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Hearing 5-17

CHESAPEAKE EXHIBIT MOS. 1-10 FOR IDENTIFICATION

dor
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cause numbe
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VST

Ao daf g 0T o
Ank 1aMNY walmm AT

bime a Ccopy O

certified r
the copies
collectivel

ram

received dur

COMmmants re

meErt S WerE

on Commiss
- of the request by Chesa

er from the Commission establishing specia

ereipt cards as Exhibit A from the Commission:

Chesapeake dated April the 13th, &l

ceived after the 10 day comment

pupon marked as above TRdicated and

d nereln.
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COMHISSIONER BARRY LAY the 041 amd Gs

nf the State of W

ADGa lacnid.

'] . ¥ 1i"L 1" ...'. 1] al=1
Kanawha, Lincoln, Logan, Mingo And kWayne
Lot U s 3 Thic 1t docket numer i":'.
i ] v e i 112 IR AL
_—
B 1 Ll
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L LOMmm 55149,

fobert Radabaugh. Barry Lay.

James Martin, and Cindy Raines from staff,

I'd 1ike to place in the record at this

1 &

itice of hearing along with the

of
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e ML

Tegal advertisement

y as Exhibit B: a copy of the request submitied

A5

07 as Exhibit C: a
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ing notice with maps and 11st
he effected operators as D: & copy of commenis

ing the 10 day cosment period as E. and

pericd as F.
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Hearing 5-17-U/ b

DEPOSITION EXHIBITS A-F FOR IDENTIFICATIUNS
2 S3id documents were thereupon marked as above indicated and
are attached hereto.

COMMISSIONER LAY: At this tiee. the Lommission

: F. M Yes, my name 15 Eeith MoTTatt,
-ing on behalf of Chesapeake Appalachia, and with me
H today as witnesses are Brett Loflin. Wr. Ed Rotbman, Rob

S AL TN T MRy 4 - ' ' T T e
14 COMMISSIONER RAY: Cther appearances:

1] MR, MCMAHON: David McMahon, a 1awyer

1?2 représenting surface OWners

i MR GOTTLIER: Richard Gottlieb. here on Beha
14 af Penn ¥Yirginia and due process rights of a1l produeced gas

e Ml -
Argducers.

16 MR, SULLIVAN: Ben Sullivan on behalf of Equity

. B B g ™ ¥
Prodfection LOmpany.

MR. TAWMEY: Kenneth Tawney on behalf of Petrc

m

Fd Resources. WY, LLC. North 5tar Emergy Lorporatian, and

[V}

21 Trans Energy
21 MR. PRESERVATI: Nick Preservati on behalf of
2e Pocahontas Land Corporation and Argas Energy West Virgimia.

£3 LLC
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Hearing 5-17-07 7

M¥. KEIM: Jeff Eeim, Cabot Oil and Gas

MR, MULLEM: Chris Mullen, East American Energy

MR . HELDMAMN: Rooer Heldman, East Resources

L 2. : T

COMMISSIONER LAY Anyone elsey
MR, CUMNINGHAM: Greg Cunningham, Dominion
o - - .- i |K] ol T T
Exmlarsg on angd Froductic
COMAISSIONER LAY:  Typically, at this time, I

would swear the witness put since we have S0 many and we

don"t know who that 1s ooing to be at the time, why don't
we do them dndividually as we call the witness, if that's
a1l right.

HR. MOFFATT: Sure

COMMISSIONER LAY: 1 want to make sure that we
have that on the record. At this time, Mr. Moffatt, you
can procood with your case. Call your first witness.

M. MOFFATT: OQur first witness is Hr. Brett

COMMISSIONER LAY: Mi11 the couwrt reporter
please swear the witness?

r Pu—— — i1
I MILNESS SwWorn. )

e o e e e Bl T G T T i T k™
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THERELIPUN cafs

testified as
EXANI

MOEFATT

i} And by who
il Chesapeake
] And what 1
B 1°m a regu
Q A5 a regul
could you

biesy

P
e e
CEpONAIL

b Basically,

briefly describe some of

LOFLIN
hawing been duly sworn to

Tiol Tows
HATION

would you please state your

m are you employed?

Anpalachia, LLC
5 your job title at Chesapeake?
latory compliance specialist.

atory compliance specialist,

your duties and

anything and everything that

has to do with dealing with state and federal agencies and

the laws and regulations.
|:'_I Ao il Ir

o -

by Chesapeake To

=

-
1]
[Fa)

il There is 3

miliar with the request filed

oyt

rules here

map on an easel which has Deen

e




1 nremarked as Chesapeake Exhibit Number B. 1 believe. Now

red on that
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3 map, 15 FRAT 1|'|:" Arag Wi ch 15 encor :.--lr_;- oy I”':"‘-!':l!-:a"'il

hlock to the right that's labeled, I think, ECA, special

o

7 fiold rules area. IT's also outlimed M MEG

10 f Approximately 560,000 acres

| g you kol how much acreage 15 OWneg or
12 controlled by Chesapeake within that ar ea?

13 A IS paErcent.

] Now, would that be the acreage shdiwn an

L

15 yellow on the map, which has been pre-marksd 45 LNEsapeake

16 Exhibit Humber B?

18 1] Has Chesapeske made reasonable efforts To

1 1 - - - - il + r N
19 notify operators located within the area of Lhe area

I HES T -

20 encompassed by its request for special field rules:

2l A Yes, we have,
2z 0 And could you tell the Commission how

23 many coerators Chesapeake has {dentified?

it N

d=n

o - = e e i o el




land encompassed

‘il

rules |

reulated

you could r

affidayits of publication re

-' Yes, we

0 find

:r.-.: -

the pre-hea

P T T A bl R # +hrauah &1 T
heen pre-marked Chesapeake's exhibits two through six. |

-eview that and let

in this matter!

aid.

could yvou tell us what counties the

- s =1 S —y I .
in Chesapeake 5 reguest ToOr Spek

Within?

coln, Logan, Wingo and

A Boone. Kanawha, Lim

0 And did Chesspeake publish a notice of

onference in papers or NEWSPApETs

countiess

in Those

A fes.

{ I'm going to hand you copies of what ha

me know if those are

3 - 1 e O =7
ating to those newspapers




be two through sewven.

il I believe it w

&

since there are s1x newspaper publications involved: 1s

"5 correct.

=
¥

COMKISSTONER LAY: Exhibits two through seven?

HE WMAFFATT That | ———— 8 o & 4
k. MUFFA at's correct. And, at 5

L T'A & - » ! 3 (1] 1

mg L O OTTET EMIDILs Mumier 1 throddgn | WIGENDE,
NPT T WELR | AY 1F L 3 F, ' prapra—*
COMMT SSTOMER LA 3 at's Mg, wee | dCCED

Ehem as 50
DEFOSITION EXHIBIT MO5. 1-7 FOR IDENTIFICATION
580d documents were admitted dinto the record
MR. MOFFATT: And that's all the questions I
1ave Tor Hr. Loflin

HEARING EXARINER: Do we have any <rass from any

MR, GOTTLIEB: 1 don't think I have any cross,
Cut canm 1 se2 Exnibit MWusber 17
COMMISSIONER LAY: We're going to go off the
record for a minute while they examine the exhibits.
(Break taken.)

MR, GUITLIER ] have just one question for Hr
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EXAHINATION
BY HR. GOTTLIEH

you testified that Ches

[ Mr. Loflin

[=1]

aaned or conkrolled 75 percent of the acreage that you'r

ial field rules Does Exhibit Wumber 1

as Tar as

reflect the entire 26 percent of entities.

