1n OaKwood II . Dot:h prov 1 Ri ons aro 

an 



t already 1.0 oakwood II . 

2 MR. McGLOTHLIN: Hs. Hcclannahan , would it be acceptable - - I • 
3 have a real b1g problem wi~h condoning dir ec tional 

4 dr i ll l ng. But le~ me t hrow th1s out for the Board and 

5 get some d1.scussi on on t his . That we allow you to - - if 

6 you dri l l t hem as VVHs that's one thi ng and you can do 

7 t hat but all ow you to pr oduce of f t hose VVHs that are 

8 closer t han 300 foot opposed t o s anc tioning that yes . you 

9 can dr1ll them as a coalbed methane - - or is that what 

tO you' re as'kl.ng and ! ' m just not catching 1 t ? 

t1 MR . HORGAN: Essential l y that's wha t I'm asking but I don ' t 

12 th1nY. I produce it wi thout a pe rmi t on it. 

t3 MR. MASON: I thlnk. as l ong as basicallY the bottom of ti1e 

• 14 hole and the t op of the bole are all i n t he sa1:1e unit 

15 that any potentlal problems from - - f rom a forced pooling 

16 ordt> :- from a pool1ng order s t andpol nt that that' s solved . 

17 I thlnk Tom ' s comment about as l ong as t he l percent 

18 dev1.at1on 1s respect1ve as long as the Board's travel1ng 

19 through non- oper ator cont roll ed territ o r y t hat t ha t takes 

20 carE> of tha t problem. 

21 .1il.. CMAI!U'.AN: And 1 t ~>tays withi n the unit. 

22 ~lR. MASON: And 1f t.l1e t op of the hol e and t lle bottom of t he 

23 hole are all in the same unit. you s houldn • t have any 

~ functional d1Eterenoe. 

25 MR. CHAIRMAN: RlQht. And you ' 1'1! ht1ving t o get the partlli.t 

• 
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froa ~he chi~ [ of Division of Hines or you 're having to 

ge~ auchor 1zat1on t o do tbe VVH , r1ght? 2 

3 MR. MORGAN: Yes , Slr. 

4 MR. CHAIRMAN : And you' re .. J.so having to 1ncorpornte that in 

5 )•our m1.ne land reclamation permit as far as any dis turb-

& ance at the top of the bole? 

7 HR. HORGAN: Yes. 

8 MR. CHAIRMAN : And t he permit with gas and oil is a require-

9 cent as well if they produce from it. 

10 HS . McCLANNAHAN : RJ.ght. That • s really a permitting matter 

11 separate and apart from the Board 's decision in this 

12 applicatl on. Rl Qbt . 

13 

14 

MR. CHA!!U-!AN: I unders tand. I was JUSt clarifYJ,nq that . 

HR. EVrulS: I make a motion that we appr ove the pe t ition as 

15 fl. led. 

16 HR 

17 HF 

18 

19 

20 

21 

22 H 

23 

24 

25 

CHAI~~: A mot .on to approve. 

MASON: I t.h~nk K~vin s t ill has some quest i on about it. 

Excuse me. ~hat'G hother1ng you about 1t? I undel."Stand 

you've got a probiem wi t h thls directional drillino. 

1-111.1~ exac tly do --what do you t hink the hann from l.t's 

go .nq ~o bs'i 

McGLOTRL!N: I don 't s~e that r hrr e's any-- a whole lot 

of harm irom it. I just don ' t - the statute sa.ys tha·t -

th•• l"t<gular ions hav~ kind of spelled out what we oau do 

on utrec tlonol dril l ing and what we can ' t . Is thls 

au 
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go~ug to condone - -

2 HR. MORGAN : Let me expla~n something t o everybody because 

3 they get t he terms devia tion and directional mixed up. 

4 That sect1on in there talks about deviation when you•re 

5 ~ntentlonallY drilling a vertical hole and it de viates. 

6 
I mean, it deviates one degree or whatever . Directional 

7 drl.lllng you go down and purposely do it. 

8 MR . HcGLor.HL!N: That's what tbey•re doing bere , is 

9 purposel y - -

tO MR. FULMER : Well , I know but i t 's -- it' s not under OUR law. 

It's under another law with DM . 

12 KR . CHAIRl".AN: That's his problem. He doesn' t want t o --

13 

14 

you're read1ng th~s application and our approval as now 

br1ng1ng an autbor~:at~on for them to directi onal drill . 

tS HR. McGLOTHLIN: Yes, s l.r. And t hat scares me. 

t6 HR. CRA!~.AN : ! s that your 1ntent of the applicat~on? 

17 MS . HcCLANSAHAN : No . It • s not t he i ntent of the application. 

18 I t' F t he i ntent o f the eppl~cation that --

19 ~:R. CHAIRMAN : Where you helve vert1cal ventilation holes - -

20 

21 

22 

23 

2~ 

HCCLI\NNAHAN: Where we have a VVR hole wh~ch has been 

prev1ousl y approved by OM and it would be to the advant-

<tQe of a r oyaltY owner ~n that particular unit to obtal.n 

tbtlr. producr1on t h at we be allowed to pay i t to those · 

r oyaltY ownet·s . 

25 !-!!·. cHAIRMAN : Do you h ave any problem modifyl.nq your appl.ica-



• t1on t.o that 

2 MR. HORGAN: No . wh at that means i s we would go out and 

3 permlt i t under that scenario we would qo out and 

4 permit 1t as a VVR, drill the hole, and then c onvert it 

5 t o " CBM. That really makes no sense. That's what we've 

6 been tryl ng t o ge t away from. 

7 HR. HcGLOTIU.IN: What you plan to do and everything it sounds 

8 good. 1 just have a problem with the way to do that. It 

9 generate s revenue for the commonwealth. It generate s 

10 revenue [ o:- the royaltY. But l.t.' s s til l that s lant on 

n that --

12 1-m . F'ULHER: I can g1ve you a cure to l.t . 

13 HR . MASON: Let me as k you this . I ' m lost about what says you 

• 14 c an't do d1r ect1onal drilling. What say s you can't do 

15 t hat ? I'l!l lost . 

16 MR. FULMER: I c-annot grant 1n a perml t, which I do under 

17 Att lcle J , dir ec tlonal drilling. The Board 

10 f-IR. !',Asm;: ~hy? 

19 :-rn . ?U:.HER: ~by? Because the r e's not.b ing in t he l aw that 

20 sayt. I c:.ln do it . 

21 l1R. "!r'\SON · !~ the r e nnyt h1ng l n it that s ays you can't? 

