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consider an application to
5

regard

J*r"

t. docket number VGOB-93/02/16-0335, 1n

erest eld by Michael C. Robinette ana Shell

Te M5, Higcs nas prepared an application :
of funds anc presented i1t to the Board.

sandra, Qo ¥y ave anything you would like to say?
RIGGS I think the letter 18 pretty selt explanatory.
'Ne Robinettes were oricginally listed as un=-locatables,
sunDsequentiy contacted the ofiice and made their where-
aACcuts J'W1 Al amengoeqd supplemental ordsr was f£iled by
the cperator which left us then in tne position of having
monevys possl1DlyY 1 ESCTOW TOAat '--'."‘-.:..d nave otherwlse Deen
118 ioute jirectly I0is belnc the $irst time that
2 'y2 coneidered an application with withdrawal of funds
X ] Cvisaclie to pur the process before the
HQAara < -d 100K AT Tie applilication ana
rat 2 11 pEroves the orm of the application that
! . -an S5ée used 1in tahe future 1nl1s week I got
. v e S1ml.iar Tto this. S0 this 15 a

AS peoplie are
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r? 00 the Zoard members
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bring each and every one
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needed to come To us

Né eSCrow account.

one more coming up.
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nc that's way we would like just to develop a
-nAT 1T'sS consistent 1n every sSituation and we

ave to reinvent the will each time and the

racters sort of kacow what the process woulc be so that
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there's a process where the Board then will
throucgh the application because most of these
‘obably be pro se who aren‘t represented by counsel
e2Q asslstance elther through the Board or

the coperator to make this process happen.

r'e sltuyations that are classizied as

L

JEuallyY That's tThe case Decause under the starute

OWwn O un-locatable 1s deemed Tto leased. That's

re

U
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. wWou.d still like To have them come back before
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int I wou.a acree at least for the time belng,
10W, See how 1t's golng o work.

e@é whar 1 any. preblems might develop. On the
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neé T 68 NAard to paxke a declslon on or foreseelng

ng tnat can come up. 50 letT's get a few of
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*Oor a administracive

pactier o

O maKke 4 suggestion as to the

lt's distributed, that there pe a time limit

Agent nas to 1ssue thact

that 1t's kind of open ended

ralls and calls about the check

xeép getilng

andg =-- 2an, . da8Y5 Or whatever the BHoard would
SuUGCesT
ANS 13ays wWithlin 1issuance of the order?
- i 11 that's plenty reasonable IT'E JUsTt a
CTe 12 eS5Crow acent receivincg the order and
e d 18Cs
EVAL iidn't Think that 1t would take that long. but
I1GGS 1 e aon‘t nave to be recorded So they would be
r “asseq -- IST processed throuch for pavment once the
dar 1s S

T Was another gquestion 1 was goling to ask. Do




against the order?

MS. RIGGS: T wouldn't think so because 1t doesn't change

anything in the unit. It merely deals with an interest

= within the unit. The amended supplemental order will

nave already been recorded which would record the change

E“ in the location or the identification of the party. So
that's already taken care of as far as public notice 1s
concerned.
1" [IMR. EVANS: This 15 just a disbursement.

12 |MR. CHAIRMAN: Any other gquestions Or COmments?

EVANS: ! move that we accept this form and the

withdrawal with the stipulation to the

be issued

% 1
eCl Wl.d

thls oraer.

— - -

18 (ha HAIRMAN Morion and a second. Further discussion?

Slﬂﬂli?ag? S4aYylng vYes. {ALL

i

AT LNM. ) ¥ Nno. 19 i1T'S a unanimous




next 1tem on today's agenda 15 a petition

oroduction Company for pooling of a

drilling unit under 45.1-361.22 for unit 0-4 in the

Oakwood Coalbed Mastna 1 : S 1s docket number
acsk the parties that wish Tto

LLer .o come forward at this

I'm Mark Swarts and I'm appearing
applicant and the designated

be Buchanan Production Company and

aASk again, 1s there anyone

ress the Board in this matter?

show there are none. You pay proceed.
ficured out in the
the Beoard. Les and

amount of clean-up work and this

15 the subject of
coled -- in September of
nu=ber VGOB/92/09/15-0257. There was
o the Beoard with regard to this unit in

“heé cocker number at that point was
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When we were here in May of 1993

ioply one change made. You may remember the

‘hurch. Tt turned out not to have a fee

and Norfolk & Southern did. That was the only

i¥

nNat Was cade 1in April. The reason we are

- Or actually collection of reasons are

@ applicaticn at Paragraph 2-J. 1I'm going to
priecly pefore we get started with Les'

1ere are five reasons listed there. As I go

1T would be at Page 2 of the application

the bottom there, J and there are five sub

addition, when Les and I were going throucgh

103 TO prepare Iror tie nearing it came TO

on that we nave one o the same minor children

wWhlch we were here on last

N
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-
[
|
"
1
I

¢ Tthe tracts. We wlll also be asking to
€ Kina oI procedure for elections for that
~lat we nave requested prevaiously in the
dtlon wiich I think was the first one.

lcn I have clven to the Board today 15 a

praer that was entered with regard to

Rins WO Wwas a minor that was in four or five

Ars ago. And we would be regquesting
1AT ThlEs order incorporate that kind of

lcn for the minor who we'll identify in a
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what we're goinc to be talking about today I'll just go
briefly through the reasons which you have listead at
Subparagraph J for you. First of all, there is a revised
plat that has becn filed and you can tell by looking at
rhe revised plat which tracts have been affected because
the new tracts all have a decaimal. The initial plat was
1, 2. 3 and now 1f you look at the revised plat ycu'll

see that there 1258 a 1.2, 1.3, 1.5, 7.1 ang so zorth. So

tae LLCAactis tihat Lave deen revisea aor .o "‘.C;Eﬁ <an be
pretty readadlly ldentliilied as naving tnat decimal or polint
related tTo tnem. We have named as respondents on this

petition, a4s 15 our ordinary practice, all people whose

interest would be atfected by a Board order oa this

\pplication So 1f people have been previously pooled --
ind frankly this 1s true of most of these people -- MOST

b tne people listec in the notice and as respondents

re were, .n fact, previously pooled =-- certa:inly if an
estate was pococlec the estate was pooled although the
peoplie may not have peen 1dentified. So we have named as

réscongents averyone whoss interest would be affected,

fi
o
i

T0at the percentage would change up or down by
¢ revisec plat. In general and if you look at the

legena =t taoe revised plat we have not listed as a

10




respondent Island Creek Coal Company who owns several

ee here and we uave also not listed as
that we have obtained leases from.
was no reason to pool them. But other than that
anyone whose 1nterest would be affected has been named as
a responcent. The second reason we're here is kind of a
generalized reason, but 1t is to identify, notice and
pool neirs who were listed as unknown in the first
application and/or persons for whom we did not have
going to be looking at the
and some similar families
we were here in rFebruary to
Then a wrinkle that's peculiar to this
wnink you've seen before, for some reason or
the tracts, Tract 9.1, the
s owned by lsland Creek Coal Company.
in Tract 9.1 that would be relevant
1ion that would be the rest of the coal
Pocanontas =3 S=2am but below the Tiller seam 1s
Albert ana Shirley Horne. In fact, they own fee
Xception of the Pocahontas =] Seam. There
Provision in this order that would be
escrow of short hole production from the
ean because we would have a conflicting

Island Creek Coal Company which owns the
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claim

be the Hornes
mined into gobe there would no

Decause

be a contlz

a Cob sSi1tuatlion
escrowed and

Albert ana

o
j
M

visa Vi

tne coalbed methane i1n the Pocahontas 2]

claim.

converts from a short hole
funds would not

they could be paid directly to

HoTrne.

T4aere are otaer

have no understanding of why this

were people who owned fee who were i1dentified

interescs

[

wilcln

thing that we need to consider today 1s

clianges

*n the P11 5eanm and the gas and oil owner which would

seam. Once this panel is

longer be a conflicting

seam would be gone at that point. There would no longer

So at that point the order woulc

longer need

That's something peculiar to

units 1n which this will be a

15 the first time you've seen

reason or other in tne

filed with regard to this

needed to be escrowed and this

clean that up as well. I mean, we had to

to deal with every

The next and last i1teR

toward the end, Les and

ivéen TOo you pertains tTo

plan. The mine plan with

wWas 1nltially pooled has




1 -hanged to scme extent and will be implemented sligntly

< differenctly than the zine plan that was presented to the
3 Board when 1t was initially pooled. If you look at
4W Exhibit 8 1t's essentially an affidavic, but 1f you skip
3 to the las:t page wnich i1s in Exhibit (B) you'll see the
6 un:t which 1s outlined in a dark block and then you'll
7 see an X throuch a porticn of the longwall panel -- the
8 norcthern part of Longwall Panel l-Development West.
9 when this was initially pooled by OXY that Xed out
10 portion was included and it was contemplated that it
1 would pe mined. Since the sale o0f Island Creek to Consol
1:! -= I €frankly don't know 1f this chang=2 was under contem-
13 platicn before that occurred. But certainly since that
Ll sales occurrecd the mines plan with regard to this panel
!
‘5I has chanrged and the very northern portion will not be
16 | mined. Wnhen we were here =- just to give you some sense
‘5! 0 wWhere tais 15 h=ading so you can be thinking about 1it
T“} i then we'll come back to 1t. When the Oakwood II
T“i 1eld Rules were developed there was a concern that we
IEE spent a falr emount talking about. What do you do in
E'“ stacliishing tield rules to entertain the pessibility or,
?f! 1n fact. the likelihood that mine plans will change from
2 || Time TO time? When the field rules ware adopted there
24 | WAaE regqulirerment == wéll, there was a formula set forth
Ehﬂ Wit regard to tne Oakwood II Field Rules that set forth
1
|

| 13
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forth were

how rovalty was to bpe pald, how costs and so
to be allocated. That order -- the Oakwood II order
required that before an cperator pay royalty or other
payments with regard to production from a unit that the
operator, in fact, fi:le the mine plan that was beling used
to make the calculation. So this Exhibait 8 1s a suggest-
ion that I am making to the Board as to how to handle
changes of pine plans -- and not 1in this particular case
bhecause we're here. We have other reasons to here today.
But to kind of glve you Some Warning, as Sandy was giving
YCU WArning with regard To escrow this morning, in the
future with regard to units that o not regquire a return
trip tc the Beoard because we've got to revise a plat with
regard to ownership or that wea've locatead people and
we've got otner problems 1t would be our desire and
expectation that to follow the terms of the original

ar in Oakwood II and, of course, the orders that have
peen 1ssuecd 1n units under that, we would simply £ile an
atfidavit changing the mine plan which would include the

kind of intformation that you see 1in this affidavit which

[ sried to taylor to this unit so you could get sone
sen £ what wil. De coming down here. And essentially

would get the change of percentage. In cother words,
the percentage ni production or cost f£rom the panel going

to be allccaczed to the unit which is show on Exhibhit A to




. 1 rhe affidavit and then vou get the changed mine plan so
2 there was something of record with the Board and the
E Inspector so that i1f people wanted to understand the
4 calculations of royalty and other payments there wil. be
s |l somethina lodged of record that would readily disclose
€ how that was being done. And the last thing, as I
7 menticned, we need to deal with the interest of a minor
= child. The minor here 1s Carrie Anderson. She was also
S in unit P-4 Tn this particular unit she has an interest
10 in Tracts 6 and 17 whaich are listed in Exhibit B. I need
n to warn you that the bound volume of exhibits that Les
12 gave you this morning has an Amendec Exhabit B in it
13 which 1s bahind tab six I£ you're going to be locking
. 14 |J at Exhibit B you probably need to look at that the
1Ei Exhibit B that 1s the bound volume of exhibits because it
15? amends the one that was filed with the application. But
‘TH those are the collection of reasons why we are here. I'Q
.
‘5? ii1ke to geT tTo Les' testaimony if I might.
9 |lCOURT REPORTER Swears witness.)
20 ||
21 |
E; LESLIE K. ARRINGTON

TR

examined and




. L DIRECT EXAMINATION

Fd

41h. Could you state your nape for us?

3 A Leslie E. Arringron
B I and who do vou work for?
7

10 0. Wwith regard to the notice of hearing and the application

n ané the exhibits that have been £i1led concerning this
12 pocling hearing regarding 0-4 did you prepare all of

13 th

'll
L
iT
a
]
|
F1
h
-
B
L
(2N |

) Yeés, 1 4alaq

15' Did you, :n fact. sign the notice of hearing and the
|

1b | AapplLicATi0on?

17 | yes, I did
I

18 |1, Have you ibmitted and signed an atfidavit of due

13 diligence

?'ﬁ Buc . FrodJdction Company 1s the applicant here, 1is
22 | that correct

% |
e
e |

]
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o
4
L
.
Cis
|
T
W

¥
J
]

iction Company 15 a Virginia general

1 ]

16
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Are the

Operatores,

Yes

Are both ot

.
indalirect

Yes.,

LWO

SUDSsS1

Buchanan Production Appalachian

parcners 1in

inc. Methanery

aAnd Appalachian

ate partners wholely owned

tiiose COIpo

of Consocl, Inc.?

dadl’ 1l€e5

an Procduction Company authorized to do business

= -
geglcnaced

operator already been established by the

unic?

cration

saware cor

opmonwealtns

the DMME and does 1t have a

-
wW1lLl

reguirec by law?

continue to be the

1on Company delegated certain




! authority and responsibilities to Consol, Inc.?

2 A Yes, 1Tt has.

3 D. Behind tab seven in the bound volume of exhibits have you
4 submitted to the Board three documents which disclose

5 that delegation of authority or the selection of Consol.
= Inc. as professional manager and then the further

7

delegation ©of authority by Consol to certain specific

E pecople’

9 s ¥Yes, 1t has

10 {0 . Under that d2legr-ion s Claude Morgan the geaneral

1 managers:

12 | Yes

13 Ana wWilliam Gillenwater 15 the land manager?

14 A Yes.

15| And Randy Albert 1s the regulatory manager?

15 |} e

17 i With recard to the notice of hearing have you listed in

18 that notice of hearaing that was filed and published the
|

13 names ©f all respondents whose interests 1n this unit are

27 sougnt to be affected by thils application?

21 i e we Qid.

22 In the Amended Exhibit B have you listed addresses for

Fal each of tne respondents named in the notice to0 the extent
1

25 [ ag we did
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add any respondents today?

any responaents?

And wno would that be?

June Anderson of the W.M. Anderson heirs. That

e

cerclrili

d mail both a copy of the

stice of hearing as required by
section

11 respondents for whom you had

=55¢

regard to that mail and

g to the Board and to the

=

exnibit you can tell when the

and whether or not the return

date 1t was signed, whether or

whether or not i1t was unclaimed?

cntry with regard to every person ==
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Yes.

-= SC you know thelr status?

Yes, there 1s.

Did you publish the notice with regard to this hearing?

Yes, we dic i1in the Bluefield Daily Telegraph on February

T D) e %
g S

el

9

o

4.

[

Behind tab three or Exhibit 3 in the bound volume there

correct?
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With regard to the i1interest of Buchanan Production
Company here and with regard to the extent of the

rom a review of

[ 1

intaerest sought to be pooled can we tell
a portion of Exhibit A as to what the status of leased
and unleased interest in the unit is?

Yet. yYou can at Exhibirt 4.

In the bound volume?

2 We have 1t 1n the bound volume because 1t's been

' |

28t was to reflect the change with the
JUne Angcerson lease.
> Taeé percentage of interests that need to be pooled

nave gone down slichtly?

