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The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with Section 9-6.14:7.1.G of the Administrative Process Act and Executive Order Number 25 (98).  Section 9-6.14:7.1.G requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the Proposed Regulation


Due to extensive formatting changes, the Department of Mines, Minerals, and Energy (DMME) proposes to repeal 4 VAC 25-100, Regulation Governing Vertical Ventilation Holes and Mining Near Gas and Oil Wells, and to promulgate 4 VAC 25-101, under the same title.  The proposed regulation includes three changes that will potentially affect the regulated community: 1) an expiration date for drilling permits is introduced, 2) the minimum time to wait for cement to dry before proceeding with further work has been reduced, and 3) vertical ventilation hole operators will be required to submit a status report of all permitted vertical ventilation holes to the Chief of the Division of Mines.

Estimated Economic Impact

Permit Expiration

When coal deposits exist underground, issues of property rights can be quite complex.  According to DMME, it is common to have one entity own the surface land (perhaps a residence), a different entity own a coal pocket directly below that plot of land, a third entity own a different coal pocket further below the surface, and a fourth entity own the gas and oil deposits.  When a permit to drill for a vertical ventilation hole (necessary for coal mining) is applied for, affected parties (such as property owners at the surface or different depths) are allowed ten days to file an objection.  So, affected parties do have an opportunity to influence the location of the drilling of vertical ventilation holes.  But under the current regulation, once a permit to drill a vertical ventilation hole has been granted, the holder of the permit may drill at any time in the future.  So, owners and potential owners of the surface land, for example, do not know when, if ever, a ventilation hole may be drilled on their land.  

Under the proposed regulation, the permit would expire if the drilling of the hole had not commenced within two years of the date of the issuance of the permit.  The proposed expiration date is beneficial to outside parties affected by the potential drilling in that uncertainty is reduced and the affected property owners would have the opportunity to influence the location of drilling that affects their property within a set time frame associated with the potential drilling.  The Virginia Coal Association does not object to the proposed expiration date.
  This implies that the proposed expiration date does not produce a significant cost in reduced flexibility of when to drill.  Thus, it is likely that the potential benefits of this proposed change exceed the potential costs.

Wait-on-Cement Time

Under the current regulation, once a cement casing is placed in a vertical ventilation hole, 12 hours must pass before work can resume.  This is to allow the cement to dry and become sufficiently strong.  Also, the cement must be designed to withstand 300psi surface pressure.  Under the proposed regulation, the minimum wait-on-cement time has been reduced to 8 hours and the cement must achieve a calculated compressive strength of 500psi.  According to DMME, the cement currently used in practice can reach 500psi within 8 hours.  Thus, this proposed change allows the operators to resume work four hours earlier without compromising the strength and safety of the cement casing.  Since the proposed new language saves operators four hours of idle time without producing any safety risk, it should produce a net benefit.

Based on data provided by DMME, the four-hour reduction in wait-on-cement time would save the operators about $800 per hole drilled.  There are currently approximately 120 vertical ventilation holes in the Commonwealth, but no permits for new holes have been issued within the last two years.  

Status Report


Under both the current and proposed regulations, vertical ventilation hole operators are required to plug holes when they are no longer used for the purpose for which they were permitted.  This requirement exists for public safety and the protection of the environment.  When vertical ventilation holes in disuse are not plugged, methane gas can seep into the water table.  If the gas becomes present in tap water, it can dissipate out into homes and businesses.  Electric sparks from electric appliances, furnaces, or other machinery can trigger an explosion when methane gas is present.  According to DMME, a few such occurrences of explosions involving methane and residential water wells have taken place..  

In the proposed new regulation, vertical ventilation hole operators are required to annually submit a status report of all permitted holes to the Chief of the Division of Mines by July 1.  The purpose of the report is to provide information that will help aid DMME in enforcing the requirement to plug vertical ventilation holes that are in disuse.  DMME believes that once the agency starts receiving the reports, they will be able to reduce the time that disused vertical ventilation holes are left unplugged, thus reducing the risk to the public of methane gas explosions.  Since no data is available to estimate by how much the risk of methane gas explosions is reduced by plugging a vertical ventilation hole earlier, or by how much the presence of the proposed status report will speed up the plugging of holes, the benefit of the proposed status report cannot be accurately estimated.  But since the cost of potential loss of life, injury and property damage due to methane gas explosions can be quite large, and it is believed that plugging holes does significantly reduce this risk, it is probable that the proposed status report would produce a significant benefit if it does in fact succeed in speeding up the plugging of disused holes.   

DMME estimates that coal companies will invest a maximum of five man-days from technical staff to complete the initial report at $200 per man-day, for a total maximum one-time cost of $1,000.  For subsequent years, DMME estimates that it will take one man-day to update the report for a total cost of $200 a year.  Since the Virginia Coal Association does not object to this proposed new requirement,
 it is probable that the potential benefits of the proposed status report outweigh the costs.   

Businesses and Entities Affected


DMME estimates that two coal companies, 4 to 6 gas companies, 1,000 coal miners, and 8 to 10 drillers will be affected by the proposed regulation.

Localities Particularly Affected


Virginia’s coal industry is primarily located in the southwestern portion of the Commonwealth, including the Counties of Buchanan, Dickenson, Lee, Russell, Scott, Tazewell, and Wise, and the City of Norton.

Projected Impact on Employment


The proposed changes are not expected to significantly affect employment.

Effects on the Use and Value of Private Property


The implementation of expiration dates for vertical ventilation hole permits may affect both the use and value of private property.  Firms that obtain permits will encounter a new restriction as to when they can use the permit.  The value of surface property may be increased by the reduction in uncertainty as to whether holes could be drilled through property at any time forward in perpetuity.    
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