22 H\. FULMER: No, blll the t:e 1 6 a s ectl.on involving the dev1a-

23 ':100 of u vert1cal dnlled ho le. 

24 H~. HASO'.;. R q h t That ' s 1n th~ r equlation. 

25 ... rl. FUlHER: 711ut't' 1.1\ rJ\c t:egul at1on. The s i xth part of that 

• 
~15 



• which s ays tho t i f the coal owner agrees -- coal owner, 

• 

• 

2 not gas owner -- coal owner agrees to a vari ance of 

3 dcv1at1on 10 the hole due to coal then the director may 

4 pe~lt that to occur . He may give that variance. So if 

5 you want t o t alk about 1nferred directlonal, yes . 

6 HR. MASON : What is this reference to somethi ng t hat' s a 

7 prob l em and \olhat are you referring t o DH? Is there 

8 s ometb1.ng 10 t be rules of Di vision of Mi nes that says 

9 KR . FULMER: No. They • re a llowed to drill under DM' s vert.ical 

10 ventllatl.on and they're a llowe d t o dri ll direc tional 

11 holes. It opecifica~ly s ays direction~ drill. 

12 MR. 1-'.ASON: That spec1flcallY authorizes drilling of direction 

13 noles under the regs from the Division of Mine . 

14 HR. FUUK.ER: Yes . 

15 MR. MASON: You're sayi ng under the oil and gas reqs --

16 KR. FULMER : !t does not au t horize it . 

17 MS. RIGGS: It goe s to the defin1t1.on of units and the way 

18 

19 

20 

21 

22 

23 

24 

25 

you force pool un1ts and the way you define units. It' s 

all structured vertically. There's no met hodology in the 

regulot1ons or t.he law to account for un1ts that run -

now. h~re we're talklng site specific s 1tuations Wlthln 

spec1f:i.c:: longwall po1nel s with certain cons traints on unl.t 

to un1 t deVldtl.ons and so forth . 

Hk. HASON: 1 understand that . I'm just tryinQ to oet a qras p 

o( ~~h<H tho ru 1 eo dre . 

\\16 



• 

• 

• 

HR . FULHLR: But bas1cal l y the law doesn't say t he director 

2 can allow p<> L""llll ts for directional drilling . 

3 MR. MASON : As I understand what you're tell ing me, Sandra, 

4 the law doesn' t s ay you can't have directional drilli ng 

5 but tne entire f rame work -- the way this all works i s 

6 prem1sed on the idea that there will be vertical drllling 

7 and that • s i1ow thls all works. 

8 HS . RIGGS: collected back t o the s urface . 

9 HR . MASON: That' s land of the cornerstone of the whole thing . 

10 HR. CP.AIR."lAN · That 's why it mentions the deviation, the 

11 percentuqe, and all that other stuff. 

12 MR. HASON. Of course, as long as t he top and the bottom of 

13 the hole c~rc- :.n t he same un1 t that' s all irrelevant . 

14 HR ~ICRG,\N: Not necessarily . 

IS HR MASON: Why 1sn't lt? 

16 ~R . ~ORGAN. For gob product1on only . In this appl ication 

17 wn'r.:> t a'Uu ng <;ob production only 1n wb1ch that unit 

18 O'lun:idry 1S pretty clearly 1dentified as to what area 

t9 w !1 h · druned. 

20 u~ 

21 

22 

2'3 

24 

25 

~ !A.iP.lAAII : 7 '71Y pe rsonally I th1nk tha : that l.S the key 

: t • not l l ke you'te ta lkl.nq about dri lling ou t i nto 

Ult~ tn~d roal ol dri l lLng out where and Wlth the 

£n ::..pu_,,t a•n t.hat. you • J'e go1nq to lmow where that bore l a 

c,otnQ :. c.. !!Hd up, tlHlt you or e 1n control o f that. So 

til 1t y .. u .\ri' l' l't'Pl nQ minv r. af.oty a o the proilminanc.-o OVill' 
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everythlnq you' re do~g. To me that 's the key. Tom ond 

2 Hat·ry w1 ll JUSt have t o coordinate i nte rnAlly so that 

3 they know what ' s go ing on. 

4 MR. FULMER : we d o do t hat, b ut as far a s -- if you ' re loo~q 

5 at t he two separate laws Harry specificall y a llows it and 

6 a11.ne ts s1. lenc on 1t . That 's different . I will pull )•ou 

7 back to that s ixt.h part wbich he can a llow f or variance, 

a bu t it's b ased upon the coal owner, not the gas owner 

9 wlnch i s the btg ciif feren ce. There i s a biq difference 

10 here between a coal owner and a gas owner. 

11 MS. XcCLANNAHAN : Actually t he variance t alks t o t h e permittee 

12 and cool owner. it indicates - - it.'s the permi ttee and 

13 the coc1l owne r . Also this r egulati on contt·ol s the 

14 dlrect1on of drilllnq to the lowest known coal seam . 

15 HR. HASO~: Are you say ing tha t 1f they p resent to you a 

16 varlance reque~ t. ! rom the coal owne r and the permittee 

17 th~n •' •s periectl y okay to do thls? 

18 • .m FUl.."'E:~: For t he devi a tion. Devi ation of the ho le . 

19 Mf'. EVil!•·'· lll.ght. That's not du·ect 1onal dr1lll.nCjj. That's a 

~ <11 !:erence. 7h~t'R what Tom was say1nq earll.er. 

21 ~,. '11\SOI>: I undt>rs tilnd that , that one of them l.S supposedly 

" l'llE:nap unti one of t hem 1~ not. 

:tR. CHAIRMkN: Tom , let me ask yo\1 a question. Do you tl\ink 

22 

23 

24 

25 

1 h,1· you coutu 1ssue " pet"llllt: 1f on uppl icatton c ame in 

t o dlt~ctlonal drt ll t nto n qob nr~a? Do you think t hab 



• 

• 

• 

you coul d i ssue that permit wl.thout DH app~oval? 

2 HR. FULMER: If the well was already drilled. 

3 MR . CHAIRMAN : No , not drilled. 

4 HR. FULMER: I thi nJt. I could only if t he Board has ruled upon 

5 t he area it's going tq be drilled 1n because I have to qo 

8 back t o the other "tnvolving the Board allowing for 

7 d~vtatton from verttcal f or the purpose of corralative 

8 r~ghts protection. That's 1n the Board's reqs . 