What 1 the percent of coal that i1s under lease?
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A.

p
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"

The percentage of coal that's under lease 1S 98.2225.
And the coal interest that would be affected by this
pooling application i1s in what percentage?

O coal 1nterest

That needs t0 be pooledry

1t would be the remainder of that interest.

And the oil and gas interest which needs to be pooled 15
roughly wnat?

49.1725%

So roughly half has been leased and half needs to be
cooled?

Yes

MCGLOTHLIN Mr. Arrington, o your Exhibit A, Page 2, oa
the coal znter=ast to be poolec you have 4.1195 percent?

WITNESS yes. ©On scmeé oI the tracts we have a coal lease
only We do not have a coalbed methane lease from the
~0a. owner

MCGLOTHLIN I don't understand. Why the ditfference?
There's alncst a4 tTWo parcentage aifference in your
Testimony and what's on the docurent.

WITHESS rrect Wwe have a coal lease from the coal
wner but we do net have a coalbed methane lease from the
~0alL OwWner
Mr. Swartz continues Are you saying that roughly you
1ave Fercent oI the coalbed methane leased from coal




OWNers wnereas you nave twe percent more of the coal

leased?

Coa. leased.
Obviously 3judging f bit A, Page 2, you have leased
poret f both the coal and oil and gas

correct?

t pavable?

On an annual basis.

poes 1 1Tinu ter production commences or does it

commences anc royalty begins to be

to the Board with regard

to lease under a Board
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Yes,

Joeb
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this O0=4 unit 15 1n the Oakwood Cocalbed Gas Field

t's going to start off as short hole production, 1S

eventually there will be gob preductien?

M

@ arplication there 15 an Exhibit D, correct?
there 15.

that show the unit over the relevant mine plan?

1t D that was 1n the application is the same as the

4 next to my Exhibit 8 with regard to

*.l
it
-
B
b=
a
1
]

1S a line on Exhibit D running from east to wWest

Cc the north ena oI l-Development West. Do you see

AT a dezarkation batween == that indicates that
of that line the coal will not be mined as part of

ct Ye
Exhibit E which 1s the next page in the application




ra

10

n

12

13

14

15

16

13

13

21

L]

give the percentage with

pane.l

1eés, aoes.

regard to 0-4's interest in that

under the revised mine plan?

And what would that percentage be?

7.437 percent.

1T 15.

And you're seeking to produce all coal

percentage has gone down somewhat by reason of

correct?

mine plan,

Acre unitc?

seams below the

Yes, we are.

At least “rom a gob production standpoint?

GOD Yyes

NOow, W1lth regard to the ownershlip of the Pocahontas al
Seam could you tell the Board what the status of the
cwnership o2f the Pocahontas s) Seam and other coal 1s

within unit O=
iorne Bituatlic

W& own the Poc
other coal exc
Jas
e als0 owns t
YEéS

focusing on 1s the Albert

™
58 =

ahontas 23 Seam and Albert Horne hase all
ept the Pocahontas s3 Seam and the oil and
ne o1l and gas?
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o what would your request to the Board be with regard to
how to deal with short hole production and gob production
under the Horne tract which i1s Tract 9.17 In other
words, does thers need to be an escrow provision for some
period of time and then can that change?

A. Yes. There needs to be an &s5Crow provision set up to
where the funds attributable to the short hole production
can be escrowed.

Q- Once short hole producticn ceases and gob production

begins could that escrow situation stop and could Mr.

[}

Horne and his wife be paid directly?

A Yes
Q. And the order should so state?
A Y&s. 1t should.

MR, CHATIAMAN: could vou clarify why that that would change at

nce 1t gces into active gaob, at that point they

ownl the o1l and gas and all coal above the Pocahontas &3

Seanm.
: EVANS: There's no conflicting claim?
' HE WITNESS The Pccancntas 23 Seam 15 gone at that poilnt.
ot SWART: I think he's asring a difterent gquestion.
" M. Swartzs continues.) Do you feel comfortable telling

the Board con behalf of Island Creek that they are not

going to assert a conflicting claim once the P31 Seam 1is

rJ
Lr
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mined?
TNAT 15 tTrue.
1 mean. that's your understanding of thelr poslition?

Uh=-huh.

How many wells are contemplated to be within Unit 0-4 at
this poilnt?

One.

Has a Revlised Exhibit C which 1s a DWE -- a well estimate
-=- bzen prepared?

Yes, 1t has.

And dicd you prepare that?

what are the total estimated costs with regard to Unit

Was the 1nitial estimated cost when this unit was

initially pooled £245,2257

as cone down significantly?

You have also revised panel costs, have you not?

Ancd those are retlected at Exhibitc ¥?

With regard to Unit 0-4 on Exhibit F you simply track the




1 ODWE cogts at the top, correct?

[

2 liA. Correct.

J Q. And then you total the panel cCOBTS?

“HA. Correct

> 1Q. And then there is a proration of those costs based on an
E. acreage basis usincg the percentage from Exhibit E to

v allocate a cost figure to pecople who might want to

e parcicipate in Unit G-4, 1s that correct?

9 |A fes, we have.

10 lig what would be the costs allocated for participation or
n carried i1nterest purposes?

12 {A $63,572.62.

13 iC Obviously those would be less than were originally

14§ contemplated?

15 lla. Yes, 1T was

16 iC For two reasons, one; the estimated costs have declined
‘71 and the interest of this unit in the panel has also?

18 | Yes, 1t has

19%h,_ "HAIRMAN: I have a question. Have all of the changes
EUI that have been nade by the amendments to the various
E‘H exnibits i1n this document that you have presented here
E?] today been reflected in this exhibits 1in Exhibit E in the
Fa | App.ication i1tselt:

?4| : [TNESS Yos fou're talking about the percentage

25 || rhange
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12

13

14

15

16
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WITNESS: Yes. Yes, they are all reflected in those
numbers.

SWARTZ: I don't know what that question meant. So 1I'm
Nnot sure wWhat your answer means.
(Mr. Swartz continues.) If there i1s not an amended
exh:bit -- let me ask you this. If there 1s not an
amended exhibit in the bound collection of exhibits are

you standing by the numbers in the exhibits filed with

the original application?
Yes.
SWARTZ: Is that the guestion, Mr. Chairman?

CHAIRMAN: T0AT was wnat 1 was gettling at.

SWARTZ: 0Qkay.
EVANS: Unless there's something to the contrary in the

nandout tinat you gave us tThlis mRorning, what's in the

application 1is true and correct?

WITNESS: -0rTect.

CHAIRMAN: I understand, Mark. Lawyers like to ask it
thelir way. He understocd i1it. He answered 1it.

SWARTZ Yeah okay

(Mr. Swart continues.)] Just a couple of general
gquestions. 'he plan of development which is disclosed

by the mine p.an and the unit and the well that's

contemplated here, 15 1t i1n your Jjudgement or_ your




opinion a reasonable plan to develop the coalbed methane

within this unit via short hole and active gob produc-

view that the proposed well will contribute o
of correlative rights of the owners of the
d under tnis unlit and lessen the

hoth physical and economlc waste?

in your view a rcasonable estimate of the

encountctered?

Do you have any explanation Zor why your estlimate 1S
roughly $60,000 less than the original estimate?

Yes The - =g a bit of title work i1nvolved in

recormendations with regard to
and the need for escrow for
Could you rerresh the Board's
"now we talked about Carrie Anderson
T vour company had with her family on
Woula you tor the record in this

bring us up to date of where we stand




! with Carrie and her parents?
2 il . Yes. We're still]l waiting on a decision from her parents
3 to the appointment of a guardian.
“ . Has there been at least some expressicn of interest 1n
E] pursuing lease once a guardian is appointed?
6 liA. Yes.
7 would you recommend to the Board that the format for
8 dealing with elections by minor children that's proposed
9y - n Exhibait 9 which was what we used in the Deskins
10 situation be the method that they employ here to deal
n with Carrie Anderson's election rights?
12 i Yes, we dc
‘3'E- in the future, turning to Exhibit B, obviously =-- if we
14 look at Exhibit D to the original application this change
15 that we see here 1n the percentages with regard to Unit
15] )=4& there will be a percenticgs change with regard to
17 Anothner seven unit At least, perhaps another nine unts,
8 rorrect
19 b Correct
|
Eih_ And 1in sorme of those other nine units that will be
?11 st fected by the percentage change are there units where
22 | there 158 nNo reason to come back to the Board but for the
21; fact that there 1s a mine plan change?
Elhn That 15 correct
23 D [§ 1T your intention at this point to file supplemental
.
. 30




' mine plans with the Board and the Gas and 01l Inspector

2 on these other units via an affidavat?

3 lA fes, it is

4lic 1s i1t your understanding that before any operator can pay
3 whether it's rovyalties, whether it's participation

interest or carried 1nterest, a current mine plan must be

=]

1le with both the Board and the Gas and 0il Inspect-

E or?
Slla Yes, 1T 1is
10 would 1t be your recommendation to the Boara that this
1 | procedure to utilize affidavits for filing in advance or
2 payment be something that be used TO aeal with changes 1n
13= mine plan?
“ﬁh Yes, it would
15%: Are there other situations that are coming where you know
|
‘5$ that mine plans are be:ing changed or there 1s a contem-
q*E platicn that they will be chanced beyond just this one
18 | pane.l
|
zﬂﬂ* N
Eﬂh _ would you expect. though, that i1s something that's going
?‘? tC nappen I(rom Lime Tto tTime:
I

nge a pine p.lan

1T does not atfecr the division of

oI The clalmants 1in the unit?

-
.

it
f

i
|
w With recard to the change of mine plan here. when you
|
I
|

I
|
| 31
|i'
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Q. It simply changes the formula whereby productlion 1s
allocated from the panel to the unit, correct?

. That 15 cCorrect.

(R. SWARTZ: That's all I have.

(R. CHAIRMAN: OQuestions, meazbers of the Board?

(R. McGLOTHLIN: Mr. Arrington, has the change in the mine
plan been filed with the Department of Mines, Hinerals

and Energy -- the mining part of that?

ME. SWARTZ: Claude 1s here. I'm not sure you would have to
fi1le this change. I mean, you have a mine plan. Claude,

would you come up here. I'm not sure that this would

i require a change.

CCURT PEPORTER: SWwears witness. )

CLAUDE MORGAN

i

{

i

;L Wlitness whn after having been Auly sworn, was examined and
Festified follow:

|

|

|

l — - E

| IRECT EXAMINATION
f

|

i'_J_ MR. SWARTZ

}[ culd you state your name for us?




JIA. Consol, Inc.

4 0. And what's your title?

wn
1

Manager of gas projects.

6 0. Before you ware manager of gas projects were you involved
O 'n the mining operations of Consol, Inc.?

wWas. I was criginal manacger 1in enginesaring tor

=4

A. Yes,
the southern Apralachia region of Consolidation Coal
Company.

3 Yfou were in the auvdience and I'm sure heard Kevin's
question. If you could respond to that for me?

re 15 not an approval of the mine plan per say that is

filad. There's an approval of the ventilation require-

ments as the one that is submitted. You simply submit

16 YOUr projectilons showing how you're going to mine and how
going to ventilate it, but there 15 not an

uired of the area that you're going to bs

<0 f{m McGLOTHELIN But you do notify the Division when you

M MOEGAN We ¢o submit changes in mine plans, yes.

] : . =
?‘T . M. Swartz continues.) And then there would be a £iling
24 | with ths Divislion on a histeorical basis to show what

25 | Was Jined on & pericdic basis s¢o that ultimately they




that would show the change.

think the i1nitial gquestion was,
Board whether or not it would be

atively seek to change a mining plan

panel further south as 15 shown on

actually as 15 actually the stopping
the longwall. T0o stop a longwall short

a submittal of change 1in

barrier blocks being left at

probably.
looks like you're pretty much
= being ==
lat panel has started.

there 15 active production?




THE WITNESS:
MR. EVANS: to say 1f you're not you should be

what's the expected mine-out on that

panel? How far along are you, I guess? When do you

foresee a move?
WITNESS: Propbably Septenber.
EVANS: So this escrow that you're asking for on shortc

hole production will be for a relatively short pericd of

be gone =-- at the end of the mining of
hat escrow will be gone for that portion.
Or the escrow wWill still be there. There Jjust
any Rore zoney coming into at?
Rignt.
guestions?
urngerstand for purposes of the
the shortening of the loncwall panel

division of interest. It will merely

affects the estimate cost
revenue. Yes.
there would 2robably be a downward adjustment

roduction would be the practi-

There will be a downward
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MS.

MR .

ME.

coBt assocliated with participating for two reasons. 0One,
the DWE is about $60,000 less and the percentage has gone
down by roughly three percent. I think it went from
roughly ten to seven something.

RIGGS: Well, vou've amended your DWE in this particular

]
[#]
4y}
(7

-
=

"
rv
=

ose that you are proposing to do by way of
an amendment of the mine plan without having to come back
before the Board, how would those DWEs be adjusted?

SWARTZ: Well, there has been one adjustment. I'm pretty
sure that P-4 which we ware here on last month =-- Les,
11d you adjust P-& downwarar?

ARRINGTCN: Yes, we did.

SWARTZ: So as we have come back to the Board and there
nas been a new DWE -- 1f we had to come back let's say on
R-4 when we cam=2 back 0-4's number would be different.

We're revising them down. We are not going to make

return trips == you can jump in and correct e 1f I':m
wIong But oy understanding 1s that we are not going to

make refturn Trips on unlits that we aon't have to re-pool

La ) né r'eason wWilith regard to the cost 1ssue.
RIGGS Do you Kknow whether in those that you anticipate

f
&
¢
£l
Y
|
i}
O
B
1]
=
7]
¥ |

at this point there were any

SWART?Z 'here were none. It's very rare that the people

Mave participated or have been carried. There are a few

A6




situations, but until recently there were none except for
Ashland. As we do need to come back and the COSBts
change, to the extent there has been a Board order

changing those costs, these panel numbers will reflect

your approved cost nunber as this one does with regard to

P=-45.
MS. RIGGS: But in that instance since there's no change 1in
the division of interest there woulan't be a new election
based upon the 1 S impact of that adjustment
would be =--
M3. SWARTZ: [t depends. I mean, 1n this unit we've got a
espondents who are going to be afforded a second
so they're going to get a second

elect at a lower number.

a straight change of mine plan that 1is

happen. Sandy.

guestions? Do you have anything further?

present today have anything that they
matter? The record will show
Do we have a motion?

['d move the application be approved as submitted.

A motion Tto approve.




FJ

R. CHAIRMAN: A motion and a second. Further discussion?

1 tﬂ. MCGLOTHLIN: Second.
.’

JIMR. EVANS: Yes. I'd like to kind of -- rather than do this
4 blanket, kind of break these out on a cne, two, three,
S four, five basis, if that's okay.

6|MR. CHAIRMAN: No problea.

7|MR. EVANS: The only reason I say that is the idea of the

8 atfidavit being f£iled in leu of coming back here and

991 - whatever elsg ==

WiMR. CHAIRMAN: I'm sure that would help clarify the order.

"N IMR. SWARTZ: If I might interrupt, we're not asking you and I

12 don't think we asked you in our application to approve
13 this procedure. We're kind of playing a card and saying
14 this 1s how we would like to proceed. I am not seeking a

15 ruling £rom this Board today one way or the other on an
16 affidavit. If you feel you want to do something like

17 that great. But I don't =-

WIMR. EVANS: That was my clarification.

19 |MR. CHAIRMAN: Are you ckay now with that stipulation?