Chesapeake kKnows

that has im

rerasl

in the attected

ACTEAgE !
s we could identify, yes. Aay

that 9% mot on that 1ist would hawe been covered by the

advertisemants

lega

MR. GOTTLIEH

Thank o

Mick Preservati Mr. Lovlim,

PRESERVAT L:

£ QUESTIONG,

EXAHINATION

LERVATI

E Looking at this 1ist, did you provide

FS =

notice to any individuals that's not on this Tist via

certified mail?
A Ho. we did not.
is it safe to say that neither

acahontas Land or Argas Energy were provided motice via

(A8

certified mail?

ST FER—— T

e e e T o i R




| Hearing §-17-07 13

| 1 s [ they're not on that b, yes5, that

4 say since no coal companies are listed on TS list. that
5 they didn't get certified notice as well?
£ A That would be correct.

HR. PRESERVATI hark you,

g HEARING EXAMINER: Any other guestions?
questions from members of the Commission:

10 COMMISSIONER RADABAUGH: Mothing here.
COMHMISSIONER GUMM: MO,

1: COMMISSIONER LAY: 1 would just 11ke to have one
definition with regard to 76 percent owned or controlled.
14 Can you define what you mean by owned or cantrolled?

15 THE WITNESS: Yeah. We either have the acreage

w ok i Foes
T 3

legse OF We OwWn L o

17 COMMISSIONER LAY: And that's what's depicted

18 in. 1'm going to assuse yellow, in ExhiDit /

19 THE WITHESS:

—
]
]

2l MEL. MOFFATT: That would be Exhibit F

1 COMMISSIONER LAY: Exhibit 8, I'm sorry. We

haven't entered that ome. You're right, sOTTY.

=]
3

MR SULLIVAN: I've got a question for Wr.

_
ol
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Hearing 5-17-07 14

Lof1in. Ben 5Sullivan with Equitable Production Lompany
2" EXAMINATION
1 BY MR, SULLIYAN

q I Mr. Loflin, when yo this

5 application and noticed the application, wnen you made the
g application. was it your intention to bind the other &5
7 percent: meaning. the other operztors in this acreage, to [

3 - '] 1 == ¥ - 4 (ST AR v me | T T P
coecid T181d Tuies That LNesapegee 5 apid | Y1 fo IEre

11 A [t wasn't our intention Lo bind any ot
11 operators nor to exclude anmy other operators, either way
KR. SULLIVAN: Thank you

13 COMMISSIONER LAY: HMr. Radabaugh?

KR, RADABALGH: That satisfies me.

b COMMISSIONER LAY: Call wour next witness

16 MR, MIFFATT: The next witness 1s Ed Rothman
1! COMMISSIONER LAY: Will the court reporter

18 please swear the witness?

g (Witnass sworn, )

20 THEREURON came,

21 ED ROTHMAN

22 appearing as & witness herein, having been Quly sworn to

21 tel1l the truth, testified as follows:




| Hearimg 5-17-07 b

| | EXAMINATION

| . BY HR. MOFFATT:
4 I'. Mr. Rothman, would you please state your

name for the record

2 I Ed Rothman

A 0 And by whoa are you employed i
A Chesap=ake Appalachia, '
i i And what s your job title?
I'm a semior geologist
10 1] A5 a senior geologist. what are some of |

11 your job duties and responsibilities?

12 || A I'm basically respansible Tor southern
13 West Virginia, eastern Kentucky and Virginia, as far as
14 evaluating properties to drill gas and oll wells

15 0 Mr. Rothman, are you Tamiliar with the
request being made here today by Chesapeske for special
17 figld rules?

13 A, Yes, 1 am,

19 | I And, Mr. Rothman, @0 you REveé EXpEFIENCE

20 || with wells drilled to the Marcellus forsation?
21 h, Yes, 1 ao

e 0 and in preparation for your testimony

23 here today, did you prepare any exhibitsy

L ] - = T JE=rend [ | | - [} S L — L=t — — —
[ 3]




Hearing 5-17-07

| A Yes, 1 did, I prepared the exhibits that

u
o
d
o
-
i
")
I
=
T
L

3 il And the first exhibit on the easel is

| Exhibit Humber B, Could you please describe to The

5 Cofmission what that exhibit demonstrates?

Exhibit Humber 8 15 & map that shows the

T

7 || area that we're requesting specis field rules Tor.

a here's a red or rose colored boundary that encompasses the
area where we are reguesting the field rules for

0 he vellow is acreage that has been

m,

oreviously said that we own or control in the area. The

12 rose colored triangles are 2007 wells that we are working

13 current1y working on to drill in this area. And the

14 || black dots are existing wells that have already Deen

1% drilled in this area.

1¢ And then 1 aleo included the boundary for
17 special field rules that ECA applied for and was granted.
1% ' 1] Mr, Rothman, could you explain to the

19 Commission why vou picked this area or selected this area

a0 || for inclusion in Chesapeake's request for special field
21 rules?

el Iy Thit 5% an area that. you know, we plan

3 to drill a lot of wells in. I think this year we re hoping

- H A B B A BB BB mEm B EEEmB & &= =

i o T . il o e S

i — = ai
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ad

to dri 100 wells 9n this area and Chen we hdve TOENLITIED

another 1,700 location

O

L)
going to be very activ

~a]lus in the next

0 And

have experience in dril

Where dees the Marcel |

Onondaga formatiom?

& It gits directly on top of the Onondaga.
J

well. is 1t a challenge to not dr

the Onondaga?

n It has been a challenge for us to drill

geologists out to try

methods; either using

rate. When you IL th

down. Or we look at samples. And it's Just Deen a very

g in drilling to and through the

L,

gss than 20 feet into the Onondaga

ficult procedure, because the Onmondaga s very gradatial

s in this ared

this 45 an area Lhat Uhesapedke 7%

fEW YR&rs,

how many planned future locations did |
has in this areaf?

r

you mentioned you had experience of
ling Marcellus formation wells.

gt farmation sit in relatian to the

when drilling a Marcellus formation

11 more than 20 feet into

We have sent company
to pick TD, and we pick TD Dy Two

geolograph which shows us our drill

(a1}

= Onondaga, the drill rate slows




Hearing 5-17-07 15

in the area. Sometimes it°s not easily seen with drilled

3 And we also have a lot of problems with
the saaples. because sometimes we don't gather enough

b samples to truly identify whers we're at.

b . I Let's talk about 1ooging the Marcellus

-

T farmation. [Ooes the 20 foot limitatian for shallow gas

a walls nd I'm speaking of the limitations that you may
q emily d 2 fe nto t i daga - d that create any
140 prablems for you, a5 a geclogist, when

12 A We, basically. use two contractors in

13 this area. One of them is Slumber-Jay and their fool

14 length 1s 66 feet, and the other is Allegheny and their

15 too]l length is approximately 34 feet, So. we are only

16 allowed 2 feet of rat-hole, We end up having to bhreak
tools down, which, you know, adds time in the job, It also
14 Adds extra expense

19 0 %o, to comply with the 20 foot T1imitation
2 of drilling into the Dnondaga, it's necessary to break down

] the logging tools to log the Marcellus?

i & That"s correct.

i
al

] Mow, in having to do that. does that




Hearimg 5-17-07 149

Jjeopardize at all your ability to log the entire Tength or
zone, or the entire length of the Marcellus Tormation?

& It does, because even when we break
Slumber-Jay's tools down, one run is 1ike 29 feet and the
other run is 35 feel. 50, ewven with bresking their tools
down, we're not able to log the entire Marcellus.

And. glso. with ."l]'l-j.."“:"r'_".'r'_ on thelr
second run. they take their gamma ray and run it separately
and there's some information that we do that's based from
the first run, because 1t excesds 2 feet in length.

{ A&m I correct in saying that 1 you're not
able to Tog the entire Marcellus formation, it compromises

the guality of the information you receive and your ability

to evaluate the Marcellus formation?

