DMME Gas and Oil Regulatory Advisory Panel Meeting #4
Wednesday, August 27, 2014
9:00 a.m.
Russell County Governmental Center
Lebanon, Virginia


Meeting Summary

Panel Members Present

	Kevin Elkins – General Manager of CNX Gas Virginia Operations, representing VOGA
	Nikki Rovner – The Nature Conservancy
	Bruce Prather – Consulting Geologist, representing the Virginia Gas and Oil Board
	Eric Gregory – County Attorney for King George County
	Ernie Aschenbach – Department of Game and Inland Fisheries
	Jutta Schneider – Department of Environment Quality
	Jim Cornwell – Attorney, Sands Anderson
	Rick Cooper – DMME, Director of the Division of Gas and Oil (DGO)

Panel Members Absent

	Roger Deel – Citizen member, Southwest Virginia
		
DMME Staff

	Michael Skiffington, Program Support Manager
	Bradley Lambert, DMME Deputy Director
	Tarah Kesterson, DMME Public Relations Manager

Mr. Michael Skiffington called the fourth meeting of the DMME Gas and Oil Regulatory Advisory Panel to order at 9:00 a.m. The panel members introduced themselves.  Mr. Skiffington provided a brief overview of previous meetings and of the regulatory process.

Panel Discussion of Baseline Testing and other issues
 Document # 1 – Ground water sampling and monitoring

Mr. Rick Cooper reported to the panel the number of water complaints that DGO has received over the last ten years.  DGO has reviewed its records going back to 1990 and the records show no permanent water loss or contamination from drilling a well or from hydraulic fracturing.  Some temporary degradation has occurred.  Bruce Prather requested that Mr. Cooper provide to the panel the number of wells drilled per year versus the number of complaints.  Mr. Eric Gregory asked Mr. Cooper the different ways for someone to make a complaint and what happens after someone makes a complaint.  Mr. Cooper explained that DGO responds within 5 days and they have to be within a specific time frame and within the proper distance from the well.  Mr. Gregory also asked about the general cause when degradation occurs.  Mr. Cooper stated the cause is generally related to drought conditions. Discussion was made on the different options and what each panel member believes is adequate testing.

Ms. Jutta Schneider asked what is the maximum number of permit applications that DGO has received.  
Mr. Cooper reported that 2010 had the largest number of wells drilled in which approximately 500 wells were drilled which is double and triple the number drilled today.  The years of 2007-2010 were the peak of the industry.  DGO currently averages approximately 200 permits per year.

Mr. Ernie Aschenbach asked if they were vertical wells or horizontal.  Mr. Cooper said there are both vertical gas wells and horizontal gas wells.

Ms. Schneider asked about the monitoring frequencies requested from the previous meeting.

Mr. Michael Skiffington explained in detail the information provided to the panel from the chart.  (Selected Survey of Baseline Water Testing Requirements – handout available on DMME’s website.)

Mr. Kevin Elkins discussed the costs associated with a water analysis.  For example, one water sample per well per application costs the company $714 not taking into consideration any additional administrative costs.  He indicated that if additional sampling is required the cost can jump significantly.
75 x $714 = $53,000.00  This calculation assumes one sample per 7 to 8,000 feet.

Ms. Nikki Rovner asked how many water wells are typically tested.  Mr. Cooper responded that on average 1- 5 well water samples per gas well drilled depending on how many wells fall within the allotted area.

Ms. Schneider asked that there be some sort of integrity testing.  She asked what the panel’s thoughts on taking samples outside of the 500’ radius (.25 mile). Does the panel need to make a provision for that?

Mr. Skiffington discussed other states’ regulations and requirements.  Mr. Skiffington asked Mr. Cooper if he had the average ball park length out of the 160 wells.  Mr. Cooper said the average is 3000’ of the length of the horizontal leg.  Depth is minimum 2000’ from the depth of the water well to the top of the horizontal.  Most are greater than that amount.

Ms. Rovner questioned whether that depth would be the same in the Taylorsville Basin. Mr. Cooper said you would have to drill to test but in the past it has been 3,000-5,000 feet.  It is hard to determine but well below the Potomac aquifer. Most likely more than 3000 feet.  The two deepest wells in Virginia have been drilled in that area and they are 10,000 feet deep.

Ms. Rovner said she supports the ground water testing proposals in the draft discussion document.  She is not clear on how big of an effect the proposal would have on the gas industry.  Mr. Elkins believes that what we currently have is adequate.  Most companies currently sample outside of the 500’ radius.  

Ms. Schneider asked Mr. Elkins if he would agree to changing the methane testing.  Mr. Elkins believes a full sweep of gas testing is not warranted in his opinion.


Radioactivity

Rick Cooper said that radioactivity risks are low in our area per DMME geologists.

Mr. Gregory asked if there is any additional sampling after stimulation.  Mr. Elkins said no,  that would  assume there are impacts and there are not any that we know of.