20 M SWARTZ Yes. 1 dia not ask for that relief in my five
21 things.

22 [MR. EVANS Right, put I thought you might have asked for it
= DY ShoWing Up here today and submitting it.

23 IMR. SWARTZ I Just felt that this was something that you can
23 See tCere are nine other units and we wanted to warn you

k]

——— . — .




that this was kind of our feeling. If you've got some

blast of opposition we think =--
EVANS: So you're not really asking for this?
SWARTZ: No. You can do whatever you want or nothing in
that respect.
EVANS: In that case that was the only clarification or

discussion that I had.

CHAIRMAN: Anything further? If not, all in favor signify

by saying yes. (ALL AFFIRM.) Opposed say no. (NONE.)

Unanimous approval. Thank you.
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CONTINUED AS FOLLOWS: )
VGOB~94 /02/15-0435.

to address the Board in th:is

Ve yYyou a bcackcround

nere today prior to

mignt be i1aportant




sure you

green area nere

L as

111 with, I think.
and then thlis bounaary here
this area and
What w2 a
B aAcCre ur
in Octaober and
ovisional units of
to the 3oard and
ae Board ~uiles that those

LN1ts because 1t wanted

1

TOr those units
cCDEe Dachk

n. submit

place. f course, the
e S5ome [:eld rules as early

A'e a.s0 ODV1Oous TO the 3oara,




eiement to lmposing
we intena to
drilled
the Common-
coalbea

that history of product-

coppared those numbers to the production

reaceived from the eight wells
n whe proposed Roaring Fork
intend tTo show the EBoara the gas
we are producing Lrem 1in
information aiso

whe approximately

intend to
Field contains approximately

¥
NOora

I Sure averyone remembers

has 60 acre unit sizes and
SlZes. in comparing
to the Roaring Fork

Units are the
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MCCLANNAEAN:

e — —

1 you

and will protect correlative rights in

oard has previously requested that we

DIRECT EXAMINA

would like to call is

SWCITI, Was examined and

e =]
i I w
- et W

nleas

D pe | O1l1l1Cles

and address

Abingdon.

surveying and mapping

and quties as president of




& corpeoration.

civil engineering technology from Blae-

work background?
U.S5. Armay artillery survey
surveyed in Vietnam. I1'va spent most ot
industry with various coal compani-
employed by Pocahontas lLand Corpcration.
pProperty manager for Clinc

. - & o
..:"..nn— -

seven Years ago.

aeplctlon




L tould vou please explain how the map was prepared?

lor Field was already in place we were
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3 constra:ned by 1ts boundaries and we began at the south
- wast corner of the Nora Field. The peoint of beginning
5 then has a west longitude of 82.35 and a neorth latituge

polnt we calculated the state plane
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10 southern boundzry of the Nora Field to the point of

L |
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i
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itude B2 cegrecss at 1> minutes. Then we went
12 southwardly to the bortom of the St. Paul, Coeburn. WwWise,

13 A

ppalachnia guads and intcersecteg that into the

14 Virginia/E=sntucky line. Then we took the boundary north
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19
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21 oF- rne Nora Field in this point of beginning in
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. 1 flus 4cCLANNAMAN: Thanks Glen. I don't have any further

L]

€ questions of Mr. Phillips.
J lI~E "HATRMAN: Questions, mpembers of the Board? Mr. Swartz?

4 M. SWARTZ Ho., SBir.

itness stands aside. )

-
X

Biiva, CHAIRMAN You may call vour next witness.

im0
.

1S. MCCLANNAHAN: Lester Zitchus.

|

10 8C i REPORTER: Swears witness. )
F.

n 1

12 1 - p— - o E =

= j -.l: l:"'-..:l.q- -H--.-l--l-.h-ll.-:-‘

13 | Wlithess WO atter having been AQuly sworn, was e€xamined ana
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sibilities and duties as lana

Land Mancecement degree

|

ville, Indiana.

Wlith recard to any iand management matters

inciude

iea

The Appalachian region 1in

orotessional associations?

Lang Msen.

Mr. Zitchus as an

Wwnat, 1in

-

= N

2l .




CHAIRMAN: Any other questions? Okay. You may proceed.

(Ms. McClannahan contlin Has Equitable given notice

rEY

perscn or et 1dentified on Exhibit of the

proposed Roaring Fork coalbed methane gas application and

rhe amended applicaci as a potential owner of the

methane gas underlying the field?

the notice to the original applica-

ierald Courier paper on January 23rd,

of the amended application i1n the
Ringsport Time News, The

the Coal Fielda Progress?

“9a.

=l0n previously

cCertiried mail

nNearing continuance f£from February

recelpts from the mailing of




the application

me continuance notice and the amended

application also previously submitted to the Board?

W

1@ right to produce oil, gas and

ly 100,000 acres and

cas on an additional approximate 10,000 acres?

thlis represent?

parties wlthin the units 1n Roaring fork

the B0 acres units on a surtface acreage

‘ve proposed?

map actached to the field rules application

—y = -

=
i) S Y . b

e 1ndicate the size ana shape of the

e

e -
et (=

formec within the proposed Roaring

xhibits A and C of the amended

a4 S5quare containing g0

nc that the Board establish the proposed

coalbed =methane gas field for the protection

gas as shown on Exhibit A of the f£field
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Boara?
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McGlothlan,

tesrictled that

c
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a

they have standing as a

eguillie

"l ASK1Nng Mr.

these were
aticn's coming

-ate

the owners and potential

Ying to get
N1l DYy asking him some
Ne was an expert wi

-
LS

that answer?

that

=+

but

the gquestion?

owners of

please?

the question.

we notified all

-
L

all mineral owners

LZ1tchus the

this 15 a

the owners and I

zrom.

the coalbed

would you direct

some clarifica-

Lness 1n

he




MCGLOTHLIN: How a0 you 3 that everyone you have

- -.l.ﬁi‘—

listed as owners and potential owners are all the owners

of coalbed methane?
MHR. ARRINGTON: - e. That was not the question that was
The gquestion that was asked was

to control through leaseholad

;ti1fied that Exhibit B was the
owners == all the owners and
coalbed methane.

testify that they were all the owners.

the majority owners and paybe 1

that you noticed the owners and

a0 you Know that these are

a notification thinc

on . said
they were all the owners in

not specifically notiiy every owner in

Exhibit B says owners and potential




trying to qualify how you've come

out cetting owners and potential owners? How did you

th ware the owners and potential
ywners and has anyoody been left of:?

We reviewed title opinions 1n addaition to taking
ajor =mineral owners within the £field. We
he DMLR records for coal mining owners and

We also throucgh advertising in the papers =-
various papers that we advert:sed in -- hoped to
catch anvboay that was le:t
McGLOTHLIN: Have you personally have -- to pake 1t easy
nave knowledge that there has

acres?y

ownefs or potential

coat?

personal n
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MR. CHATRMAN: Other guestions? Mr. Swarrtz?

4 IMR. SWARTZ: I don't have any guestions.
>lIMR. CHAIRMAM: Mr. Lepshitz?

Eﬂr=. LEPSHITL: I have none at this time.
7 llM=. CHAIRMAN: You may proceed.

S. McCLANNAHAN: Tf T could make a comment to thlis notice

ue. That's why we published in several papers. The

i

10 ETATUTe only reguires that we publish 1n one paper.
LL That's why we picked several different papers to publish.
< rtainiy the Board in the past with regard to field

13 rules has nor reguired that title work be done on 176,400

'm

“h acres. But 1f the Board feels like that's necessary in

15 this particular case2 then ocbviously no f£field rules would
I -
16 || er pe adopted 1n the Comaonwealth of Virginia because

1T Woulc De too costly and burdensome to do title work on
.4 ACTesS - havinc reviewed all the guads wihere

1lled and the majority of property

20 | OwWTieTrs 1 those areas the title oplnions for properties
|
27 || that tTney control anc the DMLR records 1t was Equitable's

2 || nclusion that this was as ouch due diligence as could

< i be possibly done on 176.400 acres And it's certainly
?..'.. | —— - o = b = - - - - —— = "[ -
. mOore WOCk than nas been done on prior field rules that
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SWARTZ: I1'd like to respond.
CHAIRMAN: Mr. Swarc:z.

SWARTZ: 361.19 as 1t 1s referenced in 361.20 does create

a problem for operators who want to petition the Board

rules 1n that a literal reading of those
seems TO require as Mr. McGlothlin was suggest-
you literately co title on the entire acreage
seeking to make subject to a field rules
1ssue proposal. I agree with Elizabeth that that 1s such
an onerous burden that unless there 1s some reasonable
way tTo overcome that title requirement anc mailing
regu ' never would have field rules.
body could afford to come before you to do 1it.

- -
neal

would differ with her comments -- I mcan, if the
- and we've done this in the past. I1f
15 appropriate to have field
FOork unit the Board 15 not
requirements that private
and the Board can cure the
1S a notice
preceed to making
g this on y»our motion and
nave done when we aended the Oakwood
Board did that and part of the reason vou

was because of the notice problems. So I don't




*CLANNAHAN:

think that this 1s nothing proposition.

the evidence 1s such that the Board feels that

les are appropriate and that they make sense froo

a development standpoint, a correlative rights stand-
£rom a waste standpoint I think the Beard has an

111ty to scolve a proceeding notice problem and move

I certainly feel that this notice issue that
has surraced here terminates the inquiry. I think 1t can
solved 1f the Beard wants tc move forward.

THARK YoOu.

clizabet the notice that you published

Yyou aave a copy of one of those? 1Is

speciiically what I'm

have in terms of published

published

¥y = - E_ - -
i - - - o

- § -y
n - S

1S aresa knowledce

+

nd bounds descriptions _ike

gislicult for people to understand.

E"Veé S5ubml

ted coples 0of all these to the

uncerstand that.

s I'11 he

B
=
-

clad to let you look at




They all had maps. Now, cbviously we don't have control
over how they look in the paper. Some of them lcok a lot
better than others. 1l be glad to just you look at ay
file.
MASON: Thank you. in fact, the reallty 1s that we're
relyincg on published notice -- Tom's got his.
FULMER: I can get mine out.
MCcCLANNHAN:
MASON: 1 ywus that they would be sutfficient
actual knowledge 0f what was involved.
(Pause.) Of course, 1t lists all the
countles.
MASCle: Jkay.
MCcCLANMAHAN: ] as good but we submitted
Ean¢
person cculd ficure
area. Thank you.

rication, il exanln.ng

Company 1s listed as a gas

a coal lessee. And point of fact,
thé category one and two. One 15 a

OWner as an o1l and gas owner as well
W& have notice. We're not concerned

1§ multi-dimensional in this




CHAIRMAN: All raicht Thank you. Anything further? YOu

may proceed

REPORTER: (Sweadrs wilitness. )

ROBERT A. DAHLIN, II

after having been duly sworn, was examined and

DIRECT EXAMINATION

MS. McCLANNAHAN:

‘ou please state your full name for the record?

A. Dahlain, 1I.

Tennessee.

specilialist and my

and duties as opera-

development in virginia.

coalbed methane?

ethane, Yes, ma'am.

vour educational background?

sceived a BS degree from West vVirginia University an
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1975.

I've been workinc as a professional geologist

S§1Nce Then,

and
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and then

and
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I'm a zember of

pefore
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expertct withess
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You a Eepber
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major

first with Kentucky West Virginia Gas Company

adelphia 01l.
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for
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I worked for a consulting engineer

in West Virginia for aboutr five years
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independent adril
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continues. )
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any professional

Have you been previously qualified as an expert

Okay.

Hrl-

1zabeth explained earlier,

the Glay Morcan fault structurally.

oeparating

submitc

for the Board?

ling contractors since then

five years.

assocliations?

Socliety of Petroleum Engineers.

itness

and 011 Board in geclogy?

Mr. Dahl:n as an

You may proceed.

Dahlin, could you

this is

the area

as 1t abuts the

also has some structural

field. All of

this 1s

The field here and

It's

the strata here or

this 1s the Powell Valley

of all strata down past the
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weir including all coal seams. And this 15 the strati-
graphic cross section that correlates to A prime Lo A

wells being these along the

coal seams that are present

througah the Cross section.

MeCLAMNAHAN: 2 Mr. Chairman, I would move the introduce of

Exhibit C-1 and D.
and D. Any objecticns? Okay.

CHAIRMAN: Exhibit C-1
accepted without objection.
deClannahan continues.) Bob, could you please

(Ms.
describe the Reoaring Fork Field area structurally and

basically gave you the outline structurally.

counded between the Glay Morgan fault to the east,
Powall Valley anticline to the south, the Pine
thrust to northwest. tratigraphically or
cally 1t sandstone, shells anc coals from
vanian H sequence. That's indicated here from the
der the leea, Norton and Wise formations.

ructural deformation in the Roaring
the Nora Field?

ructures are broader. Larger

el
the Roaring Fork Field.
covered by this proposed Roaring

AT least one coalbed capable of




listed on Exhibit D what

the coal seams 1n the Nora

Fielc and the proposed Roaring Fork Field?

nces occur approximately at the boundary

This blue line -- I don't know 1f

. |
-

see this blue line. It's a lot easler to

those are the same points. TwoO major

things happen approximately in that area. We have by

virtue Some Sand eroslion atct time of deposition, a loss of
some un=-named B, Eorsepin, Lower Horsepin. Various seanms
Cut out by sand as they go west 1into the Roaring
other major distincrtion in the coal
ne addition by virtue of greater
his interval here which 15 basically
Those seams 1n the
sometimes belng stripped.
253 there are at like only
us this seguence
in the Roaring Fork
We've lost approxi-
nere out of the typically
11 Tthe Nora Fileld. We have gained

on average here in the Roaring Fork




is i1 the Ncra Field we've

produced from approximately 120 inches and potentially

will produce from } anches in Roaring Fork.
the nature and guality of the
ne fielad?
They're similar of varying impurities or

They're all medium tc low grade bituminous

the add:ticonal potentially procducible coal

Are present Roaring Fork Field that you

h are present in the Roarin

—ere.

a total of 2B0D

the proposed

inches of potentially

available in the Nora




Field?
On average that 15 cOrITeéecCt.
Ané the depths of the potentially producible seams are

2.000 to 3.000 feet?

Yes, ma‘'am. On rare occaslcn as you approacn the

e

Kentucky line you may get a little bit deeper than that,

but that's approximately right.

crati:graphic ceocal section do these

-11ling window 18 proposed by Equitable in Roaring
80 acres unit?
a 300 foot set back in the 80 acre unit.
nas previocusly drilled wells in the oroposed
Roaring Fork Field on statewlice spacing and provisional
15 that right?
those wells regquire location exceptions 1if
rules are adopted?
'Y wWould require a location exception.
lain why they would require location except-
adopted:
TOo date have been twin

on exi1isting conventional

laid out i1n accordance with any




oredetermined grid. They therefore fall within

Window wWeé propose.
was the purpos=s of drilling these as twins to your
conventional wells?
accommodaticn of the coal companies in order to not
tOo any greater degree than necessary we
with them and drill on existing sites
the coal has already been penetrated.
will require location exceptions
2627 and 30067
wells.
requesting that the Inspector be able to grant
location exceptions for all wells now or heresafter
in any 80 acre drilling unit in Roaring Fork as
>3 1n the Gas and 011 Act?
Kk that.
the BEoard on a case by case

of i1ncreased density wells

program fit into the projected mine

we've developsd in coordination with

~ompanies and with their impute. Yes, ma‘'am.

lmplerentation of the proposed field rules




L protect the correlatcive rights of the mineral owners as
- well as prevent waste?
3 1A Yes, ma‘'am, 1t would.
“+In. Did the Board by virtue of 1ts orders granting provision-
5 al units only require that we return for f£ield rules in
6 this particular area?
7. Yes, ma'a=. As you described earlier we came before the
8 Board under statewide spacing criteria and at that point
9 we were granted provisional units with the assumption
10 that we would be back at some later date Tto0 propose some
" way to compensate all of the potential owners in between
12 these wells as we have them spaced.
JiD. In your opinion with this application accomplish a fair
L royalty distribution between the potential owners of the
15 coalbed methane?
1‘51.:1 Yes, ma‘'am.
”ii And in your opinion wil. thls application allow the EBoard
‘3i to fulfill its obligations by protecting correlative
'ii rignts and providing for an equitable distribution of
21 || royalties to the coalbed methane gas owners?
<1 1B Yes, ma‘am, 1t would.
<2 [M5. McCLANNAHAN: Those are all the questions I have for Mr.
23 Dahlin. I do have the Board's copies of Exhibit C=1
24 here
23 |M7 HAIRMAN Any guesticns, members of the Board?
|
| my
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MASON: On your application where we're talking about
defining the pool, you have a language that tracks the
statute which is coalbed -- 1f you look at the definition
in the statute of what coalbed methane 1s 1T 5aYs,
"Including natural gas produced from coalbeds and rock
strata associated there with."