A That's correct.

Q And then is it correct to say that
because vou have poor guality information, it Compromisas
your ability to complete and crack the Marcellus formation?

A Because we don't log the entire section,
veah, we don't get & true reservoir characterization of the
entire Harcellus and it might affect us in taking
perforations and how we design cur fracs.

b i

{ Would the result of this be that you the




P

20

create a risk of leaving recoverable reserves in the ground

if you're not able to perforate the entire length of the

[ ['m going to come wp here and flip your
chart and show you what®s been marked Chesapeake Exhibit
Humber G

Mr. Rothman, is that an exhibit o

prepared 1n preparaticnm for this hearing?

I
al
1=
1
'
i
1

o explain what that demonstrates?

]
.
B
i
-

It's examles of logs that have oone

=

through the Harcellus well to the right from a Limcoln

Lounty well, It's Lincolm County permit number 3246, amd
the well to the left is a well that we recently drilled din

Minga County. It's Mingo 1824,

A

you can see on the well on the right

o ]

Bl

wa had permission from the Commission to deill 1
into the Marcellus and we were able to log the entire
Marcellus interval and the top of the Onondaga.

[f you Toock at the well on the Teft, you
can see clearly our gamma ray didn't get over the

Marcellus, and it Tooks Tike we just barely got through the
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Marcellus on the density information.
and 1'm not sure about the temperature

which is an important tool in shale wells. Our temperature

tool probably didn’t pick up much information on the

0 In looking at Exhibit Mumber 9, 1is it
correct to say then that the informaticn, or the quality of
the information you have on the Tog to the left where you
were not able £o drill 7% feet into the Onondaga, the
quality is poorer than that on the right where you were
able to drill at least 75 feet into the Onondaga?

A That's correct.

{ And did you also mention by having to
break down your logging tools because of the &0 foot
limitation, would that increase the drilling time and
drillimg cost?

A That"s correct. It"s, approximately. an
extra two hours of Lime and then 32,000 extra; 1.000 to the
loaging company and then 1.000 is for the rig,

0 And if it's nmecessary to break down Your
loaging tool to log the Harcellus, does that result in ar
gdditianal run down the hole?

A Ihat's correct
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] Is there any risk in having to do
additional runs down the hole?
B Ihere's always 8 risk when yvou stick, wou

know. Togging tools in a hole that the hole might collapse

ar 1f you gt the tool humg up. 50, theré 95 actuwally 3

] &11 right. Mr. Rothman, I am going to

ki T 2 ; [ o e = Ik e | vl F L
show you what has been marked as Chesapeake Exhibit Number
1r | 1 t ¥ ) r T ¥ T (YTl (14 e Eunlal =y ™o + <
11 I% that an exhibit that you preparad 10 preparatic

far this hearing today?

] Could you please describe what this
exhibit demonstrates?

It 15 similar to Exhibit Number 8 whars

=

1t shows the area that we're reguesting special Tield rules

F. e

or. Qur progossd 2007 locations, again, are shown 0 the

all the wells that nawve bDeen

rose colored tria

dri1led in the area, plus I contoured the Onondaga to the

top of the Oriskany sandstome and that's where the contours

are.

P - o Wl -t [ S [y
1 And doss this map then show The ThiCKness

of the Onondags in the area where Chesapeake had reguested

cpecial field rules?




—
[ ¥ 2]

T

0 And what s the range of thickness

this area?
A, The thickness ranges from Tess than 110
feet to grester than 180 feet

0 IT CF peake 95 allowed to deill 76 fest

below the Harcellus in this area, would that remain §n the

Onondaga formation?
i Y L wou
1} And Jd0 ¥ou know whether or not the

Onondaga formation in this area is capable of commercia

production?
A We do not have any Onondaga production or

any of our acreage and I could not find any Onondaga or

Oriskany production amyvwhere in that area

g i
i If Ch

peake's request Tor special field

3

LU

rules 15 granted. does Chesapeake have any intention to
.|.."| b e == e A gy e s o s i . Il
drill or - extuse me, not drill - complete, perforate and

stimulate any portion of the Onorg

i Mo, we do not.
MR, MOFFATT: I don't have any further guestions
for Mr. REothman and I would offer dnto evidence Exhibits 3

Ehrowgh 10




]

COMMISSIONER LAY: We'll accept Exhibits 8,

DEPOSITION EXHIBIT WOS. 8-10 FOR IDENTIFICATION
4 Said doouments were admitted into the record
L COMMISSTONER LAY: Any cross?

| MR, GOTTLIER just have g guestion or two to

[ 5]

rify as to what 1 understand the scope of the project

3 EAXAMINATION
0 BY MR. GOTTLIER:

11 Q Mr. Rothman, I know vou're a highly

12 regarded poet and 1 was going to ask you to do some

13 mathematical calculations. I wasn't sure whether that was

14 within your expertise or not, but this helps a Tittle bit.
15 As I understand. this is Exhibit &7

16 HR. HOFFATT: Exhibit Number 10

17 HR. GOTTLIEE: Ten.

18 BY MR, GOTTLIEE (Resuming)

Lo

It reflects Chesapeake's proposed

20 || drilling sites for the upcoming year if the Commission

22 # These are wells that are presently in our

BT

23 database that are Tisted as 2007 walls in the system. Some
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may drop out amd SomE may DE a0oed.

] Dkay. 1 understand that's subject to the
topograpny and difTerent --
&, Right
i -= gther considerations, but I Believe
your also mentioned that Chesapeake plans on drilling an
additional 1,100 wells within this acreage?
I said was, we have 1,700 addition:
locations identified that we could dr

{ And when you say “you could drilld
means That Chesapeake believes there mignt De some
commercially recoverable gas in those locations?

[ Fight, and also we have the spacing to do

] My overriding owestion 95, assuming that

Chesapeake obtains these special field rules in the spacing

that it has requested and it drills the asditional 1.700
walls, is there anyway to calculate how much of this entire
acreage s going to be encompassed in Chesapeake’s drilling
of these wells with the surrounding 1,000 foot spacing?

A I would say the m

jority of them would be
deve | opad

0 Can you be amymore specific than the

L — S B e o T2 W N ——— o] e gy ST —
= = - z -

nmn
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based om economics. S0, you know, we might get

locations planned and 7t

don't further dewvelop the ares

S, I mean, this 15 Just @ wery Dig

few Vyears.

Je| |5 are golng to D2

inta an

doesn't work

we plan to do

0 I understand. [ was just. on b= ot
the entities, that the 25 percent, i you will, of gas

nroducers that have interests encompassing this
Ag Wiz 1L hers To3AY,
Chesapeake's proposal - s going to, in effect,
any of these other entities” ability to come in
do we?

A N,

wells,

MR. GOTTLIEE: Thank you.

COMMISSIONER LAY: Other cross?
HR. PRESERVATI:
EXAMNINATION

PRESERVATI:

Ona quick question.

BY HR

not anticipate completing any wells

dle2dye .

we don't know whether your proposal

Space DUt

and drill

in the Onondaga.

part

Mr. Rothman, you said earlier that you go




A To perforate and stimulate the

n 5
Rt
1T

A For production. to enhance production.

0 And can wyou just briefly describe for me,

111 of tivity Chat anticipated 1o oocur in the
ionddda 15 mja ne Harce gt arrect
B That's correct. From my part, 1T°s,

basically, to give us enough room to correctily pick the top
and also to give us enough room to get logging tools
throwgh

{ Okay. And if the special rules weren’t
granted and you weren't allowed to go down to 75 feet and
you were only allowed to go down to 20 feet, you would
sti1l be able to drill the wells: you just wouldn’t be able

to have a11 of the looging information that you would

ctherwise hmave!
) That's correct,
Mi. PRESERVATI: Thank you. HNo further
questions,

COMMISSIONER LAY: Mr, MoMahon?