9 HR . ~RHAN: t guess the thing I want to clarify is I don't 

10 env1s1on t hls Board havinq any power t o do anything 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2l 

24 

deal1ng w1th the ml.Jlo:! safety law and I want to make t hat 

part clear as f a r as I 'm concerned. I don't think th1s 

Board has any aut.horltY to usurp any power that extsts i n 

the Ot vuaon of Hines and t he authoritY of the chief. It 

wouldn' t matter-- 1f we said it was okay t o drill 

Wlthout t e l llng them i t would be w1thout authority to do 

so. I'm no t J.ns l.nutl t1n9 at all that that's what you're 

try1 ng t o do . I t' s just a real f 1ne line here that I 

"'""' to make sure wh i ll• WE'' re dol.no th1R that we do it 

nq;lt Tha t we don't qet someth1nq go1.nq here that makes 

you ·htnk tho?re 1 s s;omet:lu .nq that we ' r e cutti ng out and 

t nen l'nd up hav1ng t o do b('c ause I'm concorned that 

ana r queus I don't pArsonolly totally know the anRwar . 

I •m .-.,ncerned thnt t!vcn if thA Boa1·d votes to approve 

25 lll H t h•l t 1 l etA you not h,we to get. npproval from tho 
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2 

3 

4 

chief. 

KR . HORGAN : As a ver~1cal vent ilation hol e? 

HR • CHJ\ l RMAN : Right. 

HR. McGLOTHLIN: I know that PGP would l ike to have this done 

5 today . ls there any way that we could set for hearioq a 

6 way to d!rect th~s t hat they get -- that once the gas 

7 company -- a s Lmultaneous per~tting? 

8 HR. ~iAI RHAN: Anything we have like that we have always been 

9 able to work 1t out internally . I mean, the way I l ook 

10 at lt Lt's w1th~n DHHE -- 1f it ' s Har ry and Tom t hen it' s 

11 tholr probl em and they' r e going to work that part out . 

12 

13 

14 

But I just dl~~ · t want t o 1n any wny, anythlng we do 

here. m1slead you to say that t here might not be an issue 

r ema1n1ng there at Dlvislon of Mines. I don't know what 

15 that 1s. 

16 KR. MORG~ : Wa'vP got no problem with t h at . We 're drilling 

17 t h,. holes in compliancE' h'lth all of that anyhow. So that 

18 meJr.s - - it's no sk1n off our back to cont~nue t o dril l 

19 thl'lil 111 compl.la11ce wi t..h Harry' s rego. 

20 

21 

22 

23 

!<. ...·rll\IRXAN -nat • s .m issueo we h~ve to t·esol ve, however 

"'ta' lr.. 

P .... cc;:. ~7HL!N Wilat • s the tlmo f rame (roc getting from a VVH 

• o a C"BH? 

24 HR. l10RC:AN: we 11, you' rt' l\lOklng at n doub 1 t no up there . 

25 Vou't c tooll.lntJ at a PIH"lll l tting tlml' frnme for getting t he 

tlilO 
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WH wh1.c h I t hl.nk is a 20 day period . Is that right? 

2 MR. ALBERT: It:' R e ven worse t:han t hat because 1lnmediately if 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

you 're doing VVH then you' ve ~nvolved the DHLR. You 

c an 't JUSt do a VVH perm~t. Before Harry will issue a 

VVH pe<m1t he checks to see if ti1er e is a DHLR permit. 

so 1f you don 't have a DMLR permit you can't get a VVH 

permit. We' re try'ing t o do somethinq to get a round t he 

fact that Tom's r egs ar e silent on dir ectional drilli ng . 

You're going to end up putt ing t he burden on the operator 

t o have to get a permit from every agenc y in t he state of 

Vlrg1 n1a to drlll a well direct i onally . I think the 

leg1olat1.ve inten t he r e was that t he coal owner be 

pro t ected through mi nable coal seams . If we come to Tom 

wi t h a permlt appllcation tilat says we 're going to drill 

ver tical t o below the lowes t mine coal seam -- if we own 

tbe rest of thE- coaJ s eams and Pocahom:as Gas Partnership 

and consolldat.1on coal company JOintly submi t an applica

tlon as the regs al l ow to Tom then i n my mind he clearly 

can allow d1r ect1onal dr1ll1ng from that point forward 

and wP've Datlsfled 1:he law -- we' ve satisfied the 

rPCJUlut 1on and we ' ve fulfilled tlle legislative intent 

wnt::h "~<taG to protect t.hat guy mining in an upper coal 

s eam. rne cere fact that t he rags don't s a y t hat he can 

p€-t mt•. d 1rect1onal dr t lling a l s o don' t say that he 

can't. 1 t blnk that needs t o be the i s sue the Board 
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needs t o - - ~t has to clearly be done on a case by case 

ba•n.s and I understand the dilemma the Board' s in. But I 

3 don 't th l nk by rullng on thlS applicat i on today you 're 

4 giv1ng ca1·t blank approval f or direct ional drilli nq in 

5 the State of Vi r gl nia. I think that bas to b e retained 

6 on a well by well basis . 

7 HR. EVANS: You' r e not making that application to us today. 

8 You' n~ d&l-ang f or the power to be vested to a llow 

9 additlona l walls spaced closer than 300 feet from a 

10 boundary and from addi t: lonal \.Je lls and it ' s no t on a case 

11 by case bas1s. 

12 MR. ALBERT: But t he perml t:s are on a case by case basis. We 

13 can • t dri ll the well t ill we have a permit froet Tom . 

14 MR. MASON: I sn • t 1 t uue that we actually a_pprove this 

15 appl1cat1on w~ haven't real ly approved directlonal 

16 drilllnq. That's a part of the permi.t.t:ing process . i s it 

17 not? All w~·re ~ay1ng is we're basically going to waive 

18 the 3 00 (oot spc1c1n~ requirement and give the Inspector 

19 the rlght. to wdlVO the 300 f oot boundary. That' s all 

20 th~y· ve a&kPd for i n thlS. 

21 M~ A~BE?7: TU1t.'~ riqht. The appl i cation says noth~ng t:o 

~ d~rcccional dri l l lng . 

23 H:. R.:GGS · H. seeos to me tha t you have to have some stand-

24 •n·tl'- b\lllr 1 11 or gome fl ndings that i n cnr tain c ircum-

25 H :ancils and put Lhe pa.rametol s of what those cu:Cium-
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atanc~t! .sre . 

2 HR. HASOII · I : h : nk the bl ggest one is the fact t hat none of 

3 111~~~ holes w111 vary out of one unit from top and 

4 bottom. : th1 nl<. that's an essential thing . Don' t you? 

