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AGENDA AND DOCKET NUMBERS:

1)

2)

3)
4)

9)

10)

11)

12)

VGOB- 00- 11/ 21- 0845
(Conti nued)

VGOB- 00- 11/ 21- 0846
(Conti nued)

VGOB- 00- 11/ 21- 0847

VEOB- 00- 11/ 21- 0848
(Cont i nued)

VGEOB- 95- 04/ 18- 0499- 04
(Conmbined itens 5 & 6)
(Conti nued.)

VGEOB- 95- 04/ 18- 0502- 04
(Conmbined itens 5 & 6)
(Conti nued.)

VAEOB- 98- 06/ 16- 0670
(Cont i nued)

Approval of Field Rules

VGOB- 00- 09/ 19- 0820
(Combi ne 9-11)

VGOB- 00- 09/ 19- 0821
(Combi ne 9-11)

VGOB- 00- 09/ 19- 0822
(Combi ne 9-11)

VGOB- 00- 11/ 21- 0836
(Combi ne 12-13)

| NDEX
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CNR- 24068
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VC- 4497
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VC- 3169
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13)
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VGOB- 00- 11/ 21- 0837
(Conbi ne 12-13)

VGOB- 00- 11/ 21- 0838
(Conbi ne 14-17 & 21)

VAEOB- 00- 11/ 21- 0839
(Conbi ne 14-17 & 21)

VGOB- 00- 11/ 21- 0840
(Conbi ne 14-17 & 21)

VGOB- 00- 11/ 21- 0841
(Conbi ne 14-17 & 21)

VGEOB- 00- 11/ 21- 0842
(Combi ne 18-19)

VAEOB- 00- 11/ 21- 0843
(Combi ne 18-19)

VGOB- 00- 11/ 21- 0844

VGOB- 00- 12/ 19- 0849
(Conbi ne 14-17 & 21)

VGOB- 00- 12/ 19- 0850
(Di smi ss)

VGOB- 00- 12/ 19- 0851
(Conti nue)
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77
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BENNY WAMPLER: We’1l go ahead and call the meeting
to order. Good morning. My name is Benny Wampler. I’'m
Deputy Director for the Departnent of Mnes, Mnerals and
Energy and Chairman of the Gas and 0il Board; and I’11 ask
t he Board Menbers to introduce thensel ves.

MASON BRENT: My name is Mason Brent. I’m from
Ri chnond. | represent the Gas and Q| Industry.

SANDRA RI GGS: I'm Sandra Riggs, with the Office of
the Attorney General and I'm here to advise the Board.

MAX LEWS: I'm Max Lewis from Buchanan County, a

public nmenber.

CLYDE KING: I'm Clyde King from Abingdon, a public
menber .

BOB WLSON: I’'m Bob Wilson, the Director of the
Division of Gas and G| and Principal Executive to the Staff

of the Board.

BENNY WAMPLER: Thank you. |[Is there any

housekeepi ng of the docket today before we bei ng?
JIM KI SER Wul d that include continuances?

BENNY WAMPLER: It woul d i nclude anything that we

need to do like that.
JIM KI SER: Okay. At this time, Mr. Chairman, I’d

like to ask that the Board conti nue item nunber one until the
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January the 16'" docket in that we’re still attempting to
negotiate a voluntary | ease with one of the two unl eased
parties that’s in that unit and we also have to file a new
plat in that the party that we’re attempting to lease has
convinced us that their tract is different than what our
original plat showed. So, if we could continue that one
until the January hearing, that would be our w sh there.

The second item, we’d also ask that that be
continued to the January docket. We’re attempting tO nove
that | ocation to a legal |ocation.

And we’d also like to continue item number four
until at |east the January docket and quite possibly the
February docket in that we’ve got items to work out there
with the |ocation of a tract and sone notice issues. But we
are going to do nunber three.

BENNY WAMPLER. M. Swartz, do you have any?

MARK SWARTZ: I’'d like to dismiss twenty-two and

continue twenty-three until January to allow us keep | easing.

CLYDE KING Twenty-three?

MARK SWARTZ: Yes.

(Richard Glliam Board Menber, enters the
heari ng.)

BENNY WAMPLER: Anyt hi ng el se?
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MARK SWARTZ: I’'m going to consolidate a bunch of

things. But nothing else that’s (inaudible).

BENNY WAMPLER: Okay. Any objections from nenbers

of the Board for this continuance? Any further discussion.
(No audi bl e response.)

BENNY WAMPLER: Okay. For the record, docket nunber

VGEOB- 00- 11/ 21-0845 is continued until January; docket nunber
VGEOB- 00- 11/ 21-0846 is continued until January; docket nunber
VGEOB- 00- 11/ 21-0848 is continued until January; docket nunber
VGOB- 00- 19/ 19-0821 is di sm ssed; docket nunber VGOB-00-09/19-
0822 is continued until January.

The next itemon the agenda the Gas and G| Board
wi Il consider a petition from Equitable Production Conpany
for pooling of coal bed nethane unit under the Nora Coal bed
Gas Field Oder identified as VCG4497. This is docket nunber
VAEOB- 00- 11/ 21- 0847. It was continued from November. We’d
ask the parties that wish to address the Board in this matter
to cone forward at this tine.

JIMKISER M. Chairman and Menbers of the Board,
Jim Ki ser on behal f of Equitable Production Conpany. M
witness in this matter will be Mr. Don Hall. 1I’d ask that he
be sworn at this tine.

(Wtness is duly sworn.)
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BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, could you state your nane for the
record, who you’re employed by and in what capacity?

A My name’s Don Hall. I'm employed by
Equi t abl e Producti on Conpany as District Landnman.

Q And do your responsibilities include the
| and invol ved underlying the unit for VC 4497 and the | ands
in the surroundi ng area?

A They do.

Q Are you familiar with Equitable’s
application seeking a pooling order for EPC well nunber VC
4497, which was filed October the 20'" of the year 2000?

A Yes.
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Q | s Equitabl e seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
of the application?

A Yes, we are.

Q Is the |l ocation proposed for this well fall
within the Board’s order for the Nora Coalbed Gas Field?

A It does.

Q Does Equitable own drilling rights in the
unit involved here?

A It does.

Q And what is the interest of Equitable in the
gas estate within the unit?

A We have 57.12% | eased.

Q And what is the interest of Equitable in the
coal estate within the unit?

A A 100% | eased.

Q And are all the unleased parties set out in

Exhibit B to the application?

A They are.

Q Now, are you famliar with the ownership of
drilling rights of parties other than Equitable?

A Yes.

Q And what percentage of the gas estate
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remai ns unl eased?

A 42. 88%

Q Now, were efforts made to determne if the
respondents were living or deceased, and if deceased, efforts
made to determ ne their whereabouts, nanmes and addresses, any
successors to deceased individual respondents?