Mr. Cornwell asked if there are any methane issues with water wells that have no gas wells around them.  Mr. Cooper reported that he has seen gas show up in water wells that have no gas wells drilled around them, as methane is naturally occurring.

Mr. Elkins suggested that most of the time if there is a methane issue that water testing is the answer.
Mr. Cornwell commented that we now have one baseline test and one post-completion test.  The proposal now is one baseline test and two post tests.  Mr. Cornwell asked Mr. Elkins if he believed additional tests are necessary.  Mr. Elkins responded that he believes that one post-completion test is adequate. 

Mr. Skiffington addressed the panel that they seem to be okay with a ground water plan in the permit application.  With respect to the radius issues of the .25 mile, the only issue is with respect to the number of tests and what to test for.    Mr. Skiffington asked the panel if there was a consensus for one or two post-completion monitoring tests.

Mr. Gregory indicated two are needed.  Two of the tests that were surveyed indicated that they required two rounds.  For compromise he indicated he would agree to one round after 6 months and if findings are found then additional testing will need to take place. Ms. Schneider stated she agreed with Mr. Gregory.

Mr. Prather stated that one test is sufficient and anything more than that is redundant.

Ms. Rovner echoed Mr. Eric Gregory.  She stated more information is good. She noted cost concerns are important but her preference is for more testing.  Mr. Cornwell agrees with more tests but agrees one test six months later is good unless something is found and then further testing is necessary.  He supports using a handheld methane monitor.  If the handheld monitor shows something then additional testing needs to occur.

Ms. Schneider asked Mr. Cooper if methane has been detected in water wells.  Mr. Cooper responded that methane has been detected not due to gas wells but mainly due to the fact that the well is drilled down into the coal seam which may allow methane to get into the water well.

Ms. Schneider asked if this is just applicable to Southwest Virginia and doesn’t include other parts of Virginia.  Mr. Cooper said that is correct because there are no coal seams in the Taylorsville Basin.

Ms. Rovner asked if the panel could discuss surface water.  She believes that there should be baseline testing for surface water. Maybe not .25 mile maybe another standard could be necessary but she believes there should be pre- and post-completion testing requirements for surface water.  Mr. Gregory also believes that surface water testing is necessary.

Mr. Skiffington reminded the panel that the topic of today’s meeting was groundwater testing and monitoring and the agency would prefer the panel focus on that.



2nd discussion document (Other Best Practices):  

Mr. Skiffington gave an overview of the contents of the second draft discussion document.

Pressure Testing of Casing

Mr. Cooper discussed casing specifications regarding integrity of the casing and issues that can arise.  Mr. Cooper indicated that the language in the draft discussion document referred to the production casing, which is the most important layer of casing.

Mr. Elkins asked if this could affect gob wells associated with coal mining.

Mr. Skiffington asked Mr. Cooper to generally describe gob wells.  Mr. Cooper explained what a gob well is and how it works.  Gobs are drilled in advance of mining to eliminate methane before the coal is mined to ensure miner safety.  These are used rarely and drilled differently than all other wells in the Commonwealth.  Mr. Cooper stated that gob wells are only used in Virginia and Alabama.

Mr. Elkins stated it may be appropriate to include an exemption to these requirements for gob wells.  Mr. Cornwell asked if the exclusion could be handled in the definitions section. No other panel member commented on a potential exclusion for gob wells.

Ms. Schneider asked if you ever re-simulate the wells where another test is necessary. Mr. Cooper told her yes, wells are occasionally re-fractured.  Ms. Schneider recommends a pressure testing requirement before the well is re-fractured.  Mr. Elkins indicated that it is a standard safety practice.

Questions were asked to Mr. Cooper what happens if the integrity test fails.  Mr. Cooper went over the different methods to resolve the issues involved.

Mr. Cornwell noted that surface water, stormwater, and other terms are not defined in the regulation and suggested DMME consider adding those.

Mr. Elkins suggested removing “…equipment, workforce, and procedures” of the definition of the emergency response plan in favor of more generic terms.

Pits

Ms. Rovner asked about the changes that were made to the regulation concerning pits in 2013.  Mr. Skiffington replied that the 180 day reclamation requirement was the main addition at that time.  

Ms. Rovner also asked if there have been pit failures in Virginia.  Mr. Cooper said there have been a few occasions of pit failures in Virginia.  There have been instances where animals fall into the pits.  The suggested language in the draft discussion document should address this concern.  Most operators are already implementing this process and fencing off the pits.

Mr. Elkins indicated his preference for the West Virginia language with respect to pit requirements.

Ms. Schneider asked how much liquid usually stored in pits and if the 180 day reclamation requirement is typically met.  Mr. Cooper indicated about 80-90% are reclaimed within 90 days.  Mr. Elkins added that weather factors are the usually the only reason that could cause a pit to not be reclaimed within 90 days.  Pits are designed on a case-by-case basis to ensure they will hold the liquids that come back to the surface within regulatory requirements.  