5 HR. CHAI RMAN: Y~s. 

a HS. RIGGS: The th1ngs I j otted down were get the permit or 

7 ,mthon::a t ton for the VVH f rom the chief from a mine 

8 s afe t y po int of you and DH . I don't llnow how you want to 

o recolv~ that: i s sue. Whet her it's an internal coordina-

10 tton ~r s1qn off or whether you're talking about VVH and 

11 convt>n ; : on over . Then you tallled about t h(' bot: tom of the 

12 ho 1<! and th<:! top of t.he l1ole be1ng w1 thin the same unit. 

13 MR MASON The fact that t here' s not but one percent devia-

14 tlon untl l you reach the end o f the minable coal -- isn't 

15 : ~at t h<' o th@r ones? 

16 'iR. Ct'AI R~AN : We i.l. that •s covered . 

17 HR <"VAHS. unc-ontrolled territory is t ha t. one per cent . 

18 1 RIGGS 7hat lt 's wtthln the qob product i on only, know 

19 wh..-!·e • liP. bot·e w111 end up , m1ne s afety takes priority . 

20 ,'\nd t ht> othl"t urlf' that. I jotted down was tho OHt.R . 

21 

22 

23 

2.& 

25 

cool :l :..n 1t1ng \~ 1 th DMLR on whatever pe.rm1 t requ1rements. 

HI Mi\.111: • I don' t. und·•rs tand tlntt. t ( t hi£1 16 a CBH well 

Wil Y ~1 e tn~v invol vPd 111 iL a t all ? 

Mil. Clll\1 R~IJ\N: Who' fl tbey? 

~r . ~ASON: W~ll, 01 v1a1on of HiOQG . 
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HR. CHAIRMAN: :..et me toke t:hem one at 11 time. AnY disturb-

2 a nce on tlw sm·face of a permitted area comes under t:he 

3 authorltY o ! OMLR. Like I s aid , it:'s not: easy . You quys 

4 know we go through -- some wa y to p ick that up. That's 

5 why I JUSt ~dn't want to lead people thi~~g we11, 

8 we 've tl!<Od everythlnQ wi th one s wift blow. l.t woul d be 

7 great 1 f we could . But: they have that j urisdiction. 

8 t ~·s d i s turbance. 

9 HR. MASON : But ~ f you go to drill a CBM well -- t:hey come i n , 

10 we p~rQlt i t. Do ~leY have to go to the Division of 

" Htnes t o get a permit? 

12 MR. CHAIR~: No. 

13 MR. MASON : DO they have to go to DH~R? 

14 MR. CHATR!-IAN : ! t depends. If it's on a conl mine permi tted 

15 .:l'r€-a. yes. 

16 HR. ~.AS.:'N: so t hat • s the c r iteris, whether the well is in an 

17 

18 

19 

20 

21 

22 

23 

2<1 

25 

atPa that's per~~tted (or m~ning? 

H"h. CHAl R.".AN : T .l at.'s one of them. You have to take each 

d 'I 1(111 that'E< what I wo~> say1.og. we don't have any 

f'"'ers over these others under l aw. 

1-8. '·1!\SCN. ~·e 11. I underst.ond t hat. Ther e • s qo t to be 

ll"OJllr· .a\• Q\'l t.t~ng CB~ pE?rmitR all the time and t:he 

qu~&tlon 1s what decldes? I gues s wh a t I don't under

,.t,m \ !!l why wh(lthor o r not ~·ou have t o get a DivisiN\ o£ 

,.41 U•' p<>rmtt or o DHt.R pernut 10 d r iven by whether or not 
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you wa1ve ~h~s 300 f oot restr~ction . I can't connect 

2 t hose t wo up. 

3 HR. EVANS: I aqree. That shouldn ' t be a problem. 

4 KR. MASON: I haven' t been able to get that together somehow. 

5 MR. CHAIRMAN: 300 foo t doesn' t 

6 MS. HcCLANNAHAN: Those t wo things aren't connected. 

7 MR . HORGAN : The onl y way it ties together, Bi ll, is 1f we try 

8 to go the WH r oute f1rst and then convert to a CBM. 

9 Then Harry rPqul res t hat we have the DHLR permit before 

10 we get t he WH permit before can drill the well before we 

11 can get the CBK and lt's next year and I 'm back . 

12 MR. MASON: WhY do you want to permit the well as a VVH first? 

13 HR. !~ORGAN: I don' t . 

14 HR. EVANS: He doe t:: n • t. . 

15 HR . CHAIR.'"!AN : What he 1s wanting to do is to permit the we l l 

16 <1 6 a CBH 

17 :-~~. EVAl~S: Which is what 1 t' s go1ng to be . 

18 HR. CHA!PHAN: or permit the ventilation as a CBM to start 

19 wnh . dril l lt whe re h eo wants to, 300 ahead or however he 

20 

21 

23 

n~eds t o do tha t where he's m1ning ahead of the other 
~ 

wel1 , rm d t o hope f ul l y no t have to do all t he other 

not1f1ca~ions and be t~ed up into everything with DH and 

DMLn. 'rhat 's the bottom line. And r •m j ust saying 

24 that 's a web r don't know the answer to and I'm not at 

25 1111 conv.wcecl thlll does all that . nut I don't want. to 
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bog thts application down on ~at. I just wanted to 

2 clarlfY that part of it . 

3 HR. MASON: But the criteria , i s it not, whether it' s a VVH 

4 or a CBH 1s whether you produce the gas or vent it, 

5 cor rect? 

8 HR. CHAIRMAN : Well , it 's not that simple. It' s not that 

7 simply s t ated . 

8 MR . MASON: we use to ob)ect all the t i me to the fact that 

9 t here were pe r m1 t s i s s ued f o r VVHs that no one ever had 

10 any intent to treat as a VVH t o convert t o a CBH to get 

11 around the not if ication on the permitti ng of the CBH. 

12 Now we're talking about going in t he opposite direct~on 

13 and I'm confused . 

14 MR. HORGAN: My wr1st 1s s til l burning on that one. 

15 HR. FULMER: !f consol wants to dril l a hole which is 300 foot 

16 

17 

18 

the only way he can do 1t lS qo qet a vertical v~nttla

tlon hole permi t from Bar ry . He can 't do it under mine . 

HR. CHAIRMAN: What they're trytng t o do i s 

10 ~k FULMER · I understand t ha t. 

~ ~R. ALBER> : And that's all we 're asking for i n this applica-

21 t-on. stmply put, that 's it . so t hat we don't have to 

22 110 qe t ,, VVH pernl t and then vent th t> gas . You oan' t 

23 ••ven <·on vert becauoe Tom can • t al lc-w thnt. 