A Yes, it was.

Q And in this case, is the only unl eased
interest the G. W. Smith, unknown heirs, that we’ve forced
pool ed on several other occasions?

A That’s correct.

Q And have reasonable and diligent efforts
been made and sources checked to identify and | ocate any
unknown heirs of G W Smth including primary sources such
as deed records, probate records, assessors’ records,
treasurer’s records and secondary sources such as tel ephone

directories, city directories, famly and friends?

A Yes.

Q And we’ve been unable to locate any?
A I haven’t located anybody.

Q I n your professional opinion, was due

diligence exercised in attenpting to | ocate the respondents?

A. Yes, there was.
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Q Now, are the addresses set out in Exhibit B
to the application the [ ast known addresses for the
respondent s?

A Yes.

Q Now, are you requesting the Board at this

hearing to force pool all the unleased interest listed in

Exhi bit B?

A W are.

Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A Five dollar bonus, a five year term one-

eighth royalty.

Q In your opinion, do the terns you have
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
wWithin this unit?

A They do.

Q Now, based on the unknown heirs, do you...if

they are located, do you request that they be allowed the

10
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follow ng options with respect to their ownership interest
within the unit: One, participation; two, a cash bonus of $5
per net mneral acre and one-eighth of eight-eighths royalty;
three, in lieu of a cash bonus and one-ei ght of eight-eighths
royalty share in the operation of the well on a carried basis
as a carried operator under the follow ng conditions: Such
carried operator shall be entitled to the share of production
fromthe tracts pooled accruing to his interest exclusive of
any royalty or overriding royalty reserved in any | eases,
assi gnnents thereof, or agreenents relating thereto of such
tracts, but only after the proceeds applicable to his share
equal : A) 300% of his share of such costs applicable to the
interest of a carried operator of a |l eased tract or portion
thereof; or B) 200% of his share of such costs applicable to
the interest of the carried operator of an unleased tract or
portion thereof?

A Yes.

Q Do you recommend that if we have any
el ections by the respondent, they should be in witing and
sent to the applicant at Equitable Production Conpany, 1710
Pennsyl vani a Avenue, P.O Box 2347, Charleston, West Virginia

25328, Attention: Ml anie Freeman, Regul ator?

A. Yes.

11
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Q Should this be the address for all
communi cations with the applicant concerning the force
pool i ng order?

A Yes, it shoul d.

Q Do you recommend that the order provide that
if nowitten elections was properly nmade, then a respondent
shall be deened to have el ected the cash royalty option in
lieu of any participation?

A Yes.

Q Shoul d t he unl eased respondents be given
thirty days fromthe date that the Board order was filed to
make their witten el ections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given forty-five days to pay the
applicant for their proportionate share of well costs?

A Yes.

Q Does the applicant expect any party el ecting
to participate to pay in advance that party’s share of
conpleted well costs?

A Yes.

Q Shoul d the applicant be all owed a hundred

and twenty days follow ng the recordation date of the Board

12
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order and thereafter annually on that date until production
is achieved, to pay or tender any cash bonus becom ng due
under any force pooling order?

A Yes.

Q Do you recommend that the order provide that
if the respondent elects to participate but fails to pay
their proportionate share of well costs satisfactory to the
applicant for the paynent of those costs, then their election
to participate should be treated as having been w t hdrawn and
voi d and such respondent should be treated just as if no
initial election had been nmade, in other words, deened to
have | eased under the order?

A Yes.

Q Do you recommend where the order...if the
order...where the order provides a respondent elects to
participate but defaults in regard to the paynent of well
costs, any cash sum becom ng payabl e of such respondent be
paid within sixty days after the | ast date on which such
respondent could have paid or nmade satisfactory arrangenent
for the paynent of those costs?

A Yes.

Q Ckay. In this case, since we have a...both

a conflicting claimant situation and an unknown owner on the

13
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gas estate, do you recommend that all costs or proceeds
attributable to this interest be paid into the escrow fund
until such time as the Board can determine to that operator’s
satisfaction a resolution to the conflict?

A Yes.

Q And who shoul d be nanmed t he operator under
the force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of this proposed
wel | under the plan of devel opnent?

A The well total depth is 2,450 feet.

Q What are the estimated reserves of the unit?

A 400, 000, 000 cubic feet.

Q Now, are you famliar with the well costs
for the proposed well under the plan of devel opnent?

A Yes.

Q And has an AFE been revi ewed, signed and
submtted to the Board?

A It has.

Q And was this AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A It was.

14
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Q I n your opinion, does the AFE represent a
reasonabl e estimate of the well costs under the plan of
devel opnment ?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and conpleted well costs for this---7?

A The dry hole is $86,690 and conpl eted wel |
cost is $177,982.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does the AFE include a reasonable charge for
supervi si on?

A Yes, it does.

Q In your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this w tness, M.
Chai r man.

BENNY WAMPLER: Questions from nenbers of the Board?

(No audi bl e response.)

15
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BENNY WAMPLER: Do you have anything further?

JIM KI SER: We’d ask that the application be
approved as submtted, M. Chairnman.

CLYDE KI NG Excuse ne. M. Chai rman?

BENNY WAMPLER: Yes, M. King

CLYDE KING Could you, on the map where...can you

tell us...nme, exactly where the G W Smith property is?

DON HALL: Looking at the square CBMunit, |look to
the South of the Southern unit line, you see the G W Smth
hei rs?

CLYDE KING Ri ght.

JIM KISER: So, it’s the---.
DON HALL: It’s all of that in that wedge shape
pi ece going to the North of that.

CLYDE KI NG: so, the well that’s you’re going to

drill is on that property?

DON HALL: It’s on...it’s on the property where the
oil and gas is, but the coal conpany owns the surface and the
coal and we're just force pooling the gas here.

BENNY WAMPLER: Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: |Is there a notion?

MASON BRENT: M. Chairman, | nove that we grant the

16
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application as submtted.

BENNY WAMPLER: |s there a second?

MR G LLIAM: I’11 second.

BENNY WAMPLER: Motion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval

The next itemon the agenda i s reconveni ng of
docket nunber 95-04/18-0499-04 concerning PGP unit W29 for
further consideration of applications filed by certain
claimants for cal cul ations and thereafter disbursenent to
them of funds on deposit in the drilling unit escrow account.

MARK SWARTZ: This is Mark Swartz. We...our first

notice that there was an applicati on was when we got the
docket and so...although we were trying to---.

BENNY WAMPLER: Can you hear hi nf?

(Court reporter indicates negatively.)