- e eme e e e o e e e PR T B L -
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1 EXAHINATION

BY MR. MIMaH0N:

P
=

]

khen wvou said spaced out. 1T these are

considerad deep walls, that would be subject to the

5 || adjoining owner's right to, of course. pool some of the

b respurces. Would that be also correct?

] A (No response. )

i i o don € kEnDw the answer Lo that?

1 that ane,

11 | COMMISSTONER LAY: Other questions? COuestions
12 from the Commission?

13 EXAMINATION

14 BY COMMISSIONER MARTIM:

15 0 Mr. Eothman, you made a comment about how

16 you arrived at this boundary. and I think it was something
to the effect that it's an area vou anticipate being active
14 in the future. Can you elaborate on that anymore in terms

19 of the geology behind that, picking that actual boundary?

20 A It's been a very productive area for
£1 Chesapeake and its predecessor companies. We have a number

o of wells, producing wells, in the area right now. We do

A have space to drill additional wells, and we get good




progucton Besides the Marcellus and the rest of the

e

Devonian shale, thers 9z other reservairs that we complete
| 1n the ares, Barrea cngine, Big Lime.

4 50, 1t's just a wery good area for aur
campany and we do have room for a future with 211 of the

0 How many wells would you -- ] mean, how

— e—— —
en

i
y 7 many wells do vou think exist -- how many wells have heen
I 5 drilled in that red outline. would you quess? e 1T you

| don't Teel comfortable, that's fine
10 A L really don't have an exact number

11 fnaybe somebody else that is going to testify cam answer

13 0 Would you know, approximately. how many

14 wells in that red block are below the top of the Onondags

15 have b drilled below the top of the Dnondaga?
16 A Yeah, 11 you look on the map - amnd
17 there’s a Tittle legend down there at the bottom -

18 indicate a green box that s a data paint
149 Cnondaga, And in this whole map there's only 25 data
20 points that went through the Onondaga and into what ]
¢ ident1fied a5 the Oriskany.

22 | how, 1 couldn't tell you how many wells

23 || would have just penetrated the Onondaga, but I can tell you

o
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-

how many wells that T ook

m
C
Eu

hat generated this patt
il 50, the 25 wells would have actually beer

drilled throwgh the entire Onondzoga section?

H That 's correct

o}
-
'.-'
.
=]
L
r
5
a
" g
=
-
T
'l
-
[s1)
.-
"
—
]

based only an

You said you didn't Enow

iernaps had been drilled into the Onondaga, if 1 heard

A Correct
0 50, you wouldn't know how many of those

wE1le L 1 ST ———— TR (. ol Biv EfcEarenn i
we'l15 would be operated or dr led by someone other than

Chesapeake or Chesapeake's --
& o, 1 don"t have any knowledoe of that

i} How about the 25 wells? How manv of

=

those are Chesapeake's wells? Would you know that?
il Db BT wi b = d by E mims -
A Probably about 10 of them. Some of thes

are ald dearn el le 4 ir +hn TR E i}
are old deep wells, This 15 in the area into the Rhome

trough (phonetic) that we drilled or participated with some
tompanies o drill some deep test wells im here. inta the

Rhome trough,

1] fou asked for 75 Teet in your regquest and




gt this point what we've heard is that that"s based, I

Larrect

4 | [s There any magic in that number, 75

) Teety [ heard Allegheny's tools are 69 feet, I think. Is
fi that just kind of 8 round number?

' A Ho. the exact length of Allegheny 1g

e a i bt T T] - g — & - ~ '] .
A A4.42. The exact Tength of Slumber-Jay is B5.8B. So. qb':

12 ] I don't know if wou're the person to ask
d this question, but would you know, approximately. what the

14 drainage acreage s for these type of wells?

13 A Yeah, I think one of our other witnesses
16 can better answer that

17 COMMISSIONER MARTIM: Thank you

B | COMMISSIOMER LAY: Robert?

=

—
(N

EXAHINATION

20 BY COMMISSIONER RADABALGH

21 Q I guess 1t would be safe to assume

22 ["11 g2t back on geology & Tittle bit., One question that

23 -- Or the point I think he was getting at but didn't get

S WA I =n == Em BN BN BN BN BN SN BN BR BN BN am AR
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| totally to it. If you drilled to the bottom of the

2 Marcellus into the Onondaga and you Just do your 20 feet,
3 or less than 20 feet, and you can"t get your logging tool
i clear down below the Marcellus, then res Iy it didn't do

you any good to drill the Marcellus, to the pottom of it

i] ueCause you re stabbing dn the dark: correct?

A Tou know, it just doesn‘t allow wou to

12 N You can't adeguately log it.
14 A Lorrect
14 KR. RADABAUGH: That's 4t

15 COMMISSIONER LAY: T just have a couple of

1o questions.

17 EXAHMINATION

14 BY COMMISSIONER LAy

15 0 fou stated that you had potentially 1,700

20 locations, additional locations, after this yedar s project?

T T T e e e am s oam ER O ER O BR GR AR BR BB

21 A Corract

P
[ 5]

il What spacing where those wells determined

23 upon?




A Those spacings were based on. I believe,

3 0 1.500 feet? fnd those were selected by

I [} T T g - + L - . e
5 A, | selected some of them. KWe did a study

] a numpar of Y

ars ago to determine remaining locations that

would make economic wells and I was one of the

! we thouwaht
d pecple Tnvolved in that, amd I did work some in this area

q but I did mot do all the work

10 U Lkay. I think wou mentioned in your

11 Lestimony that you weren™t aware of any Oriskany or any
12 Cnondaga wells that were productive im this area. Is that

13 what you said?

14 . T '
14 A Yeah, [ couldn’t find any amnd I used a
15 couple of sources. The gas atlas that was done GRI. 1 used

. . .
b that, and ] also used the Oriskany report that was done by

17 Ludley Cardwell in the “7ls, Just to find somethima in

18 || there and I couldn't find anything

3 And then we did an in-house search of
] this area and we did not find any production in either the

71 Onondaga or Oriskany that we had.

i}

Okay. Your Exhibit 10, that represents

& an isopach, you say, of the Onondaga?
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A The Onondaga to the top of the Oriskany

ne top of the Onondaga to the top of the Oriskany. So.

1T'5 the entire gross (nonda ga

) Now, when you're S54y1ng Lnondaga
nterval, does that include the Hurtersville or iz this

purely all Onondaga?

A It would include the Huntersville, yes.

] 03 you know, specifica
thickness of the Onondaga itself and the average thickness
of the Huntersville within these areas?

A ko, T know Trom Tooking at some mud logs
fram this area that there is, sure, within what I call the
nondaga interval. Mow. as far as I know. there's no
Huntersville productionm in this area. either. But there is
certainly present in the Onondaga and Oriskany.

1, In your background. did you look at any
ot the inherent structure over the area? I mean, are el

N an area that 1s highly fractured? Are we potentially

g wWithin the -- within the area

looking &t any fracturi

that you've encompassed here?
A I think I mentioned earlier that this
area, you know, the Rhome trough goes through, which 1z a

Dasement Teature, and it's formed by, you know, multiple




faults and there has been mawement throuwgh time of these

faults. Everytning that 1 lopked at, wou know, [ cowld not

Fingd any of these 25 wells that I looked at im the |

mterval, youw know. I could mot find wiat T woul

call productive zome
] Even with what you broached as

reactivation, you sti11 haven't seen anything that Ted vou

Lo believe there was any productive intervals?

You Enow, one well that [ did have a mud
log on had some small shows in there. but, wyou know, it was
not completed.