DAHLIN: Yes, Sir.

MASCON: In your application you add to that, "Strata

correlacive to the coal seams and coalbeds.”™ WwWhat does

DAHLIN: Well, as you can see, none of these individual
seams are laterally homogeneous. All we're trying to say
15 that as the coal's grade in quality and various
~rharacteristics that whatever 1s correlative to that
poiat that we are allowed to produce from those zones.

s that breoader than the definition in the Code?

It appears to be. It's in the definitions.
DAHLIN: It would appear teo expound on that definition.
MASON And then 1t goes on to say, "In all zones 1in

DAHLIN: WwWell, that's also in the definitien, all the
coalbed methane 15 the coals and associated strata. I
be.leve that's cne in the same.

O yCcu oean ail zones 1in communication with the

orrelative strata or with the coal seans?
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DAHLIN: I believe we're saying the same thing, aren't we?
MASON: What do you mean? There's a big difference 1if you
say any -- 1f you're talking about associated -- you're

talking about these correlative stratas which would be
outside of the direct coal seams and you're talking about
any zone that's 1in communication with one of those other
stratas. IT seems to me that expands 1t a great deal.

DAHLIN: I don't believe it does. I believe the defini-
tion of CBM 1s the broader.

MCCLANNAHAN: I'm just showing him the definition from the
statute. He doesn't have i1t here in front of him.

DAMLIN: I don't see the distinction. If you could be

'11l try to answer 1it. The correlative =--

n
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the correlation issue 1s one only of lateral extent.
We're still i1n the same sequence. We're still in the
coal seams and assoclated strata. That's not any broader
than -- that's nothing different than where the coal seanm
was or 1s 1n a different quality. I don't think we're
saylng anything more than the definition.

MASON I guess my concern 1is this. Why do you feel it
necessary to use lancuage that appears -- I mean, the
definition that's in the Code 15 the definition of what
this Board has the power to create in coalbed methane
poolings. What I'm concerning about is why you feel it

incumbent in this petition to expand on that definition.




the

McCLANMNAHAN: You may want to at what the previous
Board orders on coalbed methane gas have --

MASON: That wWas BY next gquestion. Is this consistent
wlith the Nora order?

McCLANNAMAN: I believe this tracks the language of the
previous orders that have been entered. t says lists
all the seaps and then 1t says and various unnamed coal

seams or poeols and all zones 1n cCoERUNicAtion there wWith

and all productive extensions thereof underlying the

to the adoption of

MCCLANNAHAN:

MASON Wwhat's

McCLANNAR

this order is November of Q1.

-
il

[

the Northeast Longwall 1 through 10.

SAYS various unnamed seams and




MASON: Right.

McCLANMNAHAN: Well, no --

MASON: I'm fa:rly certain 1t does because I remember
talking about 1it.

McCLANNAHAN: No, 1t doesn't

RIGGS I would suspect that the order tracked the

application that were being -- the language probably came

out of the application because the Board voted on the
application as presented.

MASON: I understand, but that one just refers to the coal
seans and the associated rock strata.

McCLANNAHAN: No. It actually says --

MASON: The Oakwood order?

McCLANNAHAN: Yes. The statute says associated rock
strata. The Ozakwood II says various other unnamed seams
and asscciated strata. The Oakwood =--

you this. Do you have a problem with
read unnamed coal seams, coalbeds, pools

associated there with?

MCoCLANNAHAN:
MASON: Thank vou.
ther questions?
several things. I dc-'t know which

witnesses would want to call, Elizabeth, but I have




juet a few gquestions relating to the unit sizZe and

reservoir, etcetera. Wwould that be to you, Bob?
DAHLIN: We do have another engineer that's going To

testify.
can witchhold that then until that time.

KELLY:
Tust for my own gratification and edifica-

EVANS: Bob,
this Glay Morgan fault is == is this the surface

-
b

expression of that fault?

-
i

DAHLIN: Yes, S.r. does extend down to the Powell
I mean, 1t fairly well

It's fa:rly exclusive.

268 shows a definitive upturning. You've

hown as a definite upturn and cropping and some

guess By guestion 1s, you know, at the

1 noticed that on elther

have some -= 1t looks like a

-ae Seans

e

displacerment and most of

no real difference in that

tault whereas between

this 15 other faults

There are many more faults in there.

going Lo say that that's a marked difference

stratigraphy goes.
no basic depositional difference there.
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more or less an optical 1llusion, if you would.
There's topographic considerations taken into consider-
ation here since the cross section was leveled or the
data was based on the Rocky Fork coal.

EVANS: That's wnat I was golng to ask. What reference
did you use to =--

DAHLIN: We zerced everything on the Rocky Fork. The
basic topographical changes happen at the Glay Morgan
fault. The surface outcroppings happened east of there
and those seams are still present but would be in outcrop
or exposed and therefore not potentially producible as a
cocalbed methane target.

I understand. I was just looking --
thing.
at your here, the way that
cross sections, the way that shows 1is
Glay Morgan fault as your basic de=-

that really deesn't jive with what your

There i1sn't a hugh over-thrust-
the Pine Mountain.

vaertical displacement, horizontal




DAHLIN: ight. It's displacement and isclation =-- 1t's

moving and at that approximate place a lot of other

things happen. Like I described, the lower sequences are
cut out by those big sands as we go west. Generally at
that location thos tTart to outcrop and again
topography isn't ] : But those things
happen generally at
I'v@ got one other question. This 1is kind
cross section, I guess. You've got a basic
e up to about WS91 and then 1f you want to
south line from WSS1 down to 35.
tion of what you've got, that

trom Thne east wWeSt versus a more

mostly 1n a controlled situation early on
logs and what not we were trying to get
teel for what was golng to go on with
rilled and the control that we had.
we coula have easlly made cross sections
represent the cross section

control.

0o you have any

kno Bob 15 the right witness for




these questions but I do have socme gquestions concerning
gas content, assumptions with regard to reserves,
economic unit drainage 1ssues, that kind of stuff. Are
you the right guy to ask?

McCLANNAKAN: Martin 1s actually.

DAHLIN: It may be a combination after Martin gives his

but he's got those specific things.
I'1ll hold and wait for him.

CHAIRMAN: ANy questions?

LOTHTON: Can I ask a question?

CHAIRMAN: Just state your name for the record.

LOTHTON: My name 1s Ed Rothton. I Just want to make sure
I understeocod my rights. You said the coals that are
productive in the Nora Field or absence in Wise County?

Thne net effect of what has happened -- you
see 1t from where you'ra sitting back there. But
the main thing that's happened -- too many things have
These lower sequences specifically the unnamed

Middle Horsepin, the C seam, unnamed C, it

EVANS: WwWhat you call?
DAHLIN: WwWhat you call wnere the sand is. But a major
nappens 1n this sectlon and on the average we're

loosing some net amount of coal as we got west attribut-

able to these specific seams. We have averaged it and




MR.

MR.

feel 1t's going to be on the average of 40 inches as we

go west. 40 inches 1s a loss attributable only to

these ==

EVANS: Lower seams?

DAHLIN: =-- the lower seams. We on average in Nora nave
120 inches we work with. We're loosing that amount.
That's what I went about they aren't present. Everything
else 1s -- the sequrnce i1s present. You know that they
may coze and go. They're not laterally homogeneous. But

thing happens as well as the addition of these
1ly producible zones due to depth of burial.
the War Creek present 1n Wise County oOr 1s
r in production?
's present in both places.

LOTHTON: And the number ycu said for Wise County == 1
wasn't sure whether it was 240 or 280.

DAMLIN: .80 on averacsea.

LEPSHITZ: Is there some kind of limit on the coal thick-
ness that you perforacte or do you perforate all coal?
DAHLIN Mark has some testimnony here, too. We, of

have natural shows. We have the log expression.
Wwe have the gas entry indications for temperature. We
have various factors that go into the selection, in the
design of the fracking.

I think what I was trying to ask was do you




r do you need the thicker
oL
DAHLIN: wWell., I
ansSwer
don't have any further questions.
CHAIRMAN: Mr. Lepshitz, do you have any?
LFPSHITZ: What 1is the lowest coal sean you all will

roduce from? You mentioned the Dorchester. Is that

DAHLIN: ., no. That's the very upper sequence. WwWe'll
duce from anything down to the Red Rock which would
this sequence. The Dorchester curves
1've probably seen some here recently because
fperiencing natural shows on your side of the
That's high up in the sequence.
dealing with than that.

ving basically the top of Blue Stone?

understand 1s red and green shell?

- LI T &I
Lh;.ul.-i-l-- i

indicate that you have reviewed your

plans with all the coal companies operating

Wno did you review Tthis with at Westmore-




DAHLIN: T don't helieve I can tell you all the pecople at

your firm we've dealt with. And I don't attend each and

avery meeting. The wells are propcesed to --

LEPSHITZ: What you've reviewed then 1s a well by well
basis?

DAHELIN: And some of the other meetings. I know the
programs in general. I know the specific issues. 1
don't kxnow all the 1ssues, haven't been in every meeting.

LEPSKEITZ: Do you typlcally deal with our technical
Eervices manager Mr. Henderson?

DAHLIN: Through our land department.

LEPSHITZ: Througch your land aepartment?

DANLIN: Uh-=huh.

SO wWhen you saw that you've reviewed 1it
or how much
reland Coal?

Ssize what we do =-- you

MCcCLANMAHAN: X ; 1ST a4 moment. Tom O'Neil is
exploration for
gullible view of this and could

who has actually been

witness. )

Mr. Chairman, befiore we get into




another wicness pay 1 ask one gquestion, please.

LEPSHITZ: I have one other when you finash.
Have we

MEGLOTHLIN: I

just wanted something cleared up.

we accepted Exh:bit C-1 anad D, yes.

We accepted D?

wWhen Bob testified esarlier that 1t was reviewed

maln review was with Penn=-

have contacts directly with Westmoreland.

they own a significant percent of the company.

rev.iew a s5.9g iCant percentc. We did review

a chnical people and, 1in

Ron Stucky the day berfore we submitted
and I called Ron myself to talk about it

to him what exactly we were trying to do.
Please explain to the Board who Ron Stucky 21s

i

the == he's vice president.

in charce of the whole operations

this global comprehensive

[ - B
reviewad with Mr. Stucky?

scussed 1t over the phone and explained

and why we're doing 1it.

doing




MR. LEPSHIT2Z Has he seen the exhibits and the maps?
He had already talked to some of the people about
and had been talked to by people with Penn-Virginlia.
To what extent he reviewed 1t I don't know, but he had
been made aware of i1t not only from people within but
also through his connection with Penn-virginia
MR. LEPSHITZ: I have a follow-up for Mr. Dahlin. Mr. Dahlin,
you testifa before this Gas and 0il Board on October
19th, 1993 regarding the s1xX wells that you've previously

pentioned. Those wells were at that time labeled

15 that correct?

50 far as to say that. We have no

AS you can see, we've got a lot of
into splitting hairs as far as
1s a developmental well, an
that's your main question =-- if you
then I might be able to answer 1it.
that time you responded to a

and vour comments was, "Based on

Field, just to give you sone

‘e 5till wrestling with the

-

I would like to say that




askino for this to be based upon statewlde sSpacing
we can determine the appropriateness to come back.”
That's correct. There was a question in there,
To0, that was 1n response to Mark's question. As 1T wWas
generally 1t was further tried to pin 1t down by
saying well, would s5ix months be enough? And you just
absolute numbar on something like this.

what has changasd in the last six months

feel comfortable waith the data now?

PAMT TW
!

AHLIN: What has changed 1s the ongoing development

without the correlative protection for all the people who

involved. The other fields that are present and
produced from up here were proposed with
than what we're proposing in thais field,

Wwe're trying to lay out a plan that is

with as much information as we have as early as

why we're here.
econonles stack up to WAt you see
Cakwood Field?

g == =7

ICCLANNAHAN: Equitable 1sn't drilling in the Oakwood

terms ©of unit size 1s B0 acres economically
> produce the same relative benefits as 80 acres

akwood Fielad?

I personally don't have knowledge of the econo=-
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mics in the Oakwood Field.

LEPSHITZ: A larger unit size perhaps would produce better
at times in terms of gas produced?

DAHLIN: From what we've seen so far, based on the
informartion we have and I hope Mark will be able to give
us some testimony to further this, we feel B0 acres 1S5
jusT. the ultimate silze.

LEPSHITZ: Is that 3just based upon the protection of
correlative rights or what other factors?

DAHLIMN: Well, the only thing I've testified on so far has
been the geclogical iniluence. The relative comparison
in the ccal thickness overall has been mpy testimony. You

can see some other exhibits up here on the wall that are

LEPSHITZ: Poes coal thickness alone indicate productiv-

MCCLANNAHAN: We intend to have Martin testify as to gas

content and production dacta from the eight wells that

we've arilled.

LEPSHITS SO0 the fact that you may have a coal thickness
that may be substantially different than the Oakwood
Field is not necessarily alone sufficient data to base
this on

dCcCLANMNAHAN: We're not trying to make that argument

11




elther.

DAELIN: HNOo, we're not.

The thickness has been the only

thing that I've said. The rest of our companies gathers

rhe data that we have and we've drilled the

& 50 far

r. 1 really wish that we could get

On with the gas content

and that might answer 1it's
relative contribution as coapares to coal thickness.
LEPSHITZ:

Chairman, I reserve other questions.

CHAIRMAN: Any other questions of this
witness?

(Witness stands aside.)

next witness.

MARTIN PUSEKAR

WlTness wnho, naving been duly was examined

EXAMINATION

nace and address

live in Kingsport, Tenness-
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ee. 1'm a4 petroleum engineer.
By whom are you employed?
Egultable Resources.

And your position there?

And what are your responsibilities and duties?
Primarily I'm involved with the drilling and completion
»f wells within the Roaring Fork Field.

wWhat 1is your educational backcround?

i1
Cii

1980 graduate of Pennsylvania State Univarsity with

S 1n petroleum englineering.

[
o
L

Do you hold any licenses?

i

ssional assoclations?

1L
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ocleum Engineers.
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Have ycu previocusly been qualified as an expert witnass

beftore the Gas and 011 Boarq?

LANNAKAN: I woulcé submit Mr. Puskar as an expert

ICGLUTHLIN For clarification, what is the signiricance

3 belonging To a professional association having to do

158 0f 4O witness?