MARK SWARTZ: Al t hough we have been trying to work

with the bank. I don’t (inaudible). The supplemental orders

17
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were entered in these two...or supplenental orders were
entered in these two docket itens five and six, W29 and W
30, within the last nonth, | think, and we got copies a
coupl e of weeks ago. And Les and | were kind of surprised to
see these on the docket because we didn’t...if there is an
applicant or application for claimants that have cone
forward, you know, we’ve never seen it. I mean, up until
today even. And we'’ve---.

SANDRA RI GGS: The suppl enental order put us notice

of the split agreenent. |Is that what happened?

MARK SWARTZ: WMaybe.

LESLIE K. ARRI NGTON: But we did file suppl enent al

and you did record it and sonething---.

SANDRA RIGGS: | think that what happened is in the

suppl enental, you put the Board on notice that there was a
settlenent of the conflicting clains---.

LESLI E K. ARRI NGTON: Ckay.

SANDRA RIGGS: ---but virtue of split agreenents.

LESLIE K. ARRINGITON: I quite simply didn’t realize

it was going to work that way. | thought we were going to
have file an application.

SANDRA RI GGS: Well, you can if you want to, Les.

LESLI E K. ARRI NGTON: Ckay. No, no. | thought that

18
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was the way it was going to work. But if that is, that’s

fine.

SANDRA RI GGS: Ckay.

MARK SWARTZ: So, then we got...we called over to
Bob’s office and got a copy of a letter---.

SANDRA RI GGS: The three part letter.

MARK SWARTZ: Right. Which we...but we didn’t get
it until we called even though it showed that it had been
mai led to us well in advance of our call. So, what happened
then is that we have started interacting with the bank to try

and generate the accounting that we need. So, | think it
woul d be prudent to just put this off...these two off until
next nonth and Anita will continue to work on that and if

we’ re done next month, great, and if not---.

LESLI E K. ARRI NGION: Yeah, we’ll be ready.

MARK SWARTZ: We shoul d be?

LESLI E K. ARRI NGTON: Yes.

MARK SWARTZ: Ckay.

LESLI E K. ARRI NGION: We’ll be ready.

MARK SWARTZ: To take care of the split agreenents.

SANDRA RI GGS: I don’t see a problem with that.

There’s no application. I think the three part letter got

generated by virtue of the notice contained in the

19
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suppl emental order that there was a split agreenent.

LESLI E K. ARRI NGTON: Ckay.

MARK SWARTZ: And if we’ve got...would have gotten

the letter, | guess we probably woul d have been able to
figure that out. But, anyway.

BOB WLSON: M. Chairman, for the record, our

mai | i ng records show that that letter went out on Novenber
the 21°" and was accepted and received by an R Cartwight on
11/27. So, I'm not sure what happened, but the notice did go
out .

LESLI E K. ARRI NGTON: Yeah, sonethi ng happened. W

don’t know what happened.

MARK SWARTZ: | nean, | got this...the suppl enental

orders were nailed to me on the 21°%, | mean | know t hat
those cane to ne at about the sane tinme and we were concer ned
t hat nmaybe that receipt pertained to the supplenental orders

as opposed to the letter. I don’t know.

BOB WLSON: No, no. According to our nmail records,

these were the three part letters---.

MARK SWARTZ: Ckay.

BOB WLSON: ---and the other entities who got them

did receive them So- - -.

MARK SWARTZ: Okay. We’ll be ready in January with

20
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the accounting so we can take care of that.
(Board nenbers confer.)

BENNY WAMPLER: Okay, without any objection, we’ll

just continue those two, itens five and six on the agenda

until January. Hearing none, they’re continued.

CLYDE KI NG Five and six?

BENNY WAMPLER: Item five and six, yes, sir, on the

agenda t oday.

The next itemon the agenda, the Board wl|l
reconvene docket 98-06/16-0670 concerni ng Equitable
Production Conpany unit VG 3169 for further consideration of
the applications filed by certain clainmants for the
cal cul ations and thereafter disbursenent to them of funds on
deposit in the drilling unit escrow account. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
Jim Kiser on behalf of Equitable. We’re a little further
down the road, | guess, on this one than on those other two,
but I'm not sure that we’re where we need to be. What do
your records show on the three part letter for this well?

BOB WLSON: I didn’t bring that because it wasn’t

in contention with---.

21



© 00 N o o b~ w N P

T O e =
N~ o o A WN R O

18
19
20
21
22
23
24

JIMKISER | never---.

SANDRA RI GGS: VG- 3169?

JIM KISER  Yeah. | never got a copy of it.

BENNY WAMPLER: Hand hi m t he Decenber the 1°.

JIMKISER |s this the Decenber the 1° thing?
Ckay, | do have that. GCkay, we have our tract by tract
accounting and | faxed both Ms. Riggs and M. W] son
yesterday, and we’re confident that it’s accurate. The
problem | have is, if we read the three part letter in

talking to Mel anie Freeman up in Charl eston yesterday who
handles these sort of matters on Equitable’s behalf, to her
know edge, and she checked with her supervisors, to her

know edge, no one fromthe escrow agency has ever contacted
Equitable to match up the accounts. W feel like this is
accurate and if you want to put down an order with the caveat
that this be matched up with the escrow agent, that’s fine or
we can continue it.

SANDRA RIGGS: Well, we could submt this...this

just came in last night, so I didn’t get a chance to fax it
up to Ballinghoff, but we could do that.

JIM KI SER: But isn’t there...isn’t the burden on
the escrow agent when he receives this letter to call the

unit operator? That’s the way I read it.

22
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BOB WLSON: Yes.

SANDRA RI GGS: I think that’s right.

BOB WLSON: Actually they...the bank is supposed to

contact the people involved with the di sbursenent and

we...they not only receive the three part letter but we had

conversations with themin which we pointed that out to them
But somewhere or another, this obviously fell through the

cracks. We’ll need to do some pushing on that again.

BENNY WAMPLER: We’d be better off to continue that

until January as wel|.
JIMKI SER To nake sure that everybody is square?
BENNY WAMPLER: Yeah. And get the system working

the way it’s supposed to work.

JIM KI SER: And what...I mean, you don’t have any
problemwith ny client contacting the escrow agent if they
don’t hear from them, do you, just to push this thing along?

BENNY WAMPLER: No. No problem They need to be

ready to do it in January anyway.
JIM KI SER  Ckay.

BENNY WAMPLER: Okay, the next item...we’re on---.

TOM EVANS: May | ask a question?
(No audi bl e response.)

TOM EVANS: I’'m Tom Evans with Coastal Coal Company
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and these are the Smths. W were involved in this issue
that you were just discussing. WII|l we need to appear here
again in January?

BENNY WAMPLER: Onh, okay.

SANDRA RI GGS: Has he received an accounting?