24 Hi'. CHAIRMAN: 1 llDS jUSt tt·ying to get i n t o the heart Of 1t 

::15 h<.'rt• • 
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~~ . MASON: Bu~ ~hey are goLng to produce the qas and not 

2 going t o vent i t. 

3 HR . FULMER: The quest~on is to whether allow direct1ona~ 

4 dr1lltng under t he 01 1 and gas law. 

5 HS. HcCLANNAHAN : No. 

6 HR. MASON: This application doesn 't even mention that. 

7 HR . FULMER : I lmoH it doesn' t menti on it but --

8 HR. ALBERT : That's totally a side 1ssue here. All we 're 

9 slmply asking for is that we be able to permi~ a well 

10 wn lnn 300 fee t of any other well or wi thin 300 of tile 

11 bounda~ l1ne. The fact that lt may need to be direct-

12 i onal drilled can only be addressed at the time the 

13 perm1t is got and then it needs to be addressed on a case 

14 by case basis. 

15 MS. HcCLANNAHAN: The requlatlons and the statutes in place 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

with regat·d ~o whether a permit application can be 

grant ed dependant on how l t's drilled are there and we're 

not a~ktng to change those. What we aro asking to change 

, r thcH a pet·mi t application be approved to be drilled 

c- l oser ::han 300 fee t to a un1~ boundary or closer than 

JOO f e>~t t:o another well or in the a l tet·natlve that 1 f a 

VVH ~ab b~en drilled th a t we be allowed to convert that 

... nd prouuct> 1t even though lt's closer than JOO feet to 

angt~er well or 300 fee~ to a boundn~r . 

t~'l. LHAIRt-!AU: And n» lonq as they ' re 1n compliance wi th OM 
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1 

2 

and OHLR and we can work that out internally or whatever 

1t does, personally I think that the Board needs to 

3 st i pu l ate t hat because I don't think doing i t any other 

4 way qatG you anywhere. 

5 HR . MASON: We don ' t presume to tell them what to do anyway , 

8 do we? 

7 HR . CHAI~I : No. I' m trying to address -- I really alm 

a al though i t may uot sound like it. I'm trying to address 

9 the problem that they're having . And I think that if we 

10 s t ipulate tha t. 1t be 1n compl:1ance with t hese o the1· laws 

11 that Tom can t r y to work out -- that you can apply there 

12 and '~hat:ever you do -- see , t:he thing ifl if you' rc 

13 

14 

15 

mi ssing not1ce r equirenents or any other thing under 

thooe laws then we ' ve got: another hurdle somewhere else 

t ha t we haven't t~en care of . You want to do it through 

16 one d1v1s1on onP =1me . 

17 HS. HcC~~NAHAN: Only t hose t hat are drilled in ttially. 

18 Hl. CHAI R!>'.AN: RJ.ght. 

19 ~R. HASON. I have a suggest ion. Why don't you make a motion 

20 <>n what we oughc to do with this. 

21 HP . ALBERT· Let ~e J UR t s ay one more thl nQ. Claude and 

22 mytH .. ll. wr 1u t a h.:1ve been bm·n lno lu~re fo1.· about tho past 

23 Y"•U. The on ly VVHs we h11ve permitted have been those~ 

24 t h11t w~r9 wtth ln 300 f oot o( a boundary or 300 font of 

25 11not.no r Wl' 11. we havC> no t: permitted onotheL· single VVll 

na 
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2 correc~ me if I' m wrong, Les - - since a year ago when 

3 
we were admonished f or doing that. It would appear to me 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

ZJ 

24 

25 

now t hat ~he Board is a l most tell i ng us t o go back to 

what we we re told not t o do about a year ago . 

HR. EVANS: That's not what we' r e s ayi ng at all, I don ' t 

tlunk. I t hlnk we ' re trying t o fiqure out a way to allow 

you t.o do wha t you want to do . 

HR . ALBERT: Haybe i f we can get this application passed then 

we Houl d -- I wouldn 't never say never -- put tbe chances 

o f us needlng to permit a well as a VVb would be kind of 

slim t o none . Tb<>re •.~ ay be some s pec1al ized case out 

t he re where we would have to, but right off the top of my 
he:ad I can't t.h1nk o [ it. I t.hinlt we could permit 

ever ything as a CBH, be able t o produce it, and then we 

agaln address the s ituation '~hether it needs to be 

dev1a t erl from vert ica l or no t i n a controlled manner on a 

case by cas e basls wi th Tom when the well permit is 

issued. 

HR CHAIRI-IAN : And 1n al l cases none of thos e would be 

charqed, ~tcete ra. 

H'l. 1\l.BERT: 

HR. r<JLHI:R: I wa nt t o i nterj ec'C one more thinq her e because 

I'm qet t1 ng to be ~he point of all these . In the cases 

t.h<1l have happi'nocl \4hcn t he hC\lc has been dev taced thl\ 

Boaul has Ret up th£> unlt and tile Board hns ft llowed 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

dev1at~on t o occur in the unit . That's been i n t he Board 

order. 

MR. MASON : You mean the reference to d.eviation? 

HR. FULMER: Yes. To dev i ate but not to drill off 3 00 f oot. 

MR. MASON: He s a id 4 0 t o 50. I don't know -- " 

HR. HcCLANNAHAN: Mr . FUl~er, are you sayinq the Board has 

pr ev1ously done ~his or are you s aying the effect of this 

application 1s that? 

MR. FU~~ER: No . When you go back to where the bottom o f tne 

bore hole c an be and whe r e the top location is, as l ong 

as lt s t ays wi thl n the unit a certa in dis tanc e from the 

boundary lt ' s okay . They' ve ruled that previously. 

That 's all I' m saying as f ar a s deviation goes • 

14 MR. CHK&.RHAN : we have a 11\0tion to approve the applica tion. 

15 MR. ~~SON: second . 

16 MR. CHAIRMAN: Motion and second. FUrther discussion? All 

17 1n favor siqn1fy by say1ng yes. (HOST AFFIRM .) opposed 

18 s ay no . 1 ONE DENIES.) The motion carnes. 

19 

20 

21 

22 

23 

24 

25 

n o 
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I TBH XIII 

2 

3 MR. CHAIRMAN : The nex t: ~t:em on tbe agenda i s a peti t:ion from 

4 Pocahontas Gas Pa rtnershiP under s ection 45.1-361 . 20 for 

S mod~f.lcat1on of a previ ous l y issued Board order , VGOB-

6 9 2/0 2/21 - 0 180 . Thi s 1s docket: number VGOB-93/06/22-0385. 

7 we • d ask a ll t:he part i e s chat wi s h to address tl1e Board 

a in t hls mat~er to come forward at t h i s t 1me. 