Ms. Schneider asked what exactly is stored in the pits.  Mr. Cooper indicated that it is typically drilling fluids and some fracking fluids.

Mr. Gregory asked about what type of failures have occurred.  Mr. Cooper replied that occasionally some pits have contained more fluids than the regulation allows.  When that happens, operators typically haul the excess fluid to another permitted site.  This is tracked by DGO.

Ms. Rovner asked if the pits are inspected. Mr. Cooper told her yes.  They are inspected every month until the pit is reclaimed and stabilized.

Mr. Cornwell also expressed a preference for the West Virginia language but preferred removing the word “centralized.”  No other panel member expressed a preference.  Mr. Skiffington indicated DMME would review both sets and determine which is most appropriate.

Local government regulations were discussed but those regulations are up to the local governments, not DMME.

Ms. Rovner asked about possibly requiring the use of a centralizer, as Pennsylvania currently requires.  Mr. Cooper indicated the use of centralizers was an API standard but not currently required in the regulations.  Ms. Rovner asked if industry would object to requiring the use of centralizers in the regulations.  Mr. Elkins said no.

Mr. Elkins asked what would be discussed at the next meeting.  Mr. Skiffington indicated that would be decided internally and conveyed to the panel shortly.

Public Comments

Greg Kozera, Nabors Servicing Company -  Mr. Kozera is  concerned about Southwest Virginia jobs.  We need to look at the whole picture because a chunk of the energy used comes from oil and gas.  Mr. Kozera has been doing his job for 40 years and he has yet to see ground water issues that his company has created.

Jerry Grantham, VP Range Resources-Pine Mountain, Inc. Southern Operations - Mr. Grantham is concerned that the same regulations are being addressed again.  We can write regulations for hypothetical situations but how does it affect us in Southwest Virginia?  There is no other drilling in other parts of the state.  The company’s track records are good and speak for themselves.  A $20,000 increase in costs could impact the economics enough for us to not drill

Steve Greer, Consol Energy - Mr. Greer is a Resident/Landowner from Washington County Virginia, and an employee of Consol.  There is no need for regulations to be changed. The current regulations are working and have worked.  The economics in Virginia will change if these regulations are changed.  

Rees Shearer, citizen - Resident of Washington County, Virginia.  He discussed the issues that Washington County, Virginia, is facing with drilling.  He urged the panel to urge DMME to work with DEQ across the state to develop a portable monitoring system that DEQ could manage to check for air quality.

David Clarke, Counsel to VOGA - Attorney from Richmond, Virginia, represents the Virginia Oil and Gas Association.  He reiterates the comments of Mr. Grantham and Mr. Greer.  Need to look behind what is going on in other states, such as the geology, water requirements, etc. In Virginia there is a lack of the problem.

Frank Henderson, President, Appalachian Energy – Mr. Henderson stated that the panel is trying to fix something that doesn’t exist.  There has been 10,000 wells drilled in the state and 8,000 producing wells in the state and there is no permanent water loss from any wells in Virginia.  He believes that the current regulations are adequate.

Gus Janson, Range Resources-Pine Mountain, Inc. -  Mr. Janson is the Manager of Geology for Range Resources-Pine Mountain, Inc. in Southwest Virginia.  He stated that horizontal drilling is not a new technology.  He served on a committee to develop regulations regarding horizontal drilling.  There is no history of any affects of pollution of ground water.  You are trying to develop new regulations for a problem that does not exist in Southwest Virginia.

Leon Boyd, Noah Horn Drilling - Mr. Boyd has worked in the industry for 30 years.  His company drills gas wells and residential water wells.  Some issues are due to venting that is not adequate.  He is concerned about jobs in Southwest Virginia.  The companies in our area don’t meet regulations they exceed the regulations.  Are we really focused on water or are you trying to shut down drilling?

Justin Phillips, Appalachian Energy - Mr. Phillips is a resident of Washington County, Virginia.  The industry has provided a good income for he and his family and he is concerned about jobs in Southwest Virginia.  He referred to the statistics that were mentioned earlier in the meeting showing no problems.

Benny Wampler, Range Resources-Pine Mountain, Inc. - Mr. Wampler commends DMME for a proven track record.  Does DMME need to make regulations more stringent based on the problems that you have seen or just because Marcellus needs to upgrade the regulations?  Tidewater drilling is not likely to go anywhere soon.  He asks the panel to not change the Southwest Virginia regulations but to do separate regulations for the Tidewater region.

Brad Crabtree, Appalachian Energy – Mr. Crabtree is a resident of Virginia and a professional engineer that works in the industry.  There are more than 3 million employees across the Commonwealth who work with some sort of oil and gas industry.  He believes that the current standards are adequate and asks the panel to not add additional regulations that could have a negative effect on Southwest Virginia.



The meeting adjourned at 12:28 p.m.