BENNY WAMPLER: That’s what I started to say. Have

you received the accounting?
JI M KI SER No.
TOM EVANS: I don’t think so.

BENNY WAMPLER: Well, you can have my copy and we’ll

give you a mnute to look at it. This is...the only thing
that woul d occur in January as far as we know, unless you
object, is that we have back the validation fromthe escrow
account that this 1is, in fact, what’s in the account for
di sbursenent. So, if that matches what you think---.

TOM EVANS: We don’t easily have a way of knowing
that. W have the figure that---.

BENNY WAMPLER: Wel |, the bank has to...the

bank...this is their nunbers and the bank has to validate
that to say yes, in fact, that is what’s in the bank. And
that’s all...we’re just not ordering disbursement until we
have that validation to nake sure---.

TOM EVANS: Vel | .
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BENNY WAMPLER: ---that all the money that’s due you

is there.

TOM EVANS: Ckay.

JIMKISER W just want to nmake sure that
Equitable’s, the unit operator’s numbers match up with the

escrow agents’s numbers. And if they don’t---.

BENNY WAMPLER: So, you do know...to answer your

guestion then, you do not have to appear unless you have a
reason to appear.

TOM EVANS: Okay. That’s what we needed to know.

JIMKISER: In fact, if you’d like, if I can get,
which | should be able to do, verification that the nunbers
match up prior to the January the 16'" hearing, if you can
give me your card or something, I’1ll call you and let you
know to save you the trip. M guess is that it will match
up, but...it always has in the past.

(Board nenbers confer anong thensel ves.)

JIM KI SER: So, we’re continuing that until January.

BENNY WAMPLER: Yes.

(Board nenbers confer anong thensel ves.)

BENNY WAMPLER: Let ne ask you before we nove on

I’'ve been waiting for you to talk. Of course, you can follow

up with M. WIlson on anything at any tine. But are you
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comfortable with what we’re doing, that we’re continuing in
January? |Is that a problemto you? Do you have any
objection to that?

TOM EVANS: | have no objection.

BENNY WAMPLER: And understanding that what we’re

doing is making sure that we get a validation back fromthe
bank, which is our escrow agent, that, in fact, those dollars
as presented by the unit operator match the dollars they have

t he account ?

TOM EVANS: It sounds like it to Coastal. Thank
you.

BENNY WAMPLER: Thank you. The next itemon the
agenda, this is number eight, if you're following, at it’s

Cct ober 17, 2000 hearing, the Gas and G| Board approved
Field Rules for an area of Buchanan, D ckenson and Russel
County, which is on the Northern portion of the Honaker and
Ri chl ands quad and is bounded on the North by 80 acre units
of the Cakwood Field and on the West by 60 acre units of the
Nora Field. The Board will review and consi der approval of
proposed order for new Field Rules, and we have copies of
those. And if there’s any parties that wish to address the
Board regarding those draft rules, you’re invited to appear.

MARK SWARTZ: Sandra, do you have an extra copy
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of that?

t hey?

CLYDE KI NG Where are we?

MAX LEW S: Nunber ni ne.

BENNY WAMPLER: Nunber ei ght.

CLYDE KI NG Number ni ne.

BENNY WAMPLER: It’s number eight, Field Rules.

MAX LEW S: Yeah, nunber eight.

BENNY WAMPLER: Draft Field Rul es.

CLYDE KING Okay, where’s the copy?

BENNY WAMPLER: Bob, would you hand M. King a copy

MAX LEW S: I believe they’s some down here, ain’t

CLYDE KING: I don’t know.

(Everyone gets organi zed.)
(Board nenbers confer anong thensel ves.)

BENNY WAMPLER M. Swartz, did you have any

comrents on the draft rul es?

a while back and I'm just sort of comparing the revised order

MARK SWARTZ: | transmtted sone comments to Sandra

to see where we are here.

BENNY WAMPLER: All right.

(M. Swartz reviews the draft order.)
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BENNY WAMPLER: Regarding cost, is this going to---.

BOB WLSON: Oh, on the well cost, there is no

bottomline. This is just information.

BENNY WAMPLER: That’s what I...yeah, we don’t...we

don’t really have a bottom line before us at this point.

This is establishing Field...new Field Rules actually. You
know, a new Field that will allow orderly devel opnent of that
Fi el d.

BOB WLSON: Yeah, the cost conparisons were

strictly in response to the request nmade the by the Board up
at the Breaks to see what the averages are and these are the
differences and sone representative of AFES so you can see
exactly where those differences lie. But, again, this only
cones into play when sonebody elects to participate anyway.
So, it’s not really that significant. It has only happened,
what, one or two tinmes, | think, in the entire---?

SANDRA RI GGS: Yeah, maybe. We’ve had a couple that

has carri ed.

BENNY WAMPLER: Yeah, carried interest.

SANDRA RI GGS: And one participating, | think, in

the history of---.

BENNY WAMPLER: We’ve only had three in the history

of every case that we have had that this would apply, but the
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Board had asked for a conparison of these well costs. And,
you know, it does---.

CLYDE KING Is there a difference in the piece of

the---?
MAX LEW S: Size, I’'d say.

CLYDE KING ---property that it cost nore to drill

50 nore feet?

BENNY WAMPLER: Sone | ocations are nore expensive

locations to get to, just like if you’re any kind of grading.
If you’re are on a steep hill---.

CLYDE KING These are all...all...seens to be al

of the Consol's are nore expensive.

BOB WLSON: These...if you | ook at the detail ed

AFE, you’ll find that in PGPs, they spend a lot more on their
frac jobs and they spend a |lot nore on their, | believe,
conpletion and transportation costs. They have down near the
bottom. And that’s basically the difference between the two
AFEs. 1It’s almost impossible to compare item for item
because the two conpani es use different forns when they put
up their...put out their costs.

CLYDE KING | thought we were...when the gentl eman

cane and spoke to the Board up at the Breaks, that it seened

like that all of the ones that Consol had were nore
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expensi ve.

BOB WLSON: They are. And that’s what this is

showi ng.

CLYDE KING: Is there any reason why that’s true?

BOB WLSON: They do a different sort of fracuring

j ob, a nore expensive fracuring job. And---.

CLYDE KI NG Mbre advantageous to the---?

BOB WLSON: I wouldn’t evaluate that. I’m just

telling you what the nunbers show and they al so have a charge
on there for transportati on and conpression, | believe, that
Equitable doesn’t use. And that’s the major differences
between the two. But, again, it only cones into play if
sonebody elects to participate.

CLYDE KI NG: But doesn’t it make a difference in

what the final bottomline is as far property |oss?

MARK SWARTZ: Well, if you | ook at our average
production per well, it is much higher. | nean, we have | ess
wel | s than ERECs and we produce 10 BCF nore than they did.

mean, it’s something that wouldn’t be reflected in there.
But primarily because our frac programis considerably
different, which adds, you know, a fair anount of nobney.