Il It wasn't cosplete. but it was -- so.

wis Mot GElermined weether or not it was

productive, you know, commercially productive?

A Correct.

0 Do you know who the operator of that
particular well was?

A Yeah, it was one of the Exxon deep wells
LDlumbia Transmission participated in.

{ And has it subseguently been plugged and

abandoned, are you aware?

& fes

0 Okay. Any of the existing wells that

e T e | i s e T ET I N S S S
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you'we identified here that are in the green, [ think wou
said that you believe that approximately 10 belong to

Chesapeake?

nave Deen active, you know, through time and doing some
deep walls ont these Rhome trowah tvpe ctructire T watili
B OMe Lrdwgh Type SLructures, wWalld

say 10 is & good number.

any a ! rrent |y pr ICINg or active w 0o wou
know?

P =11 - 2 [ 17 b= 3 ¥ d

A, well, the wells that cluster up in Wayne

wounty, is a bia six field 50. those are still

producing, but they don't produce out of the Onondaca

A, Most of the ones elsewhere have been
plugged.

1] Have Deen plugged?

& Plugged or. let's say, plugged in the
deeper formations with that possibly producing shallower
formations

Q P I g | 1 e -
i} a0, they've potentially recompleted some

of these wells, if mot of tham. Is that what vou're

saying?
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2 . U (e of my concerns with this area in
3 Wayne Courty. those being big six productions which are on
Lthe boundary or very close to the boundary of wour

potential development, those are typically sour producing

& oas wells, Are you aware of any others in the areas that
7 might hawve comtaminated the shallow earth formations in the

r

H Uriskany or Onondaga that might lead to H2S production in I

10 A [ can't specifically point out which

Will. Touw kfA0w, 71 15 @ possiDd ity of encountering HE2S

1 gas when you penetrate the Onondaga.
13 ¥ And from your 1sopach, the Oriskany.
14 let's call it -- the shale on which vou penetrate the

15 Oriskany would be somewhers around 100 to 110 feet?

17 4 kay. And those areas are identified in
1% the central part of contact between Wayme and Lincoln

} e e 8 e
= COUmEes

20 &, Correct,

21 (OMMISSIONER LAY: Okay. That's all the

2 guestions I have. Anybody else?

23 HR. HOFFATT: 1've got one follow-up question

——— — e Tr i N TR T TR Fres
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| £ COMMISSIONER LAY: Okay.

K MR. MOFFATT: 1 thimk 4t Tollows up t0 what Hr
I 4 - Martin was asking
) EXAHINATION

BY MR, M

[ ]

ATT (Besumingd:

7 0 Hr. Rothman, i you Took at the Marcellus

1 - - —— - - - . . ] '’ 1
shale formation im the area reguested for special field
- - - - 1 . I o ks o oS-, ]
| miles, 5 it fair ©o sday That you coulg redl LRAL ared as

10 a single gas field from a geological standpoint?

11 A Yes., The Marcellus is very similar in

12 this area as far as the composition in mineralology. The
13 thickness that we've seen so far goes from about sTightly
14 less than 20 feet in the southwest portion to about 35 feet

15 in the north. The rocks are very similar

16 KR. MOFFATT: Thank wou. I don't have any
17 further guestions.

18 COMMISSIONER LAY: You can call your next
19 Witness

20 || BY MR. MOFFATT: The next witness is Rob
21 Schindler,

COMMISSIONER LAY: Wil1 the court reporter

[
(g%

please swear the witness?

I
Lol

e L ——
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tell
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tWitness sworn. )

HOB SCHIWNDLER

4% 4 wWIiness herein, hawing been duly sworn to

uth, testified as follows:
EXAMINATION
BY MR. MOFFATT:

Mr. Schindler, would you please state

I And by whom are you employed?

A Chesapeake Appalachia, LLC.

0 and what is your position at Chesapeake?
A Senfor drilling engineer

1] And please describe for the Commission

some of ¥our job duties and respomsibilities as & semior

drilling engineer,

completing

['m responsible for drilling and

wells in our southeast district

0 In that capacity, you have experience

drilled to the Marcellus formatioa?

o
—
o
LA
—

0 And you heard today that 1f the Marcellus
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well -- 9f a Marcellus well is drilled as a shallow well

£ there is & limitation of being able to only drill about 20

L, Feg—— - i ol = - - - d : I
3 feet into the Onondaga. As & drilling engineer from an

! operational standpoint, does that create any problems for
: A Yes, it doss,
; fl Could you please describe for the

missiom some of the problems VOU TaCe DEeC3use or The

il [} Yes, I°11 just redterate a couple of

11 things, but 1 want to g0 in chronology order. 5o, starting

12 with what Ed touched on, that it is difficult to drill. you

13 krowi, exactly 20 feet or something just Tess than that so

14 we Can get as much space as we can, and Ed talked about the

o

1ooging issuas.

Il
o

= |

Enow That Barry made a comment garlier

—_—
et |

that it is possible. Yes, 1t i possible to drill these

wells, Obwiously. we, along with other operators have been

15 doing that. I does create some difficulties. and then |

20 getting on once we're done Togging. it°s difficult to

21 sat that pipe precisely where you need it. Obwiously, it

ae nas to be in that 20 foot inkterval somewhere to be

23 perforate the Marcellus,




R

Ml

2

measurements. One is a driller's TD. One 15 & Jogger's
0. Typically, there's some discrepancy between those two
and then when you're going into major casing, which one am
l going to set the pipe line

50, what we have to do 1s tag bottom with

the casing. the production casing, to ensure that we are at

might pleg the end of that casing, creating a cementing
prablem, and you also have to spend the extra time and

momey to space out with pop joints at the surface to be

P

-} - - * k= " R SO i :
able to set that pipe exactly where vou wamt 9t im that

o

foot imterval below the base of the Marcellus.

hen next becomes the cementing issue.
Like I saild, since there's a possibility of plugging the
bottom of the casing when you teg bottom, what we do is we
perforate. run a short coupling on bottom and perforate

that to elleve the potential plugging 1ssue. If vou did

k!

plug, obvicusly, that leaves yvour pipe full of cement
a0, we perforate that Joint and what
that's doing 15 causing a problem with the cement bond

around the DoUTom of the casing.
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It w be preferential to leave a longer
gnd solid joint below that so that if there's any bypassing
of either displacement water passing the plug or some air
that entered the system while you're washing up for your
change from cement to water, then that 40 foot solid joint
below where the rubber plug Tands allow for some space for
that contaminated cemenl to be instead of it actually
turning the corner, when it"s going to turn the corner
right below that plug in the slotted joint the way we're
current 1y having 1o operate on these Harcellus wells

arnd then after the camenting, the same

problems that Ed has, although it's not as large of an

1ssue, but getting that bond 1og right on the bottom amd

then being able to swab that water off 100 percent, because
you“re talking about perforating within a few feet of
bottom. If you leave any water, or oftentimes it's going
to be a Tittle bit of what we call a Tittle kit of gray

.

water. It just follows the cement down throwgh to four to

feat

five thousand
Whereas 1f we had just a 1ittle bit of

extra space for that fluid to fall down into, it's a lot

¢leaner. And then when you get to the production of the

well, 9f you re going to run, you leave it some distance up




apowe the Dottom of the hole, because as basic cement fine
ire inherent, and then 1t will i1l up the process
perforation and the gas would still be able to

{ the entire Marcellus formation or
zone, you are going to leawe recoverable reserves in plece?

i Potentially,

A Tes, 1t would
0 ypically, with & deep well, there's a

d SATELY

requirement that you prepare and file a site

u

plan. Are you familiar with that requirement?
A Yes, 1 am.

4] and as a part of this request for special
field rules, Chesapeake 15 asking that the Commission waive
that requirement; 15 that correct?

