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Thank you so very much for conwmenting on our new proposed legisiative rule, 112 C8R 186,
eporting and Clalming Unknown and Unlocatable interest Ouners Reserved frebe arasts. Your
comments truly helped us better understand the issues,

53

Each of us have somawhat differing inferesis in this matter. The interests of the State
Treasurer’s Offices are 10 make avery offort w ensure the nightful owners receive thetr property
a5 gxpaditiously as possible andto makesyre the ﬂ’i?‘{:u‘id"’ﬂ avallable funds are remitted to the
O andd Gas Reclarmation Fund and the Public Employees Insurance Agency Stability Fund, while
complying with the law, Mr. Melahon seals to proteet the surface pwihers; Mr. Clark seeks o
grotect the variows compantes engaged in the of and ps Industry In ' West Virginda, We spught
vous comments because of the differing interasts of o and your clisnts,

AZGURER JOsR STOWERS
ASSIETANT BRaYE TREASURER



fuly 27, 2018
Page bwi

When revigwing and considering vour commants, we ook great care 1o take each ene inthe
contet offered, as well a5 the potential impact on all of our interests. Glven the tims frane
today, | am anable to respond to sach of your comments, hut will do so this weekend and send
yoru @ spectic response by Tuesday, July 31, 2018,

As vou will note, we have dramatically revised the proposed rule bacauss we believs that many
of vour commaents were appropriste and improvements. Some of vour comments we felt were
pavond the authority pranted (o this Offles by fawe As you will also note, we did not include
some of your comments because we digh not view thern as the right thiog e de.

W o ot expect that yvou will necsssarily agree with the revisions made or not mads.
However, we would ke the opportunity to mestin the next couple of weeks to discuss these
issues. Then when the Legislative Rulermaking Review Commitiae mests, we will alf better
understand each other angd may be able 1o ggree on adaitional revistons,

Thank Vou again for your comments and for vour interests. We truly agpteciate themy

Sinceraly,

General Counset

0§/ wih



West Virginia

Surface Owners Rights Organization

1500 Dixie Street, Charleston, West Virginia 25311
Voice/ VoiceMail 304-346-5891
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Written Comments on
West Virginia Treasurer Proposed Rule 112 C.S.R. 16
"Reporting and Claiming Unknown and Unlocatable Interest Owners Reserved Interests.”

Comment on Proposed §112-16-4.

It is not apparent from the language of the proposed rule or its enabling legislation why
any presumption or other determination of "abandonment" is relevant to these tunds. The author
of these comments is not familiar with the UUPA. But these funds are held, and then either
returned to the mineral owner or forwarded to the two funds stated in the statute and all of this is
provided in the four corners of the statute. One is the Oil and Gas Reclamation Fund which is
near and dear to the members of WVSORO. If making the funds "abandoned" makes them go
anywhere else then this rule provision is not appropriate.

Comment on Proposed §112-16-5.3(a).

The WVSORQ has two concerns. The first is providing all the funds possible to the Oil
and Gas Reclamation Fund to plug orphaned wells. Exhibit F continas data and some pictures of
some of the 4000 orphaned wells that this fund needs to plug. Curent funding sources only plug
4 or 5 ayear! The first, an Upshur County picture, is only 85th on the list. The problem will get
worse as Marcellus shale production drives conventional drillers out of business and shuts in the
lower pressurc conventional wells.

The second concern of WVSORO is to be able to get some notice to the surface owner
that, after seven years, the surface owner(s) can file a court action to get title to the mineral
interest as well as future royalties. When drillers do their title work for the minerals and when
they do their leasing and when they do their permitting work and when they do their unit
declarations, they know obviously where the mineral tracts are located. Mineral tracts are not
universally or reliably mapped in West Virginia. However, the surface tracts are admirably, if
not perfectly, mapped by the State Tax Department. Drillers therefore in their mapping and other
paperwork (leases, unit declarations etc.) almost universally indicate the location of mineral
tracts by reference to the corresponding, overlying surface tax map and parcel numbers.

Attached as Exhibits A, B and C are the plats that three different operators submit with
the application to DEP for their well work permit to drill the well. The tax map and page
numbers are highlighted in orange. Attached as Exhibits D and E are two "unit declarations.”
These instruments show the mineral tracts all or parts of which are included in the "unit" to be
drained by one (or more) horizontal wells are filed in the county record rooms. Again as
highlighted in orange, they show in the later pages that the drillers have and use the surface tax
map and parcel numbers that closely if not perfectly correspond to the underlying mineral tracts.
And if the cotenancy provisions of HB 4268 the driller will know which mineral tracts those
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were and which corresponding overlying surface tract taxpayers should get the required notice in
seven years.

County records, most of which are available on line, would allow a member of the public,
or the Treasurer, to quickly find the name and mailing address of the person paying taxes on a
given surface tract identified by its map and parcel number. It is therefore very important, in
order to give the best possible chance for actual notice after seven years to the surface owner, for
the driller to also be required to provide to the Treasurer the (legible) tax map and parcel number
for each surface tract any portion of which overlies the mineral tract with unknown or
unlocatable owners in question. It would not be burdensome since they almost universally
already have that information. The treasurer could then use that in the publication, or even
better, very quickly send a letter to that person.

The parcel numbers can change over seven years' time as property is subdivided or joined.
It might be burdensome for the driller to have to continue to update that with each quarterly
report, so it may be that this requirement should be only the tax map and parccl identifications as
of the date of the first report. A quick review of county tax records should allow an update at the
time a letter is sent. The owners can also change over time but an up-to-date name and address
(only a year or two old) is available in real time in county records many of which are on line.