9 MS. McCLANNAHAN: El lzahe t:h McClannahan f o r Pocahontas Gas 

10 Partner s hlp. 

11 ~~ . CHA!RMAN: The record will show there are no o the rs . You 

12 may p"oceed. 

13 HS. HcCLANNAHAH: Does the Board wis h for me t o give an 

14 open i ng statenent on this or is 1t enough f o r me t o 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

eKplal n t har. t.he soutb longwal l 5 t hrough 12 i s also an 

exceptlon t o t he Oa kwood I Board approved panel units 

that wer e done on November 19, 1991 j us t liKe the 

northeast: lonqwall 1 t h r ough 10. 

HR. CHAIRMAN: There are no changes t o your request of r e l i ef? 

The same isnues, JUSt d i f f e r ent --

:~s ~c-ct.ANNAHAN: same 1ssue, d i f f e ren t orde r , di ff e rent 

untts. 

H ' . Ch~TRMAN: Okay. I t h1nk t ha t ' s suf fic ient . call your 

(J rs t.. "f l tnr>~>G. 

25 HS. Hc-CLMINAHAN : Lea Axr .1 ngt an • 
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6 
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6 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

HR . c HAIRMAN : Here agaJ.n we'll jus t r emind the witnesses 

they're under oatb and we will accept their qualifica-

tJ.ons as presen~ed. 

' LESLIE R. ARRINGTON 

d w1tneu s who, af ter having been previously sworn , was 

exa.mtned aotl test1 fied as follows: 

DIRECT EXAMINATION 

BY HS. HcCLA!iNARAN: 

Q. Hr. Arr1ng~on, s 1nce the development of the mine began 

A. 

Q. 

A. 

n 

A. 

how cuch of the r.oal estate is controlled by PGP in the 

south lonqwall 5 t hrough 12 units? 

Do you want l t ~nd1Vldually? 

Vt>S, 

okay . s outh lonqwal l 5 we control 97. 464 percent of the 

Pocahont as =3 seam and 10 percent of the coal below 

dra1noqe less the P3. 

I n t he st:<th? 

q6.12 percent of the Pocahontas •3 seam and 100 percent 

ot oll t~oal belo\~ dnnnac;~e less the P3 . south lonqwall 7 

98.q6 percent of the Pocahontas a3 seam and 95.4 3 paroent 

ot .Jll coal below drni naQt> less thE' P3 s cam. In santh 

lonqwall B we control q6,07 percont of the pocallont~s •3 
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5 

6 

7 

6 

9 

10 

'11 

12 

13 • 14 

15 

10 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

and 99.768 percen~ of all coal b elow drainage less the P3 

seam. south l ongwall 9 we control 96.03 percent of the 

Pocahon~as : 3 seam and 91.15 percent of all coal below 

drainage less t he P3 seam. In south lonqw4ll 10 we 

control 96.079 percen~ of the P3 seam and 95.234 percent 

of dll coal below drainage less the P3 seam. rn south 

longwall 11 we control 96.108 percent of the Pocahontas 

=3 seam nnd 96 . 353 percent of all coal below drainage 

less Lho P3 seam. south longwall 12 we control 96. 101 

percent ot the P3 seam and 91.-999 per cent of all coal 

below drainage les s the P3 seam. 

What percentage of the oil and qas ~s cont r olled by PGP 

as a t otal 10 south longwal l 5 through 12 units? 

We control 100 percent of t he south lonqwall 5 through 10 

units and - -

Walt a minut~. That' s not true of o1l and gas, is it? 

tlo. Rlght here it is . The next one. Okay . we control 

78.817 percent of t he oil and gas. 

And coalbed me t hane gas? 

98 .935 per cent. 

Havl· these ownershir• control pe rcentages changed since 

the date thnt you f1l~d the appl1cat1on? 

Yes , they have. 

~o Exhlb1t 4 &~ we' ve previously submitted it to the 

Boa rd will nP.od t o ref I ect t he chanoaa as you've just 
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1 

2 A. 

3 Q . 

!nd1cated ::hem? 

Yes, i t will. 

W1ll each of t he t ract& in t he unit participate based on 

4 mi naral acres as r eflec ted on the surface? . 

5 A. 

6 Q . 

Yes. they wi ll . 

Do the plat and acr eage totals on the exhib.its reflect 

7 the r elat1ve contribution t hat each tract is expected to 

8 make t o each of the south lonqwall panel unit production? 

9 A. 

10 Q . 

11 A. 

Yes. 

Who are the owners of t be coal below the Tiller seam? 

Hue McRae Land Trust, consolidation coal Company ; Yukon 

12 Pocahont as , Sayers Pocahontas, Buchanan Coal , Georgia-

13 

14 

15 Q . 

16 A . 

17 Q. 

Pacii1c , Coal Mountain Hl.Oing , the t.ucy D. Wade heirs , 

commonwealth of Vi rgi ni a , and the HUrt McQuire hei r s. 

Thes e are also your coal lessor s, is that correct ? 

Yes . 

Pl ease i denti fy the exh1b1t marked f or 1dentification as 

18 Exlu.o1t 2? 

19 A . That was our hearing notice. 

~ HS. McCLANNAHAN : Hr . Chairman . I move the introduction of 

21 t:x.hibi t 2. 

22 MR . CHAIRMAN : It's accepted. 

23 o . (Ms . McClannahan concinuen.l Was this notice of bea~1no 

24 mailed to the parties conta ined i n the application? 

25 ,, • Vr>s , i t was by cert ified mail, return rece.ipt requeatet\ , 
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Q. Are copies of those r eturn r eceipts ~t Exhibit 3 ? 

2 A. Yes. 

3 HS. Hc:CLANNAHAN : Kr. Chairman, I move the introduction of 

4 EXhlblt J . 

5 HR . CHAIRMAN : It 's accepted . 
• 

6 Q . (Ms. McClannaban continues.) How were t be persons whose 

7 names and/or addresses l ist ed as unknown notified? 

8 A . We publ1shed i t i n t he Bluefield Daily Telegraph on Hay 

9 22nd. 

10 Q. Hav~ those proof s of publication previously been sub-

11 mitted to t he Board? 

12 A. Yes, t.hey have . 

13 MS. HcCLANNAHAN: Those are a l l the questions I have for Hr . 

14 A>r1ngton. 

15 HR. CHAIRMAN : Quest. ions, member s of the Board? 

16 
(Witness stands aside.) 