A hat's correct
And wnat's the basis for that reguest:
that they waive the requiresent for site and safety plan?

A Well, as Mr, Rothman stated, we're asking
for an extra 55 feet that's penetrating an unproductive

Onondaga, Teaving the only question or concern of safety
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being H25, which has been raised by Hr, Lay. and we are
aware of that, and 1t would be owr dntention in all of
these wells to have H?S monitoring equipment on locatior
when we penetrate 9n the Onondaga. And by doing that, st

would appear to alleviate any guestions or comcerns that

schindler
COMMISSTONER LAY: Cross from anvone?
LRO response, )

COMMISSIONER LAY: 1 don't believe [ have
e1ther.  You addressed the safety issye ] was concerned
gbout. Call your next witness

MR. KCFFATT: The next witness is Jeff Cable.

(Witness swaorn. )
THEREURON came
JEFF CABLE
appearing as & witness herein, having been duly sworn to
tell the truth, testified as follows:
EXAHINATION
BY MR, MOFFATT

Q Mr. Cable, would you please state your

ey R e e R T L L S i i
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& Jeff Cable
0 And by whom are you employed?

A Chesapeake Appalachia

i In what capacity?
A Semior reservoir engineer.

| AS @ senior reservoir engineer. what are

your job duties?

! rrorm reserve andlysis Zyailuation
| 11« n the ] f= =1 M - rl ¥
0 D25 that include the area encompassed by

Chesapezke’s reguest here today?
A Tes, it does.
0 Are you familiar with the request made oy

Chesapegke for special field rulec?

&

0 And do you have experience with wells
drilled to the Marcellus forsation?

A Yes, [ do

] Is 1t Correct to say th
relatively new play?

A It's 3 new play for Chespeake. We've
drilled so far 75 wells 9n this area and completed the

MarcelTuws,
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1] Wnat is Chesapeake's current spacing

- Trye kb - - 2
Lhese Marcellus formatio

'ﬁ.:l |:.ﬁ

i Miire &7 " ) 1 i el
A Lurrently, we're drilling om 1,500 foot
spacing, whnich is about 40 acre spacing. S0 Tar from thas B

75 wells drilled to date, we don’t have any evidence of

0 Now, since this s considered -- or since
a Mg U '.=:"'.:Ti|3:| we which 15 drilled 75 feet ko

considered & deep wel it would be subject

to the deep well spacing

Megui remencs, which dreg
between wells and then 400 feet off the lease unit. the

leaser unit boundary Tine

(1%

In your opinion, would it be prudent to

develop Marcellus formation wells based upon that spacing?

Mo, it would not.

=

- - F F o i ! e gl g =k -
] ror purposes of Chesapeake's regquest for

special field rules, you're asking the Commission for

F 1 Ann

spacing or 1,0 i

Detwesn wells and B0 feet an e

inner-boundary line. What's the basis for that request?
A It would allow us flexibility for
Lopograpny 15swes, coal ownerdsurface owner 1ssues. and
150 we have a Tot of existing wells in the area that we

would e drilling deeper potentially drilling desper to
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S yvou drdil |l more Marcellus wells, 15 it

possible will you obtain new informaticn which

you to space these wells closer than 1,500 feet?

A Patentially

HE. MIUFFATT: 1 have no further guestions for

COIMISSIONER LAY:  Any cross?

COMMISSIONER RADABALGH I've got a question
little confused here.

EXAMINATION

BY COMMIZSIONER RADARMIGY:

i n the reguest, you reguest spacing to be
a 1,000 feet, or 2 variance of 1,000 feet. Earlier. we had
talked about when some studies had been done a3 few vears
g0, you had aone your estimates on 1,500 foot spacing,
whnen you came ug with 1,700 patential well sites in the

t Chesapeake”s view of the spacing that they

future. H
need changed for some reascn between the 1.500 fest that
you was working off of a few years ago and 1.000 feet now
that you're Tooking at?

A Well, the 1,600 is our current practice

and while we try to maintain that. we can't always get
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drilled deeper. some of them are within 1,500 foot

K,

Jon
[+5]

ring 5-17-07

i

0 feet an all sides, So, we picke
Me didn"t know if it would be 14, 13. 1.200 feet

we picked 1,000 feet to accommodate that flexibility.

And, also. these existing wells that will

iy

{ Okay. S0, basically, what you're asking

g to have a minimum of 1,00 feet, but it doesn't mear
all of your wells are o Lo be on a U Toor

A That"s correct.
COMMISSIONER RADABALGH: Okay.
COMMISSIONER LAY: Other cro

EXANINATION

BY FR. TAWNEY:

5857

[%a]

} [ was kind of wondering where wou gof

t 1.000. You just kinmd of picked & number faor the

i 1L

arbitrary. We don't plan right now

L
L

going down to 1,000 foot spacimg, but there could be
asions where we could get crowded on one side.  IT ]

ked 1,500, then we would have to come in and get a

ing exception 1F 1t was closer to 1.500

e o T I e e o W TE—
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MR. TAWMEY I'm following your reasoning,

| 've oot 8 couple of questions,

HR. PRESERVATI:
if 1 can.
EXAMINATION
BY HR. PRESERWAT]

0 Earlier you safd it wasn't prudent to
space these wells out at 3.000 feet S0, what do vou mean
by it's not prudent?

i We would be leaving recoverable reserves
in place if we spaced them at 3.000 fept.

i

And what about at 2,000 feet? Would wou
be able to recover some of that reserve you wouldn't be
able to at the 3,000 foot spacing?

&, It's possible. but I beliewe that we
would still, at 2,000 feet, we could still be Teawing
reserves behind.

1, And 18 that based on réserve Study?
What“s that based upon?

A Basically, what we've seen so far in
completing these wells, you know., we're on 1,500 foot
spacing. We have not seen any communication bDetween wells
cuggesting that the dratinage area would be greater than

T E A I"""-
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1 i Do you have any of those 1og reports or

7 anything |ike that here today showing that?

3 il Mz, | do not

“ U And 50 I waderstand, you said that you

b wanted the flexibility of 1.000 feet spacing to address
b potential issues. potential coal issues, topography issues:

/ 15 that correct?

o Thia % Tu bl o =Tt s
1 5 COrrecc.

(! 1] ]
: ) -’ the reguest Tar 1, 1 15 ta
10 address potential issues down the road?

& That's carrect.

12 0 It's not a specific well-by-well basis of

13 addressing issues that exist today im regards to coal owner
14 topography issue?

15 A MOL today. nn

16 1] Az we 51t here today., do you have any

17 documentation or any reports to show you couldn't

18 effectively produce the Marcellus at 2,000 foot spacing?

il 1 do not have documentation. mo.

20 0 Do you have documentation elsewhere, mot

2l nere with you. but elsewhere, that would show that to be

22 the case?
23 4 There"s ng specific reservoir study




that's been done, but based on what we have done to date,

a5 far as cospletion, we have not seen evidemce where the

MR. PRESERVATI:

COMMISSIONER LAY

v QLner

# PR
Anyoms

ing 1.500 feet

=1

b

else?

ons.  Thank you,

he on

(4]
L
o

b guestion I really have. 1 just want to make note that your

foot spacing on center

! current policy s 1.500 s That

i rom the ex1sting wells that are already there 10 shallow

| i e T N NS - . "
LBl 1GAlS U S That what wou use Detwesen wha

10 considering hara o Harcellus test zone?

i the Onondaga or

HE WITHESS: It's

two existing wells, but ir

12 Certain instances, we will 90 closer than 1,500 if 1t's --

3 it we're close to & well that

5 completed in shallower

formation, Barrera and Engine Lin But the shales. we try

i Ciidfl
1

15 || to stay 1,500 fest

16 COMMISSIONER LAY: Oka

Lypically

1 think that was the

i
-

17 only question 1 had.
18 HE. MOFFATT: That's our last witness Qkay |
bl

19 (Break taken.)