-
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rCLANNAMAN Are 1 askinag me that?

13
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MCGLOTHLIN: Yes., ma'am. I'm asking anybody that would
like to answer 1t.

McCLANNAHAN: The si ficance of that is that he 1is with
his colleagues from tTime to time during year and 1is
involved in academic matters with those colleagues with
regard to i1ssues that would be of current relevance and
also is involved in scme education with those kinds of
socleties. That's relevant.

McGLOTHLIN: Does his profession require that he attend or
gain further educational experiences through association
and/or icstitutes of higher l=arning.

McCLANNAEAN: Do you mean 1: continuing education required

for a professional engineer?

MCGLOTHLIN: Yes, ma‘'as.
WITNESS: I'm not a professional engineer, but as far as

my Current status 15 no, there i1sn't any continuing

agucaticon regulirenents.
MCGLOLHLIN: SO belonginc to an assoclation we Pay our

dues and go to meetings once or twice a year basically?

W
i
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|
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as:.cally yves, plus

i

1s0 you have subscriptions
to technical Journals and other material that keep you

Updatec on WhAL matters.

MCOGLOTHLLN 1ThankKk you.
McCLAMNAMRAN Certainly the fact that he bE"lDﬂGE O a

society of petroleum &ngineers 1s not the only reason

a4




would submit him as an expert witness. The more

important thing is his educational experience and his

e b

work background as he's described it with Equitable.

.HE CHAIRMAN: It's accepted. You may go ahead.
(Ms. McClannahan continues.) Martin, have you compared
the data from the wells that Equitarkle has drilled in the

Nora Field to the data that ycu've cobtained f£rom the

"

proposed Roaring Fork Field?
Yas, I Lave.

How many ccalbed methane wells approximately has Equit-
ble drilled in vVirginia?

Practically 200 wells all together.

Hcow many years of coalbed methane drilling and production

quitable had?

Yyearls.

factors that make the proposed

k Tield separate and distinct trom the Nora

hat separate the two fields are

., the overall thickness of the
c structure of everything involved.
praesently being employed for the

that have been drilled within this




Spacing regulirepents.
EVANS: I have a real quick question. How many wells have
been drilled in the proposed to Roaring Fork Field?

WITNESS: In Roaring Fork there's been eight.

VANS: Thank you.
(Ms. McClannahan continues.) Have any other coalbed
methane wells been drilled in the proposed Roaring Fork

Field besides the wells that have been drilled by

aware of.
C-1 that wa've previously submitied to

represantative portions of the Roaring

ed by the eight wells that you have

say but we've probably -- or at least
're looking in the neighborhood of

e £i1eld 1s being tested.

Equitable obtained about the eight

rhat have been drilled in the Roaring Fork Field?
gas contents more than anything are the
L thing that we've seen and the thicknesses.

at Exhibit E that is up here on the wall, could

the gas content information that you
m these wells?

ata o2
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side wall cores that we have taken and some other
information that we've obtained from core samples and
everything. Here 1s basically the Nora Fiald and you can
see the gas contents range anywhere from 180 to over 200
standard cubic feet p2r ton. Whereas in the -- what
we've seen so for :r the Roarircg Fork side of the field,
we're anywhere from 38 to 50 and roughly overall the
Roaring Fork 1s probably about half of the gas content
coppared to at least the Nora.

Just so that we make certain that everybody understands,
vou have the data from the eight wells that have actually
been drilled in the Roaring Fork Field and in addition
~he side wall core data that you've obtained is actually
We've gotten some information Irom Penn-virginia core
holes and things that we were able to obtain, plus the
side waell cores from the eight wells that we have drilled

in the area.

ICGLOTHLIN: Excuse me. What does the SCF stand for?
ITHESS Standard cubic feet.

Ms. McClannahan continues.) So the gas content informa-
Tion that you're testifying about 15 not only the eight
wlls that you've drilled but in addition core holes that

Penn-vVirginia has drilled throughout the property, is

l: ---.-:—-I-‘"

L1t




- . Yes.

EVANS: Does Penn-virginia as a normal course of events

i
o
a

3 test strata abnve the red or cgreen shells for gas
content?
2 ITHE WITNESS: I'm not sure what their typical methods are, no.

= FF. EVANS: If you're telling us that you got some data from

1.'

Penn~-vVirginia I'd list like to know exactly kind of wnat

8 dara that entailed and whatr form that was in, whether 1t
9 was == we're talking about the same intervals here as far

11 ITHE WITNESS: Compared to whar was taken as puch that was

2 taken, yes, we would try to use all the information
13 available. Basically I think 1it's everything below the
L Rocky Fork. I wouldn't think it's anything above that.
15 su know, some of the core holes aobviocusly probably
‘51 didn't penetrate some of the deeper seams and things like
"h that.
r
‘E%Pé_ EVANS: When you said you used data froa another company,
‘?i another source, I'd just like to know that you got apples
?Jh and app.es
g E'i:~i WITNESE Yes. Whatever representative seams were there
E?g we tried to get whatever information we could.
;]“,; MASON: In doing these estimates which seams are you
Eii basing on as being contributing seams? I mean, are all
|

producing or ==




well, probably not all of them because the gas
VAry quite a bit. They can vary anywhere from
standard cubic feet per ton up teo probably maybe
The higher content 1s obviously what we would try
concentrate on as far as completions and all.

MASOMN: Your projected numbers, are they based on

potential contributing seams or the ones that you would

pe producing?
All these are basically on all the data that we
sible ==

S¢ Those are all possible contributors =--

-=- as opposed to the ones you would actually
proguce?

We woula preobably as much as we

understand that. But I mean there's a differ-
Deétween potential production and the ones you
:pate actually to produce. Some of them probably
not be conversely feasible to produce the seams,
they not?

Probably not. This early in the development of

tie.d and everything we'll probably look at just
aboutr everything in terms of the potential -- especially

early on until we can define things better.




MASON: Let me ask you this. Based on these B0 acre
spacings do you all have an estimate of recoverable
serves 1in dollars in each projected well in this area?
WITNESS: That's very subjective depending cn gas price --
I mean, as far as sales and stuff.
MASON: I understand that. What about MCFs?

McCLANNAHAN: Mr. Mason, Mr. O'Neil may be able to

clarify both these gquestions for you. Do you mind 1f we

just let him clarify that?

O'NEIL: If I go back to the earlier question and try to
define what seams would actually produce based on gas
content, there's a combination of factors in producing
gas from a coal seam. Gas content 1is the gas that's
actually held against the coal in a molecular fashion.
There's also the fracture field section of coal which
would produce also. 5So therefore i1if a coal seam, say,

standard cubic feet of gas per ton you

tnat seam, but if you drilled a

and you f£ind natural fractures in that intervals of
You would produce 1t. We have some seams 1n Nora
guestion was brought up early of how many inches
need. We've got some that =-- the way we have our

thelir producing was zero inches of coal as
by a certain cleanliness. What point 1s it a

what point 15 a shell? There's a variation




MR.

If you get a natural fracture in that particular

spot 1t may be just a dirtier coal, gas content will be

poor, but is economic to produce under that particular

interval because of the natural fracture.

MASON: I understand that. What I'm interested in is what
are the sconomics? The bottom line of what I want to
know 1S, assuming an B0 acre spacing what do you all
@stimate to be the dollars recovered per well and how
does that -- how does that work as a proportionate of
estimated costs cf these wells in terms of whether or
B0 acres 1s a reasonable acreage to make these units?
don't see how you can make that analysis unless you've

done scme cost analysis of your estimated recovery from

each well on an B0 acre spacing as a function of 1its

think Martin can answer those better. Agailn,

tion to dollars dollars 1s dependant upon price

I understand thatr. What I'm concerned about
1s 1f we adopt =-- we're looking at adopting field rules
here that have an effect -- a potential effect on people
and by adapting a unlt sizZe are we, in fact, creating a

that's less economically advantageous for the
field as maybe in another £ield? I mean,

the economics of this area? I




' think we as a Board have an obligation to make that

Fd

determination to create a fairly equitable relationship

3 between owners 1in this area as opposed to owners 1n other

4 areas where there are other field rules. I haven't heard

5 anything that addresses that issue. I haven't heard
anything that would allow me to make the decision as to

whether or not an B0 acre spacing in this area 1s an
equitable and fair relationship between what's golng tToO

roduced here as a function of cost for the owners of

zineral i1nterests.

1" E

E WITNESS: From a standpoint of pore or less the reserves

in place, as Bob mentioned, we're looking probably in the

neighborhoocd of a total of 280 inches of coal. With the

gas contents at roughly 100 standard cubic feet per ton,

15 going through the calculation of changing the inches to

pultivlying that by the kind or the standard number

17 of 1,800 tons per acre foot of ccal and then multiplying

13 | that by the gas content you come up with roughly 336

standard cubic feet 1n an 80 acre unit. wWe

about 350 million == rounded up really =-

21 JUST T0 try to account for some of the gas that may be in

7. th

a
L]

ractures and in the cleat system that --—- a lot of

23 times when a desorption sample 15 taken you may lose some

24 | of that gas and you cdon't know how much i1s there. But

Ei“ just in round numbers there's probably in the neighbor-




hood of 150 million standard cubic feet. Obviously that

can vary from well to well based on the coal and every-

thing else

MR. MASON: Sure. I understand that.

THE WITNESS: From an economic standpoint our typical corpor-
ate goals are a 15 to 20 percent rate of return -- and
those kind of parameters that 1f it's not going to be
econozic we're not really going to try to invest the
money. That 350 million under today's CoOStsS and every-
thing 1s economic for us.

MASON: What proportion of that would you expect to

Coalbed methanes have been fairly young. I'd be
pressed TO glve you a number. But 1f it's between
I'd say we'd be happy.
woulad you estimate to be the life of these
what period of time?
econonics we base on 30 years. With the
gas and the mechanism involved these wells
a bit longer.
that been your experience, you think, with
1n Virginia so far, the Nora Field?
Yeah In the early years you see an incline 1in
‘tion because of the de-watering and desorption of

gas before they start to decline. So basically
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that's the trend we've seen in Nora.

EVANS: ©On Exhibit E are those averager

WITNESS: Yeah, they're average.

EVANS: So you've 120 inches of coal or however many
inches of coal and that's an average of all --

WITNESS: O©Of all the samples that we had.

EVANS: So you may take three of those in your actual
numbers when you start producing. Any particular one of
those numbers are going to be significantly higher on a
horizon basis.

MCCLANNAMAN: Right. In fact, we have an exhibit. Maybe,
Martin, 1f you could get -- well 30959 we have a specific

1 that we used as an example.

EVANS: That is an average based on the whole 120 inches
of everything. Some may be three. Some may be 200.

MCCLANNAHAN: Right. This helps explaln how we gOt TO
these reserve numbers a little bit better. 1In fact,
Martin, could you just describe that exhibit?

WITNESS: 7This 15 basically a sample of the seams that we
deal with 1in the area and of the data that we've gotten
on siage wall cores from this particular well. We started
frca the upper Clintwood On down to the lower Horsepin.

some cf the seame we didn't have samples on. As you can

cee, [he gas contents vary considerably, anywhere from 17

134 through the War Creek and then you

=1




L have several others that are in the 80 and 90 range and

2 some very smaller values as well. Those are the averag-
3 es.
4llMr. EVANS: That was my questicon, just what number was I

(il

lDﬂ]':ll'lq at.
6 lTHE WITNESS: Yeah.

CHAIRMAN: Who prepared Exhibit E?

-1
T
Y

BITHE WITNESS: Between the data and our drafting department, 1
9 guess. So that was together.

10 iIMR. CHAIRMAN: You supplied the data on the averages?

" ITHE WITNESS: Yeah.

12{iMR. CHAIRMAN: Do you plan to introduce Exhibit E?

D liMs, McCLANNAMAN: Yes. 3095 would be Exhibit F. I would move

14 to introduce both of those

15ll42. CHAIRMAN: Any objection to the introduction of Exhibit E

16 || and F? They are accepted. Other questions, members of
L the EBoarad?

r
1B ilup. MASON: In your opinion based on all the information you

|
' have apout this and what you understand about the

<0 economics of these units is B0 acres the optimum spacing
& | . -
et | for wells in this field?
|
& FHE WITNESS At this tize I think it is, ves.

< Mp, MASON: What do you mean by at this time?

24 ITHE WITNESS: Well, obviously after you get a few years

I 33




MASON: You mean based on available information?

WITNESS: Yes, based on the data that we've got now

i

mainly because of the lower gas contents ana everything
and you've got a litrtle bit of diffarent structural

geology compared to the other fields and that's where

we're at right now.

MASON: vou think 1t's premature to do at this time
based on the

rhe i1nformation we have?

WITNESS: No. 1 guess time will
D'NELL:

make a statement on that. On the
th nave two wells drilled i1n Nora without th

at amount of technical information that we nave from

loaring Fork side when we submitted those at f£ield

wide spacing we drilled 200 wells based on that space.

Field 1t was done before there was any

been drilled. We have gone through a

witn Nora over the last five years as

-
-

o

information to acquire. By the fact
icht wells bDefore hand we've acquired

of 1nformation and believe

L}
1T"B

= =
'l il i

S1C10n1 wWlta

ice-president of exploration with

t0 have those comments on the record.




McCLANNAHAN:

MASON: on,

McCLANNAHAN:

MASON: I'm sorry. I apologize.

CHAIRMAN: Any other gquestions, members of the Board?

KELLY: I'd jJust like to expand on the determination

process for the B0 acres versus 60. You've said you've

got half rtl : f Nora, one-third less produc-

tion. IS bility or some kind of a measured

basically from the vent tests that

completions in the early time production

ata in the Nora Field,

t0 what we've seen in Roaring Fork, wa're
0f what we saw in Nora. If we were at
Roaring Fork we're probably down
a day range so far.

seems liKke there's a Jdisproportion=-
ftar as picking 80 acres versus 60.
hat comes back tn maybe some of

Aoaring Fork seems to be a

hat we have seen so far.
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DAHLIN: That relates to closure, if I could interject

that. There's more gas confined in that same structure.

PUSKAR: Yeah. And there may be additional fracturing and

everything else, too, but I think the big thing i1s the

structure of i1t, that you may be able to drain larger

areas with one well.

KELLY: To that extent why wouldn't you propose 120 acres
or 90 acres or 100 acres? I guess what 1I'm getting at
here and I understand that field rules in other areas
have been acopted wlith varying degrees of information,
not to the extent you have here. But I guess @y basic
guestion 15 Are we ready yet to do this.

PUSEAR: One thing that we've got to kind of keep in
mind, what we've seen 15 a lot of these -- we've got the

ontents and everything. First of all, even
the coal seams can change dramatically
Going any bigger may
from actually draining the right area. You
to0 big and then you hate to get too small.
because of those variations and how quickly a

well To well can change and based,

the structural side of things we

acres l1& thne

50 essentially you think it needs to be bigger but

lot bigger?




PUSKAR: Compared to Nora, Yyeah.

KELLY: And you're satisfied that on 80 acre spacing that

the economics are good enough to develop a field on that

Right now we do.
Completion methods are essentially the same as
you've been using
PUSKAR: Pretty ouch so. Because of the structure ana
ve tried to increase the size of the jobs
rther on out as well as wa've used more sand

1ons thus far than what we ctypically used

these days. Basically because of the B0 acres

and what we think we can get from the 80 acres we've
he coopletion sSl1zZes.
'm not sure really who needs to respond to this.
have a concern about the interference with or the

exclusicn of conventional wall locations in the

exclusion of a conventional

DAHLIN: U ' ire dr:llmq Program right now
CONS1B8LE | 20 wells to the -- it's basically of Westmor-
eland. /e haven't drilled any that haven't been twin

well For purposes of evaluation I would anticipate




MR.

cadak

will be

Twinning?