17 MF. CHAIRMA!J: Call your ne>:t witness . 

18 HS. ~c:Cw~~AHAN : Mr. Claude Horgan. 

19 

20 

21 CLAUDE HORGAN 
22 

1 w .tne~s who, aEter having been pr eviously swon1 , was 
23 ~xao.ned ~nd test1f1ed as f ol lows : 

24 

25 
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DI RECT EXAMll~.ATION 

2 

3 BY HS . HcCLANNAHAN : 

4 

5 

6 

Q. 

A. 

Mr. Mo!·qan, coul d you please i.den~ify wha~ has been 

marked fot' ident.lfl ca~l.on a s Exhibi t 6? 

T!la t'!' a map show1.nq longwal l un1.t s SLW S thr ough 12 

7 along Wlth the loca t l.on of holes t hat wer e approved 

8 shown 1n red that wer e approved when t he uni~s wer e 

9 f ormea as wel l as holes that have been perml.t~ed and/or 

tO dri lled s l.nce tha t t1.me s hown i n ye l low. 

11 Q. 

12 

13 

14 

15 A. 

16 Q 

The red dots l.ndica ting Board approved wells were 

actually :he m1n1mum number of wells that were approved 

at th6 time thts appltca t l.on was gr anted , is that 

corr ect? 

Tha-:: ts correct. 

And all -::he wells -::hat are s hown w1.th yel l ow dots are 

17 e1.-::her drl.lled or permltted i n compl1.ance witil tite 

18 

19 

20 A 

2 1 0 

22 

23 A. 

requtrenentc of the Boar d order entered November 19th, 

1991? 

'i'na-. s correct.. 

wna · w~ll spac:nq ts presenLly requl. r ed by that order 

that was entered on Novembe r 19t h , 1991? 

A mlntmurr of JOO foot, u 300 foot s et b ack f rom unit 

~ boundar ies. 

25 r And thl' llppltcotion that you submi t ted t:o t he Boa r d t oday 

:1!16 
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2 

3 

4 

5 

A. 

Q. 

A. 

requea~s that a change be made in ~his particular 

requ~re~ent, is tha~ correc t? 

That l.S righ~. 

could you please explain that change? 

we as k that the 300 foot minimum spacing be del eted froa 

6 t:he orde r and t hat t:he Inspector be able t o c;~ran~ well 

7 

8 Q. 

9 

peroi t s closer than 300 feet t o the unit boundary. 

Are all of t he wells t:hat are shown with red dots, the 

wells shown Wltb ye llow dots , and any additional wells 

10 that would be drilled i n here pursuant to this pa~ticular 

11 appl lcat:J.on produc1ng on a panel basis from the same pool 

12 as t:hose orlgi nally approved by t he Board? 

13 A. 

14 

15 

16 Q. 

They will all be pr oducing on a panel basis. Not all of 

t:her,e are dr1lled and not all of t hem that are drilled 

have been connected. 

Ana Lhose that have been dril led also produce on a panel 

17 basis froo that sane pool? 

16 

19 

A. 

Q 

Ye-s. 

could you pl~ase 1denufy the exhibit that ' s beeon marked 

~ as Exhibit 7? 

21 A. 

22 

23 

24 

25 

Tn1s lR example and i t't' the same format I discussed i n 

:.he NE LW units appllcat.ion s howing a typical lonqwall 

panel wu-.h six wells t hat woul d ordinariLy be permitted 

tlnlle-d on obout a 600 f oot spi\ct.ng . I t also shows two 

ulret·nnte hol e s as 1-A and 3- A wh1ch illustrates examples 



• 

• 

• 

2 

3 

4 Q. 

of holes ~hat we have had to drill in t he past closer 

than 300 Coot to existing wells and t herefo r e not been 

able to produce the gas from those wells. 

I f t his appl~cat ~on were approved would t he additional 

5 gas t hat' s produced f r om those wells desiqnated as 1-A 

6 and 3-A on Exhlblt 7 he i ncreased? 

7 A. 

8 Q. 

9 

There wculd be an 1ncreased production to tbe un1t . 

would this 1ncr<>ase 1n production be paid to the royalty 

owners on the same basjs as the1r ownership percentages 

10 have bo2en s hown? 

u A. Yes. 

12 Q . 

13 

14 

15 ;., • 

10 Q. 

What ts currently being done w~th the coalhed methane gas 

that 1s be J.ng pr oduced by wells t .hat a re closer tban 300 

feet to ot her wells wi thin any of these uni t s? 

I t 1 s von tt~d. 

Wlll t he drd1n1ng of this unit modification application 

11 resu l t in addit lonal r evenues to ~he Commonweal th? 

18 A. 

19 tJ 

20 A. 

21 

Yes, _t. w111. 

Ir. wh.:~t Corm? 

I n fo"~ oC a severance t ax on gas that would have t o be 

vent~d 1£ not for th~ eltminat ion of t he 300 foot 

sp,;c1:1g . 22 

23 

24 

MS. HCCLAIJNAHJ\N: Thvse are all t he questions I have for Hr. 

MOJql\n. 

25 HR. CHJ.:>' :-tAN : Quest1ons, members of the Board? ( Pause . ) 

238 



• Will do descr1be wha~ you woul d do witn thes e wells when 

2 you plug ~hem? 

3 MR. HORGAN : When we plug ~hese particular wells? 

4 HR . CHAIRMAN: Yes, s ir. 

5 MR. MORGAH : Tltey'll be plugged under t he same standards as 

6 any other gas well. 

7 HR . MASON: If , 1n fact, any of these wells deviate off does 

8 it make it more di ff icult t o plug them? 

9 HR. HORGAN: No. 

10 HR. HASON: The t~chnoloqy exists to do that at a safe and --

11 HR. HORGAN: Yes . 

12 HR. FULMER: <t's no probl em. It's a liquid plug. 

• 13 KR. CHAIRMAn: Where is the plug going to be? How far is the 

14 plug going to go? I'm ~ryinq to address some concerns up 

15 here. If you complete open bole and you set your water 
' < 

16 protect1on stream whe r e is your plug going to end? 

17 liR. HORGAN : The plug 1dll be well below that protect ion 

18 stream. No1.,, that's going t o depend on as with any of 

19 the other holes or any o f the gas wells it's going t o 

20 depend on the int.egr.ttY of ~he hole and how far you can 

~ g Pt 1nt o the hole to aet a plug . But I think at a 

22 ninJ.:l'IUiil it has t o be 200 feat below the protection 

23 

24 HR. CHJ' :O: RHAN: Wh1oh put.s you 500 feet down . 

25 HR . ruLMER: w., always requ.tre pluggi ng. Wh~n we require 

• 



• 

• 

• 

2 

3 

plugg!ng t ney have to case so many feet outside the 

botto~ cas1ng and into the caoing. so that casing is 

l e ft. You cannot pull that cas1nq. so t.hat cuts off 

4 your bo:tom hole from your -- now, if you're talk i ng 

5 about mult.iple zones 1n a we~l then there's a different 

6 casing procedure where you have to cement or plug in 

7 bet.ween t he dl!!erent. producing zones. But you always 

8 have t o separate that. from the water zone. 