20 COMMISSIONER LAY:  Wno would Tike to be Tirst?

M

M. MCHAHON: My name 15 David HoMahor I'ma

rud
%]

|awyer regresenting

i
el

MR. TAMMEY: Your

Honor, Defore we proceed with

f—
—
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David's statement, earlier he indicated that he representad

(%]

cimply landowners or surface owners Y ike to 1
Hs L2 (TWTEMS . 1 B L -":\'1 [

L3

o S M i T
Lhe record precisely who he's representing today.

.h
:
-
=
=3
3
=
-

emp loyed 30 percent of
the time by an organization called Mountain State Justice

Y 4o represent surtace owners. ]'ve

=]
=
[
L
L=

wiritien books, et cetera. He raised a question today and

have genera] authorization to do that rather than specifie
10 authorization Tor this. 5o. 1 will appear now representing
11 Just myself. as a member of the public, but as a lawyer

17 wno by profession represents Tow income surface owners.

13 || COMMISSIONER LAY: Very good

14 MR, TAWMEY: Thank you.

15 MR, HOFFATT: I have one question. Do you own
16 surface property within the area encompassed by

Y7 Chesapeake's request for special field rules?

18 MR, HCHMAHON: Are you talking Loudon Dale? I

- ’ :
g Iive in Loudon Dale. [ own property in Lowdon Dale, whit

BEdd

: . uded s AF ared 3 mas 2 e
U S @ supdtvisien of and a m#gistrate aistrict of Kanawha

21 County .

i =i e =
22 ME. TAWNEY: Okay. For the record. I don't

K believe that that area 15 included within the area
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1 requested for special field rules.
2 COMMISSIONER LAY: Your comments are noted. Mr,
3 HoHaham, 91 you would [ike to proceed with your

a HR  RCMAHCN m David McMahon., I'ma lawyer.

L P - T ¢ S T = - - .
5 By profession. I'm the lTawyer for low in

come peaple and
7] hawe written a book on surface owner's rights and I know
the area

9 || proposition for special field rules in this matter [ do

10 not have particular evidence regarding what the spacing

1] should be, but 1 appear becauwse the presumption behimd the

i5 that these walls in the Marcellus forsation will

12 || spac
13 b2 declared -- are deep wells and will be treated by this
1a Commission to be deep wells, which I think they should be
15 That will allow force pooling unitization which would it
16 the number of wells drilled on surface owners, Full

] unitization is good for everyons, but the people that get
18 paid by the well, I've always thowght fewer wells on

5 surface owners, The mineral owners will have fewer COSLS

£ in getting the minerals out because of fewer wells. The

L

=1

1 reseryoir pressure will not be wasted in getting out gas

from more wells than are necessary.  Envirormentally, {

~a
ma

there's Tess risk with less wells,

™3
Cad




In addition. T should h

[LEIFRRR o

WE MEMLCT oM
garlier at the pre-con that., of course, there 15 also a
surface owners® right £o consent on certain, though not

many, of the deep wells

[ support the Commission's definition of

nterpretation of the rules that these are deep wells, 1
think there's a good public policy to have poaling
nitization for as many w . 1551h]e rom m

b edge | | tary. the oaly distincti SLWEEN QERp

wells and shallow wells for this purpose was a political
compromise over whether pooling unitization shall reach the
shallow wells. to wells that are drilled to shallower

formations.

| appreciate the Commission hearing my

COMMISSIONER LAY: Thank wou. Mext.

MR, GUTTLIEB: I'm Richard Gottli1ed here on
behalf of Penn Virginia 041 and Gas. HMr. Chairmam, we
submitted comments dated May 4th. 2007 that reflected Penn
Wirginia's position which is that it supports Chesapeake's
negd to drill down the 75 foot for purposes of fully

this Marcellus shale formation.

Penin ¥irginia challenges and the only




"a

K|

thing 1t challenges here 15 this Commission’s ability to
grant the spacing request that Chesapeake has made here
today. That objection s based on two things.
One is the statute itself. as explained
n the letter. that we believe that the clear intent of the
Legislature is to not hawe these type of special peer rules

for spacing in this rather large area permitted by this

to the more shallow shale is not permitted under the state

And 1 will not belabor the disCussion we
had earlier about the rules of statutory construction amd
why we believe our interpretation it eorrsct and this
Commission's prior interpretation 45 incorrect

The other observation I would make is
that Mr. Rothman discussed the 1,800 potential wells in
this area. I believe that there 15 & concern with
entities, such as Penn ¥irginia, or Equitable Productiom.
or amyone else, that when the Commission operates im this

fashion, it's certainly not clear from the face of the
application what effect it might have on the ability of
I o ’

ather producers ThAt have existing rights to l.‘.'l'.'-i'1=3|."

shallow gas wells in the affected acr
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1 And notwithstanding Mr. McMahon's

personal plea in favor of spacing, pooling, and & Jot of

surface owners, the fact 5 our

K| that's inm the interest o
4 Supreme Court has recognized that producers with valid

‘ leases also hawve rights

6 | The law of capture as reflected in the

7 Supreme Court case that T cited in my letter recognizes [
4 Chat wi1th reéspect ©o shallow Tormaticams, the law of capture

4 stil11 applies. don't believe the Legislature intendsd to
10 do away with that law of capture:; in fact, to the contrary

I think it's made very clear what the Legislature's intent

12 || was that with respect to shale formation. that would not

13 have the special fields and the regulations were written in
14 accordance with that Tegislative intent.

15 In summary, we oppase for both legal

16 reasons. And 1t's certainly not clear that pooling, forced
17 || pooling or otherwise will truly protect the other .
18 produecer's rights in these respected fields to the extent

19 that they want to go in and drill other wells within this

agcreage. [ don't believe that this Commission shouwld 1imit

[e]
(=1

the rights of these other producers 1T it doesn't have the

g
—

clear statutory authority to do so. Thank you |

3
a3
1

COMMISSIONER LAY: Next.

™a
L=
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MR. PRESERVATI: 1I'11 go ahead and start. Thank

g you, Mr. Chairman. I'm Nick Preservati on behalf of
3 Focahontas Land Corporation and Argas Emerqy. both of which
q are Codl meners and operalors within the area affectad

within the application by Chesapeake. I'11 reiterate

o

- - T | oy | - - N b - e & 4
several of the objections made in our correspondence to the

[= 4]

|| Board yesterday.

B dne being, echoing Mr. Gottlieh's

2 comments. That we believe this Board, this Commission, is
out Jurisdiction to hear this application.

[ believe the Commission 15 limited to
12 only addressing issues related to deep wells, not shallow
13 wells. DQur position 5. in order to be a deep well, it
14 must be drilled and completed in the Onondzga. The wells
15 subject to this application are not and that was stated,

16 simply on the face of the application by Chesapeake, that

_— - - . . S
1

I 17 they would not be going into and completing in the

1E Onondaga.
E 19 For that reason. we believe that the
| 20 Commission 15 without jurisdiction to hear this. It should
21 ceny the application and it should be taking up spacing

2E 155ues with the Shallow a5 Well Review Board,

43 That Teads to my second objection based
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1 upon due process.  IT the coal operators and coal owners
¢ | are being denied their ability to object on spacing

i requirements. for what is. in essence. shallow wells, under
] the shallow gas well statute, 22C-B-A. we have Lhe ability
h to object to any well within 2,000 feet of another well and
f Lhe aperator nas Lo show meed for that specific well to go
r, under the E.““_ oot -'-"il..-lt'f'.l".

a It provision also prohibits any wells

under 1,500 feet spacing of another wel MWe believe tha
10 Lhese are shallow wells and these provisions should be

11 |l applied to the special field rules in this case,

£ He re not talking about eme well and one
13 5pacing application here on a case-by-case basis., They e

14 asking this Board QENY ©r grant spacing approximately

of
15 1,000 feet for 1.800 wells. That's a significant impact on
16 coal operations within this arez of my clients. basically

17 by allowing them to go under the 2,000 fest and 1.500
1B stripping the coal owners and operators of their ability to

15 protect their reserves and ensure that there's adequate

ell spacing to allow them to access their resources.