DAHLIN:

Twinning,

in play here for a while.

-rn.-EI 5— .

S1lT.

Therefore

I =ean,

we're

already on the pad that's drilled for conventicnal gas.

believe

that would -

-
-
-

cuess maybe 1 need TO ask a questlon.

can see how any other =--

-
-

What's your

—
dd

foot exclusion. I mean, a well 1is a

Quite honestly I
that we're twinning conventional wells

iri1ll to the same pillar that has been

crying

SO well 1s a well 15 a well 1s not

really a

plllar that was left by the wells

And our plans are to twin

can continue Tto that you're

i - -

Sd:;._.._fa..a'-l

that with Westmoreland anyway, I

to the coal companies on exact

1Omportant to us that we work well

choose locations that are workable
harm the coal company.
it's probably a minimal concern

is the principle =-- not the
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MR.

only operator in this area. But I was thinking along the

lines of any other operators which might be proposing
conventional wells or other wells of some type that migat
be affected by field rules in this area. I don't know 1if
that's -- 1n this particular area, Roaring Fork, probably
there is no other operator. Well, I guess Amvest maybe.
MCCLANNAHAN: We have worked with Amvest also. 1In facet,
someone f£rom their company 1is here today to make certain
that this was taken care of for then.
KELLY: The only other question I have that I can think of
at this point 1s —— and 1t's a gquestion that was posed to
and I'll go ahead and pose it to you all. In the
these wells 15 there any engineering concern
he standpoint of the proximity of the
in your completion process as far as
camace ) the casing of a conventional well by
that close tTo 1it?
that possibility from an en-
I think an engineer would like to
another well as possible. From our
and trom the e2ight wells that we've drilled
experienced any difficulties or seen any
damage To the conventional wells. Typically
twins we'll run gyros on the conventional

to make sure we Know where those well paths




rd

=

13

20 |

21

22

2]

21

23

e

M5

!MH :

MR .

are and try toc keep good control of drilling process to
really Try to get as far away from the existing well bore
as possible.

KELLY: I guess I'm concerned about pressures and the
fracturing process more than anything as far as 1it's
effect on surface casing or intermediate strings that --

PUSKAR: We have not seen any damage or have run 1into
anything like that yet. What happens when a fracture
does run 1into another well bere I'm not really sure. It
very easily may Just go richt around the casing and keep
on extending within the coal seam or whatever. Burt like
I say., we've not seen any difficulties yet.

KELLY well, they are your wells. I suppose 1£ you had a
concern you would address that. But the question was
asked to pe a couple of weeks ago and I Just wanted to

get your opinion on 1it.

g I

MCcCLANNAHAN: In addaition, © course, this operational

- L5
e ad LA 57 4

n 15 controlled by the permitting process through
the Gas and 01l Inspector. And the operations plans that

have been subrmitted for all these wells have taken this

"
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ffect and all the operations

plans were amended o address this concern and approved

by the Gas and 01l Inspector
S LLY well, the basis for my question, more than

anythina comes trom the fact that some of the original
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walls drilled i1n the field used, used casing on the
intermadiate stream, seven amp, and, of course, 1t'S
supposed to be cemented i1n and to my knowledge, at
least all the ones ] was i1nvolved 1n or familiar with

slnce then, are, but --

MCCLANNAHAN: The ones you drilled?

KELLY 1 am aware that ANR used a lot of used casing on

their first couple programs and the question came Uup 1n

a conversation I had not too long ago and I just wanted

D
-
=
"

t er ject that here and get your comment on 1it.
USEAR: Yeah. We definitely try to take that into
account as much as we can and, you know, 1f i1t's an old
well that we're very unsure of what the existing casing
ream condition 1s, yYou know, obviously we'll try to
aveid those and try to stick with the ones that are in

good shape and that we feel more comfortable with as

far as the integrity of them.

KELLY But you would expect to continue this process at

DAHLIN That's the currant plan until we can further
develop the property. I believe, from the meetings
that ['ve attended and all the input that 1I've observed

that that 1s what we intend to do here in the near

L]
L
F

c
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's to accommodate Westmoreland and I
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assume wWestmoreland 1s satisfied with that.

EPSHITZ: That remains to be saen.

ME. O'REIL: I1'd like to make just another comment about the

M

casing. 1 believe the casing you're talking about, the
used casing, 1s an intermediate stream -- production
stream as a four and a half casing within the center of
that and separate from that. We have an operations man
in Big Stone Gap who was actually involved with running
some of that casing. He was working for ANR at the
time and now works for us. And he has told me that
they pressured tested that. It may have been some used
casing, but there was adequate pressure testing done on
the casing and i1t's a high pressure type casing so that

ailong with the cement along the bore hole, i1t should be

adequate, but we do look i1nto those specific instances.
ELLY All raight Yeah, I know a lot ©f it probably in
'80 -- or maybe even --

CCLANNAHAN: Just as a legal matter --

ELLY -- but, uh, should be --

CCLANNAHAN:: -- these salety concerns and engineering
designs are, of course, controlled by the Gas and 0il
Inspector on a well-by-well basis. In addition, we
can't drill any of these wells without a ccnsent to

stimulation from Westmoreland Coal Company. And,

third, westrmoreland Coal Company always has the right




to cbject to any particular location of well.
CHAIRMAN: Okay. We'll break for lunch and come back at
00 o'clock.

(AFTERE A LUNCH BREAK, THE HEARINGS CONTINUED AS

Okay. Back on record. Mr. Puskar has just
his testimony, I suppose. Did you have
further that he was going to testify omn?

MCCLANNAHAN: We do, ves.

CHAIRMAN: OKkay. You want to proceed with that.

MASON: Mr. Chairman?

CHAIEMAN: Mr. Mason.

IASON: I'm not trying to interrupt, but 1 was just
curious; did Mr. Felly finish his questioning?

KELLY Yes, I've tinished for the moment. Thank you.

McClanahan continues.) Martin, you indicated that

vou anticipated 350 million cubic feet of gas in each

acre unit and that's the basis for which you

letermined that an 80 acre unit was the appropriate

In arriving at this 80 acre unit size, how did you

alculate the projlected reserves in place? Could you

please explain that just using the flip chart over

¥ F -
i | | 3
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Okay. Basically, the bottom line is based on the

inches of coal and the gas content. Roughly we had the
280 inches of coal and divided by 12 inches of the
pood, times the constant of 1,800 tons of coal per acre
foot, which is a general term used, times the B0 acres
and then multiplied by the 100 standard cubic feet per
ton gas content of the field based on the average day
that we've seen. And that gives you, roughly, 336
million standard cubic feet of gas in place per the 280
inches of coal, roughly, that we're going to see in the
Roaring Fork field. And that's, you know, basically on
the average of the 100 standard cubic teet per ton
value that we ve come up -- 1f the -—— obviously, 1f the
gas contents 1n other wells are considerably higher, it
woulc effect this number considerably. We've rounded
1t up to 350, as 1 mentioned earlier, just from the
standpoint of the gas that may be already in the
fractures in the cleat system that gas desorption
to reallize mainly because when
there's the time that i1t takes to
he sample canisters and everything,
considerable amount of gas lost from the
'hen, during the drilling operations
and everything, you may be, you know, several hours or

a day or so that the formations are exposed to basical-
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ly atmospheric pressure that you may have some loss gas
from those inherent fractures and cleat system that yocu
would never pick up on the absorption date that we
would run. So in some cases the actual gas contents
may be considerably higher in Some instances. It's
very hard to determine how much of that gas 1s already
leaked out of the samples before we get a hold of them,
the canisters. That would be the gross in the 80 acres
or whatever and even GRI studies 1ndicate that this
same s:milar problem in how do you estimate the
possibility of the amount of gas 1n those fractures and
cleats and it's very difficulc.

EVANS: Mr. Chairman?

CERAIRMAN: Mr. Evans.

EVANS: Heal quick question. That presupposes you
produced in all 280 .nches which vou're probably not
going to do, correct?

PUSKAF Probably nct. But on the other hand, you
hopefully will be producing irom those coal seams that

have considerably higher gas contents also.

L]

EVANE i1t 3089 1s an example, I would suspect that your

three potential candidates there are wWwar Creek, Raven

PUSKAFR Uh-huh. Well, 1t -- admittedly, we're still

early in the development and my guess 1s we'll probably

&7
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hit just about all these 1f{ we can. And as time goes
on, determine whether those are viable seams or not.

ME. EVANS: Well, I guess my question 1s, I see 100 standard
cubic feet of ton. I look over there for the eight
wells and it look like 80 or 85 would have been a

better number on that. 1 see 280 inches and you

[
[
r*
e ]
=
14

ask -- 1 know that this wi1ll vary scme, but 1 know that

=

YOu track and p ocrate for every one of these seams as

i

r
3 matter c¢f standard procedure. You know, so I guess
what I'm asking 158, [ see a 336 number up there that's
-- ogkay, let's say that's ballpark —— what 1s the low

that you would expect? | mean, there has to be a rance

there somewhere as far as that goes. Have you done any

kind 0of a sensitivity =--

ME NEILL May I jJust make a comment to the way the
gquestions are going In looking at a single well bore,
t's difficult to make approximations for an entire

EVAN I aAgrae
M D'REILL Part of what we're 1rying to deo 1s compare

ring Fork You know, we've got a lot of

x,
4]

|
g5 )
& |

oductive 1n Nora And we're kind of —— just a

Julck alipark scenario, there's more inches of coal
presant in Roaring Fork. there's less gas content.
Those two kind of make a wash and there's greater

68




structural enhancement at the Roaring Fork site. 50,
those are kind of -- in looking at approximations,
there's a whole number of variables here at any given
wall bore. And of course the well bore, that 309%, 1s
and you're iooking at trying to com-
The flexibility --
, I understand --

O"NEIL: @ tlexaibirlitas are significant and, in fact,

10 any given 80 acre unit vyou drill another well, it's

1ng to have different combination of variables or
var:i1able; coal thickness, the gas contents,
the permeability. What we're trying
a good approximation as to what thas
And the combination with the correlative
the mandate irom the Board because of
units, that's why we're here.

L L

m Trying to get a handle on 1s

the range of the approximation 1is?
parameters here? I mean, 1f
and you don't glve me any
about on that, that this could
100 percent low or 100 percent

else and you're asking for 80 acre

asking us to say., "Okay, B0 acres is




appropriate.” I would like to have a little more than

just 280 inches. You know, the rule of thumb type Or a
quick calculation to say, well, why shouldn't it be a
120 acres or 60 acres and we've got eight wells that
cover a section there, but you're talking about
75,000 acres plus. You've got an area that's on the
ther side of a couple of anticlines. You know, 1
guess what I'm tryino to do is for myself say, "Yeah.
this makes , or, no, this doesn't make sense and
Yy and get you to educate me as to why these eight
walls are representative of 175,000 acres that you're
askinc us to put a value on as far as a unit size or a
eld rule that says E0 acres 1s appropriate. And
all I'm getting at 1s to jJust try and come to
say, "well, yvyeah, I can see where this at
and has something for me to hang my hat on.
my own personal looking at this, 1f
[ acres, yYyou know, I want to have some
believe that 80 acres
ppose e, c0, Oor any
know, why
with regard to this number, I think
correct me 11
AN approximation based on averages for

hav us far been dralled. I8 that




MS. MCCLANNAHAN: Okay. So, ! think what Mr. Evans 1s

1§ can you give him a range as opposed to an

average approximation. Would you have an i1dea of what

-y

want:

the range would be low to high? 1Is that what you

Yeah. | , an average tells me a number,
You give me an in the median,
I can make a little more
Hut as far as an average goes, ycu
get 51 which 1s nowhere close

If you see where I'm coming

cComing irom.
s on that because
a typical fracture field like
instance, or a Nora field, the
i1 m&an, You may lave a conven-

conventional horizons and the

e il W

cubic teet recoverable. You

's per well and there's

variables that make up that. Som
1 bed methane productions are very,

tain. We can draill a well and

the coal, sure. sut.,




again, that depends partly on how you define coal.

What 1s the absolute density? What's the cleanliness

of ccal? As I mentioned earlier, 1f we have production
1in Nora field from what we all zero inches of coal.
Why? EBecause was shalier than what our coal cut-of

15, thereiore, we called i1t zero inches of coal ancd

there was a natural fracture there that we were able to
produce out of i1t. 1It's still associated with the coal
Inaudible 1fficult to determine the gas 1in
place. ' irom a canister here forward
and extrapolate - . So there's a lot of things
that makKe 1t difficult put a range. Again, the
geolegic varil : couldn't drill a single well

on an 80 acre unit that would be exactly the same. So,

approximations. We're kind of lcoking for a good

yximaticon and we're saying the gas contents could

ificantly higher than what we're measuring. GRI

that maybe, based on the methodology that 1s

of your gas 1s lost before you cet
Al canistered.
And 1f you're taking only a
lot of cases, yYou may have a

in the fractured sand

, whatever else happens

Yyou've got a real




& not coal, but 1t sure can

el

Lo

I think -- and, vet, I'm trying to get

['ve given you scme sSense of our answer

f you drew a

But the eight wells

L

ls and there's some signli-

covers about half the

area untested. Again,

bore holes about this big

well aware ot what --

L ]

here lot ot

-
Lo ]

a reascnable about

ol

the absolute factors. And,
take multi bore holes 1in an
come up with

averags. So 1 would

as a range, 1 mean, 1t

=Sl -—

- -
-i--i-:il

talking about anywhere

That's the kind of range we're

with that -- again, we're

he i1actors together




with significantly more data than the other field
spacinags have had and en come up with a best approx-
imation considerinc the fact, the important fact of

g the provisional units,

as a Board get smarter, too,

curb 15 the same as YOUrs. wWhat

was done, I guess, at sometime weée also

become more educated. You people educate
little

we should
answers and that'‘s all
hey, make me believe

on something

applied to

-
LS

, you have that

You want tec say. "Okay,
distance
1T Oout that way

YOou want to do

golngc
the road having a
inappropriate sSize on

the public's benefi
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for everyone's benefit. It be-whose's to try and
really get it right or as close to right as we can sO
that we're not, like you said earlier, not too small,

not too large

MCCLANNAHAN: I think the balancing side of that

argument also 1s that at what point 1s an appropriate
point to say that we have enough information to make
this daecision across a field because, 1n the meantime,
we're drilling wells on state wide spacing with

visional units that are beinc implemented by the

O
A
o

1)
L
bl

ard, which puts us in a position of notifying only

¥
|
D
i |
i}

people in the provisional unit. Everyone only in

cn

|II

provisional unit has the ability to elect. Up tall
this point, Equitable 1n consideration of these
correlative rights problems and retroactivity problems
has tri:ed to choose well locations so that we would not
have a problem with retrcactive units at scme later

Llme ner, have a problem with a situation where you

dril]l on a provaisicnal unit and then later the Board

[

1t should have been 80 -- you should of had

.._.
¥
’ 1
-
[
3
]

were not notified and were not

jiven a chance to elect. Do they then have a right to

elec 1t tha later time, which means they essentially

we ridden the well down. inhey have all the i1nforma-




ecide whether to participate or not and we ve

taken all the risks. So, there's a real balancing here
J berween protecting the correlative richts of all the

4 royalty owners as wvell as giving the operators some

o drill wells, which 1s also your charge, 1

6 think as a Board, tecause there's no incentive to drill

. wa'!ls not knowing who 1s goling to participate and how

8 many people are going to participate at some point 1in

E the future. So, vou know, both of those issuas 1 think
10 have to be considered and that's say, certainly, after

n the Board said, "we'll do provisicnal units and that's

i |
L

12 a 1

11 and you guys need to come back to us when you drall
13 mot . We tried to pick walls that were across
s the ii1eld ke tried to come back to you as soon as we
15 had me 1nformatlon Across the ti1eld, present that to

16 vou so that some reasonable decision could be made as

17 yon as possible to protect all those royalty owners

8 and protect all the workino interest owners in the

1g| - ‘

Eﬂﬁ . EVAN ! can fully understand. 1 don't disagree with
|
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24 I X DAHLIN ihe besl Survey we vé got SO far 1f YOu want

25 | t talk a ut tatietics, 18 the comparison between

o




what we see here and what we've already developed 1in

several hundred wells in Nora. And this 1s what we've
done We've come up with the best fit in welighing the
factors that we think contributes to the production of
coal bed methane and that's the adjustment that we made

to 80 acres.