9 HR. CHAIRMAN : Well, t here's no black board in here . I think 

10 some concernn are that if we have the t ypical steep slope 

11 mlning scenar1o and we have a well up here on the 

12 

13 

14 

h1lls1de that comes down and then 1t goes 1n here -- it 

wouldn't be that dramatlc but anyway it gets plugged 

about here you still have a possib1l1tY that you would 

15 have gas ~lgrating -- I'm hearing some concerns that gas 

16 cou ld be ~1qrat1ng. You're allowing it, 1n other words, 

17 t o co~e from several hundred feet down or several 

18 t.housand fe.:t down up to a higher level and now may 

19 pn~E;Pnt other problems. What measures do you tue to 

20 :nsur"' th£- i ntegrity of protoct lng the qas from migrati ng 

21 t o tnP htqher levels. 

22 oiil EVA.'4S . AI t.et· production h<18 ceased? 

23 Mil CHA:;: RMAN : Right . 

24 l"r'. F.VMl!' Upon abnndonmont of t he well? 

25 ••q . CHAI RMAN , Rlght. Which tho only thing you do is -- t:he 



• 

• 

• 

2 

3 

4 

5 

6 

7 

6 

9 

10 

11 

12 

13 

14 

only WdY you can do that is through the plugging and 

that' s th ·~ Intent of plugging , r1ght? 

HR . FL~~ER: Uh- huh . But the only the gas is going t o mi grate 

!S 1f you have a porouG upper s trata . You l1ave no link. 

If you have a c ase where you have a collapse in roof then 

you have t.o go up to the i ntegrity zone and usually wlten 

you go up to the 1ntegr1ty zone above i t then you set a 

brJdge plug at that i ntegrit y zone and then plug from 

t.here up. You can' t plug in a - -

KR. EVAl~S: Rubble. 

HR. FULMER : -- 1n a rubble . 

HR. HORGAN : I don't see the plugging of this type well any 

dlfferent than any other well that' s there. AnY cracks 

that any gas is golllg to migrate thr ouoh are goinq to be 

15 there regardl ess of whether this t welve and a quarter 

16 1nch hol e 1s down t here. ..... 

17 ~k CHAIRMAN : Othe = questions? 

18 ,of". Mc GLonr .. rN : Mr . Morqan , f rotl sur face level t o t he c:onl 

19 

20 

21 

22 

23 

24 

25 

P •a:n when you dr1.l l your ~o~ell what ' s the directlon on - 

wh nt' 6 t he angle that you 're qoinq t o dril l that a rea? 

rxp_uln that technology A ll.ttle blt more to me. 

M" . MOP~NI : we are trnvel l ng aomethlnq l1.ke - - i t wlll vary 

anp~ nd 1n~ 0 11 how f~r we dev1ato 1t. nuL let's oay 1L w~ 

d~v1 o t~ 1t l OO f~et ~ven, you're do1n0 that over a 

t1 t1 • ·~nee .:> ( llbout 1, 300 or 1 , -lOO !oet • 



• 

• 

• 

HR. McGLOTHLIN: Do you start f rom the beginn i ng of the hole 

2 on a direction or do you go down s o far and then shoot on 

3 ~ d1rect1on or 

4 HR. MORGAN : As we were talking, we wi ll go vertically at 

5 leas t through the lowest coa l seam to be m1ued and whe r e 

6 we set our casings. we will go vertical for setting on 

7 t he cas1ng because 1f you don't l.t ~et.s a little tough to 

a set the c as1ng. so you 're vertical for that part of i t . 

9 Shortly a fter you set t he c a s ing you s tart trl.mml.nQ --

10 HR . McGLOTHLIN: What are we talking about in f oot? Give me 

11 JUSt a scenario. 

12 HR. HORC~J: well, then you wi ll need to travel maybe a s much 

13 as 300 feet 1n 1. ~ 00 fee t . 

14 HR. KcGL07HLIN: so you 're going to go down 300 feet -- you: re 

IS qo1nq to c a s e t.he well JOO fee t or below the water zone . 

16 HR HORG~~· Yes , at l east that deep . 

17 l"'iL HcGLOlHLIN: .c.nd the n we're going to go on a directional 

18 t. r ot then•. And w L th the r.opogr\lphy ll.ke 1 t i s do you 

19 

20 

21 

22 

23 

24 

25 

PV<> t rrt·e seo:> a n area Wilere you drill here you start 

htre and you're headtng to my le(t, you go down 300 feet 

.. md tnen you s tart your direction, and Hr . Mason has a 

11 •u&c ne re and he drills a well I know it 's a very 

S.lr.l pusslb tllt.y o f h.un hltting tha t 

t ~ . HORC~~. we h av~ to case bel ow any wate r producJ no : ones. 

::; ~,.! he'll drilling ~ wate r well t hat deep ha 'n not 

J4J 



• 

• 

• 

ge tt111g any water anyhow. 

2 M"R. HcGL07HLIN: Well, 1 f we go to Buchanan County and --

3 there' s no wat er -- we can go 900 to 1,000 feet without 

4 f lnding any water. so are you goi ng t o case down to 900 

5 fee t or l,OOo fee t? 

6 HR . HORGAN : We have to protect the lower most water producing 

7 zone. That's part of the casing requirements . 

8 MR. HcGLOTHL !N : One other thing. The deviation on a vertical 

9 hole 1s l percent. What' s the deviatl.on oo a directional 

10 hole? 

11 MR . HORGAN: That wil l vary depending on how far you are able 

12 to kick t he hole. L!ke I said, probably --

13 MR. HcGLOTHLIN: More o r less than one percent.? 

14 XR. XORGAN: It would be more than ooe percent. 

15 HR. CHAiRMAN : Other questions? Hot.ion? 

16 MR . SVANS: Hr . Chairman. I move that we approve the peti tion 

17 os submitted. 

18 o'IR. HASON: Second . 

19 HR . CHAI RHAH: A motion and second. FUrther discussion? All 

20 ln f avor Gl•mHy by sayl.nq yes. I SOME AFFIRM.) Opposed 

21 say no. CONE DENIES.) The motion cnrries. 

22 

23 

24 

25 

(End of Proceedings for 
June :!2, 1993.) 
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