Further information not listed in the rule should be included. The treasurer is required to
give a public notice publication. =ty notice/publication needs to contain a map, and in addition a
description of the county, districtisShtershed and stream recognizable by the general public. The
rule should require the driller to prov1de the information making this possible.

The map should locate the property as per state road maps (not the one available at rest
stops, but those maintained by the highway department and used in other public notices).
Generally operators do actual on-the-ground surveys when putting together units, and those
mineral boundaries frequently track at least some of the surface boundaries and roads etc., so this
is not burdensome.

Similarly they have looked at the deeds giving rise to the ownership needed to lease. So

supplying additional information including a description of the county, district, watershed and :
stream recognizable by the general public should be required so something like this could be in [y

the publication. "Unknown heirs of John Smith were leased pursuant to [the statute] and their
oil, gas and minerals are situate in West Union District of Doddridge County on Laurel Fork of
Muddy Branch on the waters of Middle Island Creek and within and underlying all or part of the
surface tracts identificd on surface tax maps as West Union District Tax Map 7, Parcel 8 and
81"

Without these further descriptions and a map, the casual reader of a newspaper will have
no idea where the property is that is being advertised.

Comment on Proposcd §112-16-8. [

It is not stated from a reading 0T The statute or the rule where the interest that is earned on
the funds goes after three years. We believe, and urge, that it go to the fund to be given to the Oil
ad Gas Reclamation Fund and PEIA and that should be stated.

Comment on Proposed §112-16-9. (™
First, this section uses the term property”. That is confusing to a first time reader. It
may have come from language in other Treasurer rules. But the only thing coming to the

2



treasurer pursuant to this rule and its enabling statute is funds. The ownership of the mineral real
property is taken care of by a quiet title action. It is suggested that the term "funds" be used
instead of "property".

Second, there does not appear to be a process for payment of claims or distributions 1o =<t
funds. Perhaps other statutes or rules provide this, but if not should something be provided. E

Comment on Proposed §112-16-13. ||

This section should be deleted &S unnecessary for the reasons set out in our comment on
|112-16-4. It purports to deal with property where "no taker" heirs can be located.

The oil and gas royalties, the personal property in the referenced code section, will never
accumulate beyond what is needed to pay claims. As required by the statute, the treasurer will
estimate that the funds in excess of those needed to pay claims will be distributed to the Oil and
Gas Reclamation Fund and the Public Employees Insurance Agency Stabilization Fund. So there
will be no funds for which there is "no taker".

The ownership of the mineral real property interest does not come to the Treasurer under
the statute. In any event, the ownership interest in real property should remain in its unknown
and unlocatable interest owner state of affairs until a surface owner figures it out and gets title as
provided in the Act. Since real property, including severed real property interests, is taxed in
West Virginia and will be sold for non-payment of taxes if taxes are not paid, there are probably
only two fact situations that result in these unknown and unlocatable property interests. The
most common is probably where one cotenant/heir (technically a "coparcener”) is paying taxes on
an interest that is also owned by a number of other cotenants/heirs. The other is where for some
reason or other the mineral interest in question is un-assessed -- usually a mistake when the
minerals and surface are severed and the assessor does not catch it. No harm in allowing this
state of affairs to remain the same, and the benefit is that the royalty continues to go to its
beneficial purposes until a surface owner shows up and brings suit.

TreasurerRulemakingComment2018-07-24DrafiDbme.wpd
Prepared by David B. McMahon, I.D.
1018 Kanawha Blvd, Suite 1200, Charleston, WV 25301

Voice/VoiceMail 304-415-4288,
E-mail: wvdavid@wvdavid.net
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PRLL . X_. CONVERT DRILL PEESER ... REDRIL FRAGTURE OR STIMULATE .. %..... PLUG OFP OLD
FORMATION ___  PERFORATE NEW FORMATION . PLUG ANDABANDON.._.  CLEAN OUT AND REPLUG . OTHER........
SHYSICAL CHANGE IN WELL {SPECIFY) TARGET FORMATION MARGELLUS ﬁ
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—— .
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ADDRESS ugi}ﬁggemmm“ﬁ 0, BOK 280 ADORESS 15 PROFESEIONAL PLACE  P.0. BOX 280

BRIDGEPORT, W/ 26330 BRIDGEPORYT, WV 26330,
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DECLARATION - NGTICE OF UNITIZATION
AMENDED AND REVISED SMI27 NORTH #2°

TO:

“The Pariies Hsted on EXHIBIT YA, or thelr Surcessors-in-Jaterest

FROM:

EQT Production Company
625 Liberty Avenne

15" Floar

Pittshurgh, PA 15322

NOTICE. i hereby ghien that from the date Turned.in Line, in reasonsble judgment in
good faith, BQT PRODUCTION COMPANY, s Pennsylviinia corporation, has allteated the oil
ahd gis leasehold estates in the Tollowing described leases pitached heveio o5 Babibil A,
Dioddridge County, ‘West Virginis, to form a unit containing 257.7 acres, mote or lss, {the
“SMI27 North # 2 Unis”). The aforesaid lesses will panticipate in the allocation arca. in te
propartian shown s Exbibit A, o

Said eases are shown nind idetsified o the mp or plat attached hereto s Exhibit B and
miadé & part hereof entifled “BOT Produstion Company SME2ZT North #2 Usit”, Seale 1= 800°;
dated Deccruber 19,2013, ) ’

The wells incldod in this allocaion aréd are nwmbired 513163, 514138, and SI3162,
‘Nothing ¢oatained. herein shalf be construed to fimit ths sights of EQT Produstion Campany to

dovelop all formations asd/or stratin uder the sbove described lesses and o use the surface of
{he Jeased premises 35 nevessary to develap the sdue.

The remainder of this document was intetionally ef blank.
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