MCCLANNAHAN: I suppose I don't need to -- go ahead.
YOU going to ask —

1 was golng to ask, you know, as far as statis-

YOu mentioned we're not

S Or we don't hit the

Just a straight. you know, compare this
thai: . We've looked at thickness.
We've looked at what we
that drains into because
wWe think going

wa put those factors 1n
the i1ntfluence come out as it does and we
o be bigger than 60 and §0's --
uge step regression --

EXCUuse me;




MK.

1Y

K.

EVANS: [ vou use step regression technigues to find
che most --
DAHLIN: Well, actually, t know. I'm jJust saying

we've got this group ot ampling over here. 1 mean,

|l the information that we do have is in Nora compared

an we do have thicknesses ot
And we know what the general
comparison. That's all we've
We Know what we've got Yyears experience
and we're pretty happy over So we make the

arison and extrapolate over tc Roaring Fork and

when you saild "statistical anal-

5 our pool ot
23]l staterment 1s.

hang our hats

nose el1ght as well as the core
1 Penn-Virginia wells.
1nues. ) ] don't really need to ask

but the last question for Mr.




into account Equitable's experience in
date in the proposed
regarding gas content, coal thick-
testing data, would you recommend B850

appropriate size in Roaring Fork?

MCCLANNAHAN: Those are all the questions 1 have.

CHAIRMAN: Questions, members of the Board?
EVANS: 1'll ask you one, Martain Is 80 acres the only
that you would recommend? WwWhat's the maximum
you would recommend:
size, | mean, could be anything.
basically comas down to, you know,
have now you want to make i1t 81

probably the best wa've got at

s the best estimate that

avalilable data?

the Board?

| "ve got a couple.

CHOSS-EXAMINATION
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R. SWARTL:

name Martin

5 ]
i

your

Martin.

Martin 1

or Mark:

think you've i1ndicated over and over again

that yvour assumption with regard to reserves 1n place
1s calculated as you've just described it at 336 and
vou've rounded i1t up to 350, 1s that correct?

Right.

What 1s vour view of an economic -- 1 mean, the one
that makes economic sense for EREX 1in terms of recover-
able reserves Wnat are the recoverable reserves need
to be for the unit to be economic?

Well, obviously, that's goinc to vary with economics in

general as far as tne future goes and your projections
g far as current jas prices and the cost of operating
the wells Just to more or less break even, probably
in the neighberhood of 250 million or 300 million
regspryva
I ecoverable reserves
¥ Jotr 2 wells 1n the Nora tield, I mean, what
¥ d 1] have ot the -- what would ba a number for
o 'erable reserve n the Nora field that would make
| W ronomically ire we talking 250 to 300 over

80
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there,

Probably.

S0

t

aAre your

RoAaring

real

'.._:! n

apparent

HEIL:

There's

rellel.

L

nat

- e

aCCess

and

M1

or 18
Yes.

EAT
-

a lot

]

nt

can, yYou

= .
L

= -
| S =

Your gas prices

you know,

of times the operating cCoOSLs

add another

factors change
YOou Know,
topographnlc

cthe

and your operating costs although in

vet especially for early data.

are basically the same

1t's relatively new area yet

aren't

comment to that.

as related to the

Strip jobs or

the economics

to make a profit. And

differance: deepaer

more remote, the more 1

topoaraphic

location and building cests.

To0D.

whatever

of what's

there 18

wall, the

t COSLS. You

pipéline and those kind of

Martin, your

s B
o -

the amount o:

ftiel

1n the Eoarinag Fork
of drilla
pay ong

and 30

testimony correctly,

things are

Dast

recoverable

d to make a
ng and to
0ing ocperat-

O million

aarlier 1




think you indicated that out of the reserves in place,

and let's just go with 350 million, okay, per 80 acre

UUh-huh
Your estimate was that the recoverability oI the
1in the Roaring Fork field would be
percent, correct?
could vary considerably. 1 mean, there
not a definite answer 1l guess.
variability in that.
cubilc ieet as a reserves 1n

50 percent, we're down to

would not be economic 1f that

statement. May 17
testiiy, he ouaght
ting back there.

1t. 1 disapprove

that. Eliza-




beth,

1f you will 1t you want to call Mr. O"Neil later

to interject, we'll allow you to do that.

MCCLAN

NAHAN: All raight.

CHAIRMAN: Thank you.

Lers,

jartz continues.) Now, 1f we took three-guar-

which was the high end of recoverability, I mean

715 percent, and we took and we call the 350 -- 360 and

divided by 4, we'd have S0. And 1f we subtracted 90

-
- '0m

360, we'd be right at 250 which 1s kind ot the

bottom end of your recoverable reserves reguired to

makKe

3 Unit econonlc.

RKinc 0f analysis of re-
YOUur range of economics. that

appear to be perhaps a laittle

jestioning and your analysis of 1it,
sppear that way. The other thing I think we
you know, granted, as I mentioned
the 100 standard cubic feet per ton.
the GRI studiles and a lot of the
nave been done on gas contents and
mentioned earlier, there may be
contents may be considerably

Il mean, 1t's an unmeasur-
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10

n

12

13

14

15

able amocunt of gas. It may or may not be lost in the
gathering of the i1niormation. S0, there s a wide range
of possipirlities

Wouldn't you agree, though, that your 336 million

= =
b

component tu g

a

N

we& have togay —--— that

r number takes the best case scenario of every

(i)

number? You know., the number

i)

"

]
0

¥

o |
1

s never going to be bigger than that given the data

s on the table thar we can

[ think the number can be considerably bigger

ot based on anything you've shown us today. 1
wouldn't you agree -- let me ask you -- 1
stood that somebody's testimony. with regard to

35 content that's on the map that's on the leit at

hat was an average gas content per inch in the

| 'E FPer LTon

on, but 1t takes all the inches, the coal inches
consliaeration

all that was sampled I mean, there may be, you

seams that, either in the core hcles or that the

drilled. that particular seams were not

84
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A

sampled
particular
Dlﬁ.‘l"‘: Hut

of all the

And none o©

: -
AT Ton; L

So you don't have any data on maybe those
neams
at least what was sampled, that's an average

samples - the seamg that were sampled?

¢ those averagesgs are 100 standard cubilc ifeet

hey're all less

And one of them 15 as low as Jbo
Eight
And wouldn't you agree that 1t would be highly unlikely

that you would be producing from the total of 280

T L= | &
PFrobably

] E
ealilel Li
anc the wi

il 1 % #

- idAE
- - -

" = i.:l i L™

[ 3 - - % & .

i 1 — ™

KNOwW the
Ltyplca
LIl ':r'-_”

11y ind what we wéere going to do

And 1t comes back to the other quertion

that You Rnow, granted, those are averacges

21ls that have the 38 standard cubic feet per

You say aAre prebably not economic. And

301Ng to risk our money on drilling those

rells. But on the other hand the numbers

nto thoese averages and for particular seams

derably even 1n 3099 where you've got, you

lowest 1 think 15 14 all the way up to 134.

[fi

you

[

‘'re going to try to pick your best seams and

wWea and hopefully the thicknesses and

85




everything

else wWl

hange. And the thicknesses will

vary considerably throughout the field probably even

from off-set to off-set, you know, as far as the degrae

or the qual
How do Yyou

e L
L

._ln.‘.‘q.- "_-I-

schedule of

= Y

ity of

propose

the

tcC

coal and the gas inherent to 1it.
frack these wells i1n the Roaring
of a standard operat-
te be followed?
based on cur experi-
adapt the Nora kind o1
loaring Fork. Granted, 1f, you
structure ot the way Roaring
the larger units, we' design
e larger units. What we've
we have put more sand
~reased the volumes of the 3jobs
t's an ongoing evaluation

oSt economical

ln the fTacks that

Your halt links?

have a standard frack?
models and everything. the

you're probably looking




prc

the

bably

10b would equate

L0 L

Well, what kind o a

your judgement, to

to realistically

arain

1S going to have to

80 units -- your standard

B0 acre units in the

decree, whether you change
be only a matter of, you
an arithmatic type thing,
in volume and in size of
B0 acres.
frack link would you need
half-link -- would you

draining an BO

teat

1.800 1in

vou had S0

that have been {racked -- have

mpleted and fracked: the si1x

1n October?

have been drilled and we've fracked




of them. And they're

them.

irom any cof the wells

the present time?

vent tests that we've got onguing

Y production data irom any oif the
pooled in October?

irom the vent testing 1

PIrovli-

then

he past year.
1on from those wells?
That 1t 1s producing.

shut down.
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neilghborhood ot

think

the last I've seen on 1t was probably in the

70 to 80 MCF a day.

And how lonag has that been dewatering?

Oh. maybe a month.

Where i1s that well? Which one i1s that?

It's one of the further east wells.

Closer to the Nora?

Yeah But, 1 mean., 1t's still a pretty good wWays away
from Nora -- anything producing in HNora.

One of the things in the application that's been filed
for appellant rules 1s to make the six provisional
units that were made or pooled as provisional units in
Jetober permanent 80 acre units. Were you aware of
that?

would vou aoree that you don't have enough production
froms an ¢ those unaits at this pcint to make a stand
along presentation that they ought to be 80's or 60's
\ wouldn't -- 1 mean. other than -- 1 guess. no,
hecause 1t's =-- the early time data that, you know,

we 'y 101 th=r than the comparlsor that we've got ot
thi data velrsus what wa've seen in Nora. I mean., and
that's DU KNOW

) inybody 1n your company,., that you re aware ot, sit

53
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axpa

And
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the

1NCLC

with a spreadsneet and say, "This 18 a typical
This 1s what we expect a typical unit in this
field to look like from a reserves 1n place
dpoint and a recoverable reserves standpoint.” And

also sit down and spreadsheet, "This 1s what the
al costs to drill and complete a well will be 1in
1ng Fork This 1s what we anticipate our monthly
nditures to be, our disposal costs, and so forth."

then run the production of an assumed typical unait,

us the cost to drill and complete the unit, versus
~ost to operate the unit, and then discount the
me stream at some number, assuming the well even

tlowed, to come up with Kind o0f a, you know, an

omlC scenario that says, you know., 1f these thinas
en. this well will pay out and return at some
ntacgs Did anvbody do that?
- 3 t Sure.
i that kind of an analysis, you knaow, that
hare with us to say, "'This 1s what we think
\ N1t going to look like, or this 1s the
- . Know, from good to bad to i1ndifferent
e ' axpecting t Eee® and these are our an-
=ast and these are the numbers associated
2 in you share that kind of i1nformation with
t ard S0 wa could --




Felieve we've already shared all that
We've prasented all the costs of drillinog
e forced pooling hearings. We've
reserves in place testimony at those
We've now presented i1t again here and wa've
rate of return regquirements
explained that we've met those.
rpd -- 1 have 011l and Gas clients

egts and numbers and, 1 mean,

comeone, that vyou're aware
analysls and a cost
sturn analysis with actual

regard of production and

already testified that that's exactly
@se are the numbers.

t have then.

fact that any of
tastimony has ever been given
=

L ARWO

field was approved without

actual production data, vent testing

| mean, I object to this line
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loning becaucse we've already presented thas

Sustalined.
hat's all 1 have.

Lepshltz.

LEPSHITZ One or two gquestions, Mr. Chairman.
CROSS-EXAMINATION
MH LEFPSHITZ
M1 Fuskar you 1ndicatea that you recelved certain
core hole data irom Penn-Virginia How many holes was
that
‘m not sure exactly how many holes were involved. The
geploglsts were gquite a pit involved with that and I'm
not sure exactly how many holes and how much data they
[ - hether or not those holes peanetrated each
. reu would anticipate production from?
T t T ! they cic or not. And I would probably
Y ey hadn' t specially from the deeper seams -- may
I may not have encountered all the seams.
epel 'AmSs would i1nclude the War Creek?
Y &
ne War Creek 1s certainly one of the deepest coal
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A

seams on the property. How would the depth of cover

and pressures effect your abilaty to produce from this

It may be substantial and that's something we're kKind

of learning as we 30 The further west you go,

c

re getting covered by more overburden

and 1t may very wall be a significant factor in how the
wells are treated and completed.

In the exhibits you tendered with regard to, well,

= Gl R 3 ¥ = 1 i
309 . YOUu nDad a nunmber LL I

[
¥

Over what time period does that number originate?

That's probably over a -- probably about a 28 to 30 day
t1m2 f‘rame as from when the core was recovered and

canistered and the analysis done over that time period.

Woulc you antacipate that aeclining
I 1tL particular sample
i Actually., 1t'll probably get higher.
| would anticipate i1ncreased production on that
I te understand
~ the daptl ! the War Creek 158 fairly significant.
. ¢ estab.iished that 1t1's one of the deeper seams.

ey




THC And we've also agreed that that i1s subject to certaln
?t pressures and as a result, assuming you would agree

] that the cleats 1n the coal are more tightly bound and
4 that it i1s certainly less permeable than some of the

5 upper ccal seams?

6l A I can't account for permeability, but it's hard to say
| what differencaes, 1 guess, the overburden and how 1t
affect the gas content.

9H With regard to time permeable production, let me ask

0 again. would you anticipate production from the deeper

' seams to 1ncrease or decrease?
'3*; Probably increase
=3 K Probably increase’
14 1 A Year
15? B Out of curicsity., do you know the size of the core
¥
15 saaples that Penn-Virginia provided to you?
17 H Aontt
8 How would extensive mining in some of the seams, such

[epending n probably the viclinlity ot the active nmininc

nelp to some degree in that, you

?3ﬁ Know, 1: yYou almost get to a gobbed type situation

|

24 | ere partial dewatering may have already occurred and

JO1T pressure is -=- 1t may bte depleted or

||. 34




whatevel

where you're desorbing gas that much sooner

Know, 1n some lnstances, 1t may be a

1t may be possibly a hindrance

long-term exposure to an open
gas may deplete out through the
You know, so you have the
probably both scenarios.

any of these mine bullets that may be

things and our conversations
are aware that some of them
wlitn water.
address concerns both from a mine
and from a production perspective
water in these things?

are already mined?

been mined, then we're bound to

mine dot areas, and seal

stream then i1s also

potential mining 1in

satety 1l1ssues assoclated with




this Ttime, 1 guess.

-

been calculated and considered in your reviews

tar from what we've done, most oOf
ly being mined that I'm
noldas 1s unknown to me.
think the deepest ccal seam being
propably the Derchester.

Dorchester has been extensively mined?