Fa| Therefore, again, we're asking that the
er requirements ot £20-8-8A be incorporated by thizs Commission

£3 in the application, or in the order granting special Field
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rules, that the Commission does grant the applicatiom.
Agein, just for the record. we will alsa
object on the issue of the notice. the denial of due
process by trying to change distance Timitations of the
shallow wells through this proceeding and again denying the
coal operators and owners of specific individual access by

certified mail to which they are entitled as a matter of

nder the shallow gas well regulatory framework

the application and to review it in opportunity to protect

g5 would be required under the shallow gas

Ke @lso object to any other operators
trying to piggyback onto this reguest due to subsequent
T

procedure of due process of lack of notice he motice

provided by Chesidpeake was Timited specifically to
Chesapeake, no other operators did appropriate notice with
the legal advertisements, et cetera. People reviewing
those motices in the paper would see it limited to
Chesapeake. When you're considering lease lines. et
cetera. within that area. other coal operators or owners

5 NOL on us. ke're

might Tock at that and say “Chesapeake

not affected by this. They don™t have 3 Tease on us. It's
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not an issue.  The scope of it increases significantly

when you add other operators and special field rules. So.
we object on that ground as well.

And Tastly, we reguest that the Board
require a placement of H2S monitors as part of the special
field rule. Thank you.

COMMISSIONER LAY: Hext,

" | 1Al - Bom L IETTE T {151 i
"IN SULLLYAN Ben Sul livan, on behalT of
Juitale ProguctTion Lompany. Just wanted to state that we

don*t have any specific objecticns to Chesapeake's
application here today, although we do feel that there was
no due process to Eguitable or any other producers in the
area that our wells, be they shallow or deep, will be
affected. The motice states on 9ts face that only

these

Chesapeake's wells are going to be affected by
special field rules.

[ do understand that the special field
rule regulations enacted do specifically -- mot
gspecifically, but typically address certain fields rather
than only certain producers im those fields.

In Tight of the special field rule that
it was wvery similar to this application of Chesapeake's

that was granted to Eastern American, which only did ap
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to Eastern American - it did not apply to any cther well:
or any other producers in that field - we would object to

aur wells or our drilling plans being impacted n any way
whatsoever by this special field or application for due
nrocess notification reasons, That's really all I have to
:::"._'.' o that.

M. KEIM leffrey Keim, Cabot 041 and Gas.
cabot has no objection to Chesapeake's request for specia

eld rules. IFf the Board so finds to have tne order

granting special field rules to Chesapsake, whether in
whale or in part. in contrary to its preévious written
request, we wish that these rles not apply to our leases.

COMMISSIONER LAY: Other?

MR HELDMAM E;:l;r_inr- Heldman with East Hesgurces
Mr_ Rothman't 2nd Mr, Schindler's testimony we've seen
exactly the same problems. We drilled one Marcel Tus
ourselves and that's the exact same problems. We agree
with them and I think we would ask that it would apply to
other operating wells That's probably the path that we
would take to try to develop

COMMISSIONER MARTIN: Let me back up to Cabot.
at the end of your statement. did you say that you wamied

this to apply to other operators or did not want this to
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apply to operators!

HE. KEIM: We do not want it to apply Lo Cabot,

COMKISSIONER MARTIN: You do not want 1t to

-

apply to Cabot. Okay. Thank you

COMMISSIONER LAY: Other? Mr. Tawney.

HR. TAWMEY: Your Honor, my name 15 Kenneth
awney here on behalf of Petro Edge Group, Petro Edge
Resources, WY LC, North Star Energy Corporation, and
Trans Energy Corporation,

Petro Ed has Tiled and Worth Star and

Trans Energy are now joining in the initial protest that
was Tiled 1im Wwriting. 1 won't try to relterate everything

that's written there, but simply note that we also object

u

to the Commission's interpretation of whether this is a
deep well or a shallow well, and we believe that they are
mare appropriately considerad to be shallow wells
reserying that legal

Beyond tha

argument, we wiuld support Chesapeake's request for special
field rules to be applied to this area. We agree with all
of the evidence that's come in today that outlines the

reasons for why 1t 15 necessary to drill

Onondaga and the reasons why 3,000 foot spacimg would be




We agreed with Penn ¥irginia that the

Pl
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T
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~ approach would be to s mply apply MO Spaclig
requirement at 211 to these wells, but it the Commission

thei

seps fit to apply any spacing limitation to T request

F

3 then 1,000 should not be -- it should mot De anymore than

1.000 feet
8 Petro Ed. Morth Star, and Trans Energy

auld ask that any acreage that they hawve or 1n Lhe TUuture
10 arauire in this area be included within the special field

rules that is issued 1n this proceading

12 COMMISSIONER LAY: Any other?

13 HR. PRESERVATI: just wanted to make sure 1

14 ¢larify one of my objections earlier. On the piggybacking

15 Il of the other operators. I want Lo make Cl

16 that our cbject 1s; 1) we don't believe
1
17 are legally allowed to piggyback on this application.

the Board so finds, we also obJect

—h

14 fnd 1
1% an the notice, even 1f they are allowsd, the notice was
moroper in this instance to allow others to do it. 3o,

2] ust want ta clarify that on the record.

o L

COMMISSIONER LAY: I understand. Any other?

I

MR CUNMIMGHAM: Can I just ask a question? Is
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that appropriate?

COMMISSIOMER LAY:

d let's hear your Questioh and then we'll determine whether
you can ask it or moC. How's that!

MR, CUMMINGHAM: Greg Cufedndgmam with Domindon

fi E&FP. Arethe wells, the Marcellus wells, going to be

7 commingled with the shallower production?

& not take testimony on. These are treated purely as
10 this particular case, I think it's really irrelevant

11 whether they're commingled or not, because our purpose Tor
12 this meeting is becauwse they're going 75 feet into the

13 or proposing £0 go 75 fest into the Onondaga. not Decause
4 they're Marcel lus or Barrera, Big Engine, wnatever.

15 MR, CUNHINGHAM: The reason of my question is
i the spacing pooled issue. That's oka
17 MR, TAWMEY: If I may, permit me to clarify one
18 position for Petro Ed and for Morth Star and Trans Energy

19 || Yes, if there is any spacing room greater than 1,000 feet

Ma
—
=)

then they will not want to open their acreage intd special

field rules

(%]
k
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21 DOMMISSTOMER LAY: At Ehis point, atter a modest
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amount of deliberation, the Commission has decided that we

MR, SULLLIVAN: LHurprise. SUrprise.

ER LAY: We've got several issues that

and wie will wait for transcripts. We
will evaluate the evidence again, along with
Commission's counsel and address all of the objections and
comments during that deliberation let you know 4t that
I'm gaing to go ahead and close the
record, because we're not going to take any additioma
evidence, We are going to deliberate, So, we'll close the
ecord and at such Lime as we make 8 decision. we wi
notice the parties and we will probably ask for dra
orders from &l nterested parties whd wish to participate
in the process. Anything else that I've Torgotten? We'l]
close the record. Thank you,

[WHERELFDN, the hearing was concluded.)
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