But, | nean, you need to |ook at the bang for the buck issue

and I'm not sure that all you have is the buck.
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CLYDE KING Right.

MARK SWARTZ: You know, and 1f we’re ever invited to

participate in that discussion, we’ll certainly do it, but
there is that further issue.

BOB WLSON: Since this has cone up, does anybody

want a copy that does not have a copy of this?

MARK SWARTZ: Sure. I f we could have two, that

woul d be great.

LESLI E K. ARRI NGTON: Yeah, he sent ne copi es.

MARK SWARTZ: Ch, did he send you one? Ckay.

CLYDE KING My only question is when you...when you

put nonies in the escrow, does that...the cost of this nake a
di fference on that?

BENNY WAMPLER: It only nakes a difference where you

have soneone that is a carried operator or actually wants to

participate. That’s when the individual would come in and
question...raise any gquestions or we’d raise questions about
t he actual cost.

MARK SWARTZ: The capital costs do not get charged

to royalty.

CLYDE KI NG: so, you’re saying that your wells are

nore efficient?

MARK SWARTZ: I don’t know that that’s what I'm
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saying. W just...we frac themdifferently and produce from
a greater nunber of coal seans. | would also say in defense
of EREC's that, you know, we’re able to do that because T
think the area we’re in, the Oakwood Field, the standard
cubic feet of gas per ton of coal is higher than what, you
know, in general they’re experiencing where they are. So, |
mean, our frac design is responsive to the Field conditions
t hat we have---.

BENNY WAMPLER: Yeah, you can---.

MARK SWARTZ: ---which | would say are sonewhat

different than theirs. You know, it’s what...you know, it

m ght be worth spending that extra noney where they are to
get more...because you wouldn’t get the production. But it
is where we are. | nean, when...you know, if you want to
pursue this further, we’d certainly get Claude over here some
day with a reasonabl e anount of notice. | nean, but | nean
the first thing we noticed when we started | ooking at this
was our frac programis way different. You know, we spend a
| ot nore noney on it. And then Les just told ne a m nute ago
that he was kind of |ooking at production and nunber of wells
and there’s just huge difference in our production.

LESLI E K. ARRI NGTON: There’s a big difference in

total production.
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BOB WLSON: The fracuring costs for Consol /PGP

well's, they always list $70,000 per well. Equitable actually
has theirs invested in a couple of lines in their AFE, but
they’11l run around $30,000 for theirs. And which, of course,
provides for a big chunk of the difference in cost there.
Some items of Equitable’s is more expensive. Some items of
PGP's is nore expensive on others. PGP al so uses production
and conpression charge which they put in of $25,000 on each
of their AFEs, and I don’t find an actual direct equivalent
on Equitable’s. But we’re dealing with two different types
of operations here entirely. 1It’s very difficult to conpare
these two operations. You could only conpare it if it was
the sanme operator doing exactly the sane things in both

pl aces.

MARK SWARTZ: Well, the conpression issue is also,

we think, related to production. W have conpression nuch
closer either at the well, or nuch closer to the well
general |y speaking, than EREC s does, and we feel that
enhances our production. You know, they obviously have nade
some engineering judgments of their own. I mean, I’'m not
privy to that. But, you know, that’s...that’s not an
insignificant cost, but we’ve...you know, we do it because we

think we get nore gas out of the ground having that extra
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stage of conpression closer to the well.

CLYDE KING Do you get nore gas?

MARK SWARTZ: Clearly, we do. | nean, we have way

fewer wells and nmuch nore production.
MAX LEWS: If you go back to your history of your
wells, that’s what you go by.

MARK SWARTZ: But we do. Yeah, we...our per wel

production is significant.

CLYDE KING: If you were drilling where they’re

drilling, would you get better production?

MARK SWARTZ: I don’t know because I...my impression

is that their standard cubic feet of gas per ton of coal,
which is, you know, what’s available to get, is a lot less
than our nunber. | nean, it...you know, the OCakwood Field is
essentially the best you’re going to get and as you go to the
West, | nean, it really starts to tail off and, you know,
we’ve had pooling...particularly was it the Roaring Fork when
we were over here? | nean, which was way, very West. You
know, as you go West, it does tail off pretty dramatically.
And we’re finding the same thing as we go East over towards
Richlands. Of course, there we’ve got the coal thinning as
well. But, you know, the standard cubic feet of gas per ton

is also dropping off as we go in that direction.
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CLYDE KING Is it toward Ri chl ands where the fault

i s?
MAX LEW S: No, it’s not.

MARK SWARTZ: Yeah, it sort of---.

MAX LEW S: Sout h.

MARK SWARTZ: It’s South of that, right. Yes.

CLYDE KING That...would that nake a difference?

MARK SWARTZ: Well, it's just how nuch...how many

feet of coal is there that’s available to be drilled and how
much, you know, gas is trapped in the seans. | nean, both

t hi ngs, you know, are variables that affect it, but, you
know, I don’t think...focusing on something that Bob’s said,
just looking at the geol ogy where we are and where EREC i s
makes it hard to compare because it’s different in some
materi al respects.

BOB WLSON: It is...the Pocahontas seamis one of

the gassiest coal seans in the world and that is one of the
things that gives themtrenendous production. The fact that
they are producing out of gob gives themtrenendous
production increase and it actually is going to change the
entire way that the production is handled. 1It’s almost a
different operation if you take it in average from what'’s

being done in the Nora Field. There are segnents that m ght
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conpare nore directly especially where PGP has expanded to
the East now. But, in general, it’s hard to make a direct
conpari son between the two areas.

MARK SWARTZ: I’m not sure, but I think we drill a

bi gger...a much bigger dianeter hole in the OGakwood. No,
than they do?

LESLIE K. ARRINGTON: Wl |, for gob holes, we do.

MARK SWARTZ: Ri ght .

LESLI E K. ARRI NGTON: For gobs, we do. | think

they’re still using four and half casing. The sane as we do
on frac hol es.

MARK SWARTZ: Ckay.

BENNY WAMPLER: Okay. We actually don’t have that

on the agenda today.

MARK SWARTZ: Right. But as long as we’re talking

about it.

BENNY WAMPLER: But we had a di scussion about it.

But to get to the Field Rules, are there any questions from
anyone on the Field Rul es?

MARK SWARTZ: The...this is Mark Swart z. | have two

really mnor comments. Paragraph 4B, the third line up from
the bottomthere, Sandra, the Raven should not be incl uded.

It’s correct in the next para...well, in the...there’s
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another paragraph, the next one, C. You’ve got it starting
at the Jawbone I, which is where it should be. That’s
appropri ate.

SANDRA RIGGS: Well, that was for Nora | and B?

Let's see... Nora.

MARK SWARTZ: Oh, maybe that’s...oh, wow, 1is that

where they did it?
SANDRA RI GGS: | think. | took that out of the Nora

or der.

MARK SWARTZ: Ch, okay.

SANDRA RI GGS: But I’11...I'11 verify that.

LESLIE K ARRINGTON: It is Raven and Nor a.

SANDRA RI GGS:  Yeah.

MARK SWARTZ: Is it really? GCkay.

LESLI E K. ARRI NGTON: Yes, it is.

MARK SWARTZ: Okay. Well, then that’s correct. But

ours definitely would want to start at Jawbone I and you’ve
got that right. And then the only other...Il think the
conclusion and the effective date should actually be seven
and eight instead of eight and nine, or else I'm missing a
par agr aph.

SANDRA RI GGS: Word keeps renunbering every tinme you

choose sonething. It is.

37



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BENNY WAMPLER: Seven and eight. Yeah, that’s

right.

MARK SWARTZ: I’'m not sure, you know, you need to

even read through it for that reason.

SANDRA RI GGS: Well, we’ve got to get a map to go on

thi s anyway.

MARK SWARTZ: Ri ght .

SANDRA RIGGS: And | think Bob is working to get

that. So, I’'1l1 clean that up.

BOB WLSON: Yeah, Les...Les is going to furnish us

with a---.

LESLIE K ARRI NGTON: Now, it will be after the

first of the year before we get those to you

SANDRA RIGGS: I’d like to raise the issue of the

name of the Field. You know, in Cakwood, we did GCakwood | as
frac and Cakwood Il as active gob, and if that scenario is
going to repeat in this Field, it alnost woul d behoove us to
save the Nora II name for the active gob so that we’re
consistent in the two fields. I mean, I don’t think the
Board's consi dered what the nane of this field should be and
it’s...that’s just stuck in there for convenience, but as I
think about it, you know, if we’re going to do active gob

production, it’s going to get confusing if we have Oakwood I
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and II, but it then it doesn’t mean the sane thing when you
get to Nora.

MARK SWARTZ: | woul d suggest you nane this the

M ckey I.
(Everyone | aughs.)

MARK SWARTZ: I think that’s a good idea, though, to

not have the Nora I1.

SANDRA RI GGS: Yeah. So, we need a nane.

CLYDE KING Nora I11.

SANDRA RI GGS: Well, that woul d probably connotate

seal ed gob.

BENNY WAMPLER: Yeah. W need to get away fromthe

use of the term Nora, | think---.

SANDRA RI GGS:  Yeah.

BENNY WAMPLER: ---and call it sonmething new. M.

CGeol ogi st ?

MARK SWARTZ: Let ne see that map.

BENNY WAMPLER: We’re going to put him to work.

CLYDE KING Yeah, put himto work, yeah.

(Board nenbers confer anong thensel ves and M.
Swartz and M. Arrington review the map.)

MARK SWARTZ: How about calling it the Raven?

SANDRA RI GGS: You just told me to drop Raven.
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LESLI E K. ARRI NGTON: Wl |, that was a seam nane,

el d nane.

MARK SWARTZ: There’s a town there. There’s a town.

SANDRA RI GGS: On.

MARK SWARTZ: A little of Raven is there.

LESLI E K. ARRI NGTON: Yeabh.

SANDRA RI GGS: You don’t think it would get confused

with the seanf?

MARK SWARTZ: Coul d they?

MARK SWARTZ: Or there’s a ridge sort of running

right through the mddle...the mddle ridge. Call it the

M ddl e Ri dge Field.

t he map.

with this.

MASON BRENT: M ddl e R dge?

MARK SWARTZ: T mean, I'm just picking something off

MASON BRENT: That sounds fine to ne. Let's get on

SANDRA RIGGS: Mddle Ridge, is that what---7?

LESLI E K. ARRI NGION: That’s fine.

BENNY WAMPLER' M ddl e Ri dge 1 ?

LESLI E K. ARRI NGTON: Yeah, M ddle Ridge I.

CLYDE Kl NG: We’ve made that deci Sion?

BENNY WAMPLER. We have that one. Any ot her
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gquestions or comments on the draft rul es?

BOB WLSON: Question, M. Chairman. The rules give

the inspector the authority to grant exceptions to the
drilling units. | think it would be a good idea to at |east
get sone sense of what the Board has in mnd for this.

O herwise, it kind of negates the Field Rule at all if you
have the ability to get a bl anket exception for any |ocation
for any reason. And | would like to get alittle sense of
the Board’s intention with this. This is paragraph D under

section si Xx.

BENNY WAMPLER: Section 6D. 6D,

BOB WLSON: Nornmally, this sort of exception is
gi ven for topographic or cultural reasons. |If the entire
area is taken up with a settlenent, or if there are extrenely

steep sl opes, or sone extenuating circunstances of that sort,
then we can grant an exception outside the normal drilling
window; and basically the way this is stated, it’s sort of an
open door to any exception. I’d like to, as I said, get a
sense of what the Board has in mnd here.

MASON BRENT: | think we have to be careful how

specific we get because if we’re too specific, then we could
inplicitly be excluding other issues.

BENNY WAMPLER: | would say as long as they're
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consistent with the other types of exception as they’ve been

handled and any point in time that you feel that it’s
stretching that, come back to the Board with it, don’t you
t hi nk, on a case specific situation?

CLYDE KI NG Yeah.

BENNY WAMPLER: G ve himan latitude to do that?

BOB WLSON: That woul d be satisfactory as far as
I'm concerned.

SANDRA RI GGS: Well, the word may doesn’t mean
shal | .

MARK SWARTZ: Ri ght.

MAX LEW S: Ri ght.

SANDRA RI GGS: It’s discretionary to begin with. We
could add a sentence that if the inspector, you know, in your

di scretion, you can refer it back to the Board for a decision

if you have one that---.

BOB WLSON: Actually, | would be perfectly
confortable with the way that it is witten. | just wanted
a...it wasn’t discussed in the original hearing to any extent
and | just kind of wanted to get it on the record exactly
what the Board had in mnd, but |I have no problens with the

way it’s written.

MARK SWARTZ: Well, the other thing too, | think
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that we’re not...that we’re not mentioning is that the...you
know, any |ocation would be noticed so that people would
have. .. peopl e woul d have an opportunity to object in your
office in the ordinary course to...you know, to the well

| ocation period. The question for you really is whether or
not in your discretion you feel like it’s reasonable to move

it out of the window But the people would...the folks, you

know, who are potentially effected by that would still have
an objection right. So, it’s not like this is some how, you
know, inpacting on that. | nean, | just want to focus...

know you know that, but | just wanted to focus that, you
know, this is not affecting people’s rights to object to a
wel | | ocation period.

SANDRA RI GGS: Are we saying then that when applied

for as part of a permt application, that the inspector
may- - - ?

BOB WLSON: Again, consistent with the way it is

bei ng done now in Nora. The permt application is, of
course, acconpanied with a plat that shows the | ocation of
the well as it is being proposed and includes a letter from
the applicant asking for the exception and stating the
reasons for the exception.

CLYDE KI NG: That’s sounds good, I think.
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MARK SWARTZ: That’s what we’ve been doing.

CLYDE KING Yes. Swartz cane right across, though.

Good show.

MARK SWARTZ: Wth what?

CLYDE KING: You said that’s the way it ought to be.

MARK SWARTZ: Yeah, I see where Bob’s coming from

here. He figures if he could get a little nore direction

here, he could perhaps elimnate one group of people from

mal i gni ng him

you know,

BOB WLSON: I'm always looking for that.

MARK SWARTZ: Exactly. And basically we’re saying,

you’re just going to have to deal with it.

BENNY WAMPLER. Ckay, any other...any other

questions or coments on the draft Field order.

approve.

(No audi bl e response.)

BENNY WAMPLER: Hearing none, is there a notion to

CLYDE KING So nove.

BENNY WAMPLER: |Is there a second?

MASON BRENT: | second.

BENNY WAMPLER. Motion and second. Any further

di scussi on?

(No audi bl e response.)
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BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: W have the approved rules. The

next itemon the agenda is nunber nine on the agenda, a
petition from Buchanan Producti on Conpany for pooling of
Coal bed Met hane Unit under the Cakwood Coal bed Met hane Gas
Field | order and identified as A-22, Docket Nunber VGOB-00-
09/ 19-0820. We'd ask the parties that wish to address the
Board to cone forward in this matter

MARK SWARTZ: Mark Swartz and Les Arrington. M.

Chairman, | would like to ask the Board to consi der conbining
for purposes of hearing the itemyou just called wth nunber
10 and 11.

BENNY WAMPLER:  Any objection to that, Menbers of

t he Board?
(No audi bl e response.)

MR. WAMPLER: No other parties here in those areas,

so |l wll call Docket Nunmber VGEOB-00-09/19-0821 and VGOB- 00-
09/ 19- 0822.

(Copi es of Exhibits are distributed.)

MR, SWARTZ: Wile Les and Anita are passing out
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the Exhibits that pertain to these three units regarding
mai ling and so forth, I would just, by way of introduction,
advi se the Board that each of these units is an Gakwood |
Unit, soit's a frac unit. Each of the units pools the sane
heirship. So, we've got the sane people; and each of the
units deals with the one tract that this heirship represents.
So, you know, the three units cover various pieces of the
tract and you'll see that there are very minimal interests in
one, up to alnost a half interest in the other. They're the
sanme fol ks, the sanme tract.

W'll try to take you through each of the
applications, but there's a fair amount of comonality
between the three of themand that's why we've asked t hat
t hey be conbi ned.

Have you given them a set of those, Les?

MR. ARRI NGTON:  Yes.

(Wtness is duly sworn.)

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:
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Q

M. Arrington, you need to state your nane

for the record.

A

> O >

Q

Leslie K  Arrington.

Who do you work for?
Consol .

What do you do for thenf
Permtting and pooling.

There are three applications that we're

tal ki ng about today, A-22, B-22 and ZZZ-23.

A
Q

t he noti ces,

Yes.
Can you tell ne whether or not you prepared

anended notices, applications, anended

applications and rel ated exhibits for each of these?

Conpany.

i nst ances?

A

> O >» O

Q

Yes, | did.

And, in fact, you signed then?
Yes, | did.

Wo is the applicant?

The applicant is Buchanan Production

Are the sane fol ks respondents in all three

Yes, they are.

That's basically in heirship?
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Yes, it is.

Q And that heirship has an interest in one
tract that happens to be in all three of these units?

A Yes, it does.

Q The Buchanan Production Conpany is a
Virginia CGeneral Partnership, is that right?

A Yes.

Q And Buchanan Production Conpany has two
partners, Appal achian Operators, Inc. and Appal achi an

Met hane, Inc., and both of those partners are wholly owned,

i ndi rect subsidiaries of Consol Energy, Inc., is that
correct?

A Yes, it is.

Q | s Buchanan Production Conpany authorized to

do busi ness in the Commonweal t h?

A. Yes, it is.

Q And who i s Buchanan Producti on requesting be

desi gnated as the Board's operator with regard to these

three units?

A Consol .

Q And is that Consol, Inc.?
A Yes.

Q At |least at this point?
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A Yes, it is.

Q kay. Is Consol, Inc. a Del aware
corporation?

A Yes, it is.

Q Is it authorized to do business in the
Commonweal th, has it registered with the Departnent of M nes,
M neral s and Energy, and does it have a bl anket bond on file

as required by | aw?

A Yes, it does.

Q Has Buchanan Producti on Conpany del egated to
Consol, Inc. essentially all managenent of its | ease assets?

A Yes, it has.

Q And Consol, Inc. has accepted that

del egati on?

A It has.

Q Have you listed all of the fol ks that you
are seeking to pool in the notices of hearing and in Exhibit
B- 3?

A Yes, we have.

Q And in the Exhibits B-3 to each one of the
applications that list the people that are respondents and
are seeking to pool, are there sone fol ks for whom we do not

have addresses?
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A There is.

Q So, is it going to be necessary to escrow
for unl ocat abl e peopl e?

A It will be.

Q s the interest in each of these three units
that we're trying to pool a fee interest?

A Yes, it is.

Q So, there is no need to escrow for
conflicting clains?

A Correct, there is not.

Q Do you wish to add any respondents today or

di sm ss any respondents?

A No, we do not.

Q Was there notice mail ed?

A Yes, there was. The notice was nuail ed
certified mail, return recei pt requested on Novenber...yeah

Novenber 17th, 2000.

Q And | notice there's an anended notice of
heari ng?
A There was.
And was that what was mail ed on Novenber
17t h?

A Yes, it was. |'msorry.
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Q And there was a prior mailing when this

was...these were first---2

A It was.
Q Because these have been continued from
Sept enber ?
A It has, due to continuing, trying to |ocate

all those parties.
Q | understand, but with regard to this
hearing today for these three units, there was a nailing to

everybody that you had addresses for on Novenber---?

A 17t h.

Q ---17th?

A Correct.

Q And have you filed certificates of mailing

and indications as to who signed for what and so forth with

t he Board today---7?

A Yes.

Q ---with regard to each of these units?
A For each one of them we did.

Q Ckay. Was there also a publication in

advance of this hearing today?
A Yes, it was, in the Bluefield Daily
Tel egraph on Novenber the 23rd, 2000.
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Q And what did you publish?

A The anmended notice of hearing.

Q And the anended notice of hearing was al so
acconpani ed by ot her anmended exhibits, application and so
forth?

Yes.
Correct?

Yes, it was.

o > O »

So, essentially, after you did your due
diligence, you went back and anended the application and
noti ces appropriately?

A Ve did.

Q Qobviously, in each of these units, you have
been able to | ease a significant portion of the outstanding
interests, and I would ask you to tell the Board what, in
general, the lease terns that you've been offering are that
fol ks have accepted and | eased to you?

A Yes. For the coal bed nethane lease it's a
dol l ar per acre per year, with a five year term with a one-
eighth royalty.

Q And in that instance, the rental is payable
until production conmences, is that correct?

A Correct.
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Q Wul d you recommend those terns to the Board
for people who m ght be deened to be | eased?

A Yes, we woul d.

Q Each of these applications is to poo
interests in an 80 acre frac well unit under the Gakwood |
rules, is that correct?

A It is.

Q And you're seeking to pool and devel op all
coal seans below the Tiller?

A W are.

Q In each of these units, how many wells are

we tal ki ng about ?

One.
Q Do we need well | ocations exceptions for any
of these?
A No.
Q Wth regard to each well, is there a Exhibit

Cwithregard to estimated well costs?

A Yes, there is.

Q And in the notes that you passed out for the
Decenber 19th, 2000 hearing to the Board today, have you
captured those costs with regard to each of these

appl i cations?
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A Yes, sir, we have.

Q Coul d you share those with the Board?

A Yes. For Well A-22, the permt was issued
on...permt nunber 3564, date issued was 10/27 of '97. The
well was drilled to a total depth of 2,345.25 and esti mat ed
cost $229,404.34. Unit or Well B-22, the permt nunber is
3313. It was issued on June 4th, '96. It was drilled to a
total depth of 2,485.5 feet, estimted cost of $235, 787. 85.
ZZ7Z-23, permt nunber is 3242. The permt was issued on
Decenber 5th, "96. It was drilled to a total depth of
2,400.05 feet, at a cost of $231, 896. 30.

Q In each of these units, could you tell the
Board what the interest percentage was that you're seeking to
pool of both the coal and the oil and gas cl ai ns?

A Yes. Both the coal, oil and gas clains for
Unit A-22, we're seeking to pool 0.4375%of the unit; for
Unit B-22, 19.80% and ZZZ-23, 47.90% and we have a 100% of
the coal |eased in each unit.

Q Wth regard to | eases that you' ve been able
to obtain, or interests that you' ve been able to buy, what
are the coal, oil and gas interest that you have acquired
either by purchase or |ease in each of these three units?

A A-22 was 99.5625% B-22 was 80.20% and ZZZ-
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23 is 52.10%

Q Now i n each application, there is an Exhibit

B-3, is there not?

A Yes, it is.

Q And does that list with regard to, for
exanple, Unit A-22 is tract two in that?

A Correct.

Q Does that list all of the heirs that you
have been able to identify who have clains to the fee
interest in that tract under the |ILO of Bowen and Crowel |
Est at e?

A It does.

Q And it shows their acres in unit in one
columm, right?

A Yes, it does.

Q And then the last colum shows percent of
unit, does it not?

A It does.

Q And does percent of unit reflect their
royalty share of the one-eighth royalty?

A. Yes, it does.

Q And if these...any of these fol ks wanted to

calculate their carried interest or their participation cost,
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t hey woul d use that sanme percent of unit nunber?

A Correct.

And multiply it tinmes the well devel opnent
cost ?

A That's correct.

And that woul d generate the participation
mul tiplier...the participation cost or the carried interest
mul tiplier?

A It woul d.

Q We've pointed this out in the beginning.
There are folks that you do not have addresses for?

A That's correct.

Q Wth regard to these three units, is it your
opi nion that the plan for devel opnent that's disclosed by the
plats and the applications is a reasonable plan to devel op
t he coal bed net hane under these three units?

A Yes, it is.

Q And is the...and would a pooling order al ong
the lines that we have recommended to the Board and attached
to each of the applications serve to protect the correlative
rights of all owners and claimants with regard to each of
these three units?

A. Yes, it does.
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MARK SWARTZ: That's all | have.

BENNY WAMPLER:  Questions from nenbers of the Board

of this witness?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

CLYDE KI NG So nove.

BENNY WAMPLER: s there a second?

MAX LEW S: | second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify yes.)
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

(Exhibits are distributed.)
BENNY WAMPLER: The next itemon the agenda is a

petition from Pocahontas Gas Partnership for pooling of

coal bed nmet hane unit under the OGakwood Coal bed Gas Fi el d of
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one order identified as C 26, Docket Nunber VGOB-00-11/21-
0836. We'd ask the parties that wish to address the Board in
this matter to conme forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington again

| woul d request that the Board consi der conbining the C 26
hearing with Docket Item 13, which is D 26.
BENNY WAMPLER: |'Il go ahead and call that, also.

Docket Nunber VGEOB-00-11/21-0837. W' Il conbined those.
MARK SWARTZ: | would also point out that, for

reasons that are unknown to ne, Docket Itens 12 through 20,
Pocahontas Gas is shown as the applicant and it's actually
Buchanan Producti on.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: This is Buchanan Production day. Al

of the applications are BPC today.

BENNY WAMPLER:  The actual application does in fact

refl ect Buchanan Producti on.

MARK SWARTZ: Ri ght .

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, | wll remnd you that you
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are under oath for this one as well, all right?

A Yes.

Q The applicant in both of these pooling
applications for unit CG26 and D26, as noticed, is actually
Buchanan Production Conpany, is that correct?

A That's correct.

Q And Buchanan Production Conpany is a
Virginia General Partnership?

A Yes, it is.

Q It has two partners, Appal achian Operators,
I nc. and Appal achi an Met hane, and both of those partners are
whol |y owned, indirect subsidiaries of Consol Energy, Inc.,
is that right?

A Yes, it is.

Q | s Buchanan Production Conpany authorized to
do business in the Commonweal t h?

A Yes, it is.

Q Do both of these applications request that
sonebody ot her than the applicant be designated as the

Board's operator?

A. Yes, it is.
Q And who is that?
A. Consol, Inc.
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Q kay. Is Consol, Inc. a Del aware
corporation, authorized to do business in the Comonwealt h;
has it registered with the Departnment of Mnes, Mnerals and
Energy; and does it have a bl anket bond on file as required
by | aw?

A Yes, it does.

Q Has Buchanan Producti on Conpany basically

del