Yeah And we've not completed, vet, I don't think any

den't anticipate any

Chalrman.

the Boarc?

eference to eight wells.

el1ght, please?




i A Let's see. l've got them written down here somewhere.
s (| Pause. ) Okay The s1X provisional units were the

3 DCP's, 3.097. 3,098, 3,099, 3,100, 3,101 and 3,102.

4| 0. How many have been drilled and which ones have been
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6l A Four have been drilled. 3,097, 3,096, 3,089 and 3.101.
O 0kav. On your exhibit, gas content data from side wall

2 core, you've given us one well. What's the content of

9 the gas in 97 for the War Creek?
108 A. For 3,089
n Ye 312

2y A Some of our data -- well, our data indicates that

13 right now

[
w
Ir

&

15 & 17

r TN " - i 1

16 2 maven —saille Well
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AL wasn t sampled i1n 3,09/
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19 [t wa ympled either
<0 : +. % HOW about 9c wnat are the same -- the War
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2l1Q. Let's jump over to 3,101. War Creek?
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War Creek was 35.
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6l O Raven?

Wasn't sampled 1in 2,101.
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BV ¢ Seckley?
9l A 39
10 §| C All raight Out of curiosity, can we go back to the 57,

b § | S5 arn

Could you give me those
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18 i ¢ KAy With the evidence that you presented with your
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seems to be that you gave
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el | 2 iIt's one of the =-- 1t probably is the best well.

2 )i You? ther wells that you've drilled do not support the
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cd |l M ANNAHA? He testitfled these are averages.
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M. MUOCLANDBANAN: Eight,.

MR. MCGLOTHLIN -=- yet you gave us the best well for the

Ll
-

information. You didn't give us an average of the
information You gave us the best one.

- (Mr. McGlothlin continues.) NKow, what's the average
\nformation?

A l1've not really done an average for the iour wells

. Then how can we determins what the --

MS., MCCLANNAHAN: It's an average of all the wells that were

ME. MCGLOTHLIN: But vou've given us the best wall and
rou‘ve given us the tigures for the best well. 3,089

3
J
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" MCCLANNAHAN Thev're all right here on Exhibit E.

ME . MCGLOTHLIN ] man't sae that over there. And the
niormation that vyou gave us here isn't worth a dilly
squat because you can't read the damn shit. Pardon me.

2 tired of you all coming here and gQiving us

P& Z 18 me MY McGlothlin, but these are just
oY I iy reterence ‘he larger scales are --
o tHLIN 31T you're suppose to -- anything that

18T N that wail 15 suppose ™ be given to us. Ten
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copies of each tc

MCCLANNAHAN: Exhibpit E

dDoOut 1n

MUCLANNAHAN 1es 81r.

MASON: As opposed to an average of --

MCCLANNAHAN The tour wells Exactly.

CHAIEMAN Anything turther? Do you have any other
Wiltinesse

MCCLANNAHAN L [= 1 don't Eut Exhibit E, which was
filed with the application which you should all have a
copy ot, has all thesa average gas content for all
"HATREMAN we have that

MO ANNAHAN kay

HA L HMAN MI SWart: 10 you have anything further?
WA N

THATHMADN Mr. Lepshitz, do vou have anything further?

M N MI hairman. I'm John McKinnis. I'm
\DDearit | toda n behalf{ of Penn-Virginia. And

¥
ful
Wl
"
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questions,

BL10nsS,

And | haven't seen

mambers ot

Mr. Chairman.

ask one guestion.

When you talk about an average,

average of these eight wells?

then.

led with the application.

the Board?

are you talking
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1 just ke to state that the application i1is for some
17¢.000 acres. Qut of that, 1 suspect that Penn-
/irginia owns at least half or better of that acreage.
So not only 15 1t a significant mineral owner 1in thls
area, but the largest and perhaps has over 51 percent

of th in this .rea. We want to go on the
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e
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"
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record as i1n support of the application. We think it's
a prudent development scheme and we think that it's

going to be better to have in place a scheme of this
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's development 2f a lot of wells
rather than trying to impose one later after a lot of

walls have peen drilled on some kind of random state

wide spacing. S5So we want to support it and we think
t ! gQood plan
"HAITHMARN Thank you. Anything further from anyone

SIS M1 nairman
HA L EMAN M1 Evans
EVAN! ne quick question. When you say you Suppor
the plan, do you support the i1dea behind field rules or

do vou support 80 acre units or do you support the -—-
RN We're in support of forming the Roaring Fork
1l becd methane gas bill ot 176,000 acres. We're 1n
Ipport t the 50U acre proposed space entitlement and

sack frcm the unit lines and so forth.
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when you said you were 1n support,
say what you were 1in support of.

Thank you.

~hairman:

M

to ask you a couple of questions
going back to this notlice 1sSsue.
a great deal.
to whomever you wish -—- 1t

has exerclised due diligence to

who own or may potentially

bed methane underlying the
Based on what was
tact been done?
think that's been done.
legal i1nterpretation and
would have to make. But the
m sorry, that witness has
*an accurately state what his

4

that was that use the Division ot

lamation records wWe used title

bpean done in this particular area.

publication notice for --

understand that. but this just relates

it® @ach of the parties who own




"Wn An interest?

certainly

think that we were using

to use every available public

I

obtain to list

r available private record which

all those

to the

best of

yYour

Exhibit B every owner or

owner this 176,000 acres?

11

What 1s that the answer to that, Ran?

We're not representing that —-

not representing that they are every

senting thar we did the best we

that

Imacine axpanding that

ually

impossible.

S0 what

10C1Ce ThnAat
'ell beyond

different

we provided in
anything that

publications,




our various =-- title that was

cCan very accurately state

the major owners 1n the

histication to even come 1n
have heard today on
has, therefore,
gquestions Lhat
accrued to any small o1l and gas and/or cocal
claimant and that's the purpose of this
of hearing 15 to be able to put those

¢ Bocard so they can examine

no such thing

- - L]
you e

come forward today.

Ur name 10T
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1'm a senlior

Equitable Resources Exploration.

YOou Suggesting to me that people who are

~ated or are small owners are not entitled to

|
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e best of our ability., through publication
apers and general circulation throughout

hermore, 1 think that those people would
BUut they

pard to aadress their 1nterest.

id have had adequate notice to come

ey 50 choose In comparing this
with others prior to this, we have gone

At anyocne has prior to this time ever give
i 3 never sean noti.ce to this extent
priocr publications -- oI, 2xcuse me. any

applications S0, we have done the very

-
wdhad ¥

*ould and have gone,. you know, beyo

- |
il

lications anc we've done the best thatr we

that notice by certified mail

e
8

re aware of that, yes

o
it
o
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e complied with due diligence and tried
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aral owner ¥25 or no?
vicded publication notice to evervone in
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\ 1 { . Le 1 3 el dild 1L
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u're Emarter than we are, that you

— L L - - -—
and 1t e Nnis kind of stuff to u
Al 1 m c0 -._.I-np."‘l
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anything, Mr.

iocn and you retused to

garding notice, correct:

llil-presentaa

not warrant the
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flat deny based on the

matters of notice:
think, aside from the

1 should rise above

to do this correctly
not think that this

h without

LR ]

motion to deny

r the next




TIMER. MASON: What's the pleasure? Either one's acceptable

Il ME. CHAIRMAN: ] would say that you're better off with the
testimony without having to repeat it and 1t'1l]l give

3 the Eoard the option of bringinag it forward and
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ing additional testimony when 1t comes back
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to repeat 1t If we deny 1, you've

8 10t to start from scratch

9l ME. MASON: HNo. I think that's appropriate.

10 1us- a clarification of that.
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12 and not notify, subject to the particular statutes
13 that's be=en indicated, as opposed to the operator 1is

1-'- A D 1 L -~ Tr:"t i

15 ME hd 5 " Thar"s CoOr: |
. g i - . & 0 EAR . &
16l M2 MCEINNI] 1s reguired to do that
F i ] = F s 1 . ' & = M ] =
7 M CH MA! , That's riaht Subject to tha

8 ri1fication requirements of the Board that are imposed

el g MASON Wwnich are only by publication.
2 ‘ STEELING well, 1f the Board 15 going to do that by
ra publication, then haven't we satisfied the same

24 |i requirement that the Board would be required to do?

25 || i MASON Hut the law doasn't give vou the authority to do
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!HE CHAIRMAN: That's the problem and the Board will make

everly

el

make sure the notice 1s as clear as we
abour what we're bringing forward, that
this and that we're going to continue

AU NEXt meeting. I have a motion

need to clarify for Kevin what's

Thank you.

Any turther discussion? (ALL AFFIEM. )

pval. Wa'll continue this at the next

rthina fturther. members cof the Board?

not filed, but we
/3 program that we wish to Qo
the regquests that we made for
would have the ability during
yplication to go forward with those
50 chose We need some direction of
& going to be able to have a progranm
ty¥Ype O units that we are going to
the 1nspectors office.
s 1n limbo. We have no way
iny type of program. So we need

the Board as to what type of




application

period and,

period may go.

but

any Pasls

M5. MCCLANNAHAN:
we I

du

11l be

at the pleasure of the Board,

we have tToO

The

uested

ng the naency otz

acceptable during this interim

as to how

It's uncertain certainly to

advice our management 1f we have 1n,

forward at all.

L0 4o

concern, I think, 1s that 1f on our
field rules and all the permatting

the application. 50,
a ice perhaps would be to withdraw
that permitting could jJust be

wlde basis during this i1nterim

vyou have any applications panding beiore

time?

them up pending thas

basis for allowing them, on

go :o0rward with that i1ssue?

WAE Trylng Tto Seé.
well, at
Praovisions in

continued on your

I1f wa deny., that
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s provisional

Board,
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can withdraw the app.iication
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only because you're still

es.

problem yvyou've leit us with.

units, you gave us a

and we did and now you've

We would regquest that 1f this 1s

-
L

that we'll simply withdraw
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the pro
We're certainl
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to where the Boarad
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that's the

then we would like to make the

nent

state wide unit
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aclil 5185

anda you

about troactlivity.

ure whenaver. But

wa have no

Iurtner dgdata.

1ll-prepared, but we thought

- -

S

me forward at he earliest

ould protect these

particular

we haven't met ocur burden,

ional units

I

s and we'll

ali

I1'm sorry

that

then
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we

would

nhave n

lack of doing so, but, you Know,

on with our progran. So. 1 think

pasis than to withdraw our applica-

state wide spacing where wa'll
Hoard with multiplicity of
are required under state wide
ten years from now when you
you'd like, then we can
v applied and we
Oow until that timeé oOr
SQ ==
st cut you off and
xactly the way Mr. Mason

1 think you are being

no cpportunity.

direction. You can apply
whatever you want to apply for.
er question. If you're
document, what role would
Resou should play on

would you like us to ifurther
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a're 1ll-prepared or this 1s not

appreciate scme direction on what

O have wWith us.

E mean.
1ent we' d
l11Kke us
Well

come forwa

certified mail
n'‘t have the t
thane and ever
ng application
ongolng proces
he responsibill
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Er 15100 .
= u I Lhat
i = 5 B ¥
i 11
T ‘AT 1Ng 4aat
CAar L Nl
i times 1% 1
o = DB neca
K well

we realize that we've put you and asked

URAY: We also realize that by

the statute that you realistically

T

ould afford to spend the money to

mineral owner in 175,000 acres to

rt

L

~

actually says that you have to
You don't have those resources.
o As due dilroence with coal
hing else 1s proved, we are still
pocling orders, as due diligence
1 S nNot a static situation wWe
¥ to cdo what 1t says within thas
v that we can get around that
ake 1t on our own motion, which
esponsibility. Now, this 15 a
on the docket f{or our next --
that's a thirty-day delay. As 1

rticular 1ssue was continued a

not mistaken 1S That correct?

guess what 1'm asking 1s. 1S
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thirty days that critical to your program?
STERLING: Well. 1t's uncertain 1f it will be thirty
days at this polnt.

CEAIRMAN: Well see, your mannerism of saving the

Basard could take another five to ten years 1s totally

inappropriate. Totally,., absolutely, 1nappropriate,

uncalled for
STERLING: WwWell. I apolcgilze for any inappropriate
comment, Mr. Chairman. I1'm jJust trying to get an
undarstanding itrom the Board as what point in time --
we have been accused of being 1ll-preparea
ll-presented. u know, there was a lot ot
by a lot of pecple. And,
someé direction on what types
irame that
take this on our

can walk 1n here

thirty davs?

formation. AS




think what we're trying to
ties -- letter cof what
constrained toco. Letter of
protect your richts and your
your esource to protect
as richt as we
And all the other
realizing that
tremendous ion, but we don't -- what
ryling to do 1s make the best declsion we
We don't want to make 1t prematurely.
fact, too far down
line as to how far you

acted quick snough, or 1t you act

. i

I think we're
I would ask that
cure a problem as we
with the language of the

another suggestion as to how

Or how wé can actually comply

the regulations and laws are




1 on the notice provisions, 1f you have an out for us,

N 1'1)1 surely listen to your out and see 1f we can accept

3 1t. But as ] see 1t, we're giving everybody an out by
‘e saying we'll take 1t on our own motion because that

Bl relieves vyou of that responsibility that you couldn't
5 meet anyway by your own admission.

7§ ME. STERLING: 1 have nothing on that.
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el : o production for the orderly developaant of the

L O the 1niormation necessary to

pooi boundaries, spacing of the

a4 wells for the pool, and allowable preoduction. Upon

25 idditional findings of fact, the boundaries of a pool
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hall be permitted 1in the

iy
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tered.” And, of course., it
therwlise provided for by the

arly., in both sections of the
ne to be my question was 1§
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12y period and Eguitable needs
willing to do that today to
nitting of wells within the

HOW many wells are we
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Ask my client that.

Yyou want a blanket to

you have some reascnable -- 1f

number, Ken. It wouldn't

weé would have.

1s that what

tical to your program.

an't even cet it 1in.

Yyou had an application

to say. you may have

nead a motion
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. "I ME. EVANS: Then I will move that we allow provisional

2 dri1lling of no more than five wells.

4l ME. EVANS: -- permitting of five wells, 1I'm sorry.
S| ME. MASON: Ken, I think vou ought *o phrase in terms of
6 the stays as provided in 361.20 be lifted as to five
pending the next hearing.
Bl} uz  EVANS: Dkay That's good language. [f that's accept-
1l make that the motion.
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MY M. LEPSHITZ: Mr. Chairman. as a point of clarification, 1s
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12 that le applications or 1s that a blanket
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13 approval of the permit
". l e e =
14} MP. EVANS File

15 || M _HAIEMAN: The Bcara doesn't approve That's simply to

18 that the motion lifts the stay imposed by this

19 saction pending the continued hearing.

21 H ~HATEMAN A BAT 100 3 -

i
-]
I
il
bl
1
L
=]

[

~
& |
"
L+
L |

o mot10on card Anything further?
25 KE ~ 19 1ust comment. your comment earlier
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vou had provided all of the available

the testimony that you had presented

had to present. 1 might just pose 1o

vou might consider some of the questions and

and misunderstandings and other things that

here today anc see 1f there 15 some further

additional i1nformation or other data

hat you might present that

some of those areas and have that ready ior

aear ilng.

That might cover soma of the

irden to
d we consider the operator the
make certalin that we base
the best informa-

realize
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e

that's as

you would




take that bu s D vourself betwaéaen now and next

meeting and try to come ward with any kind otf

clarification anc d: data, that you have to

substantiate th 3 as -- Penn-Virginia and the

parties that maybe could get together. You know,
acre f{ ld rules are the right thing to do then
WwOork oncert to establish that fact for the

that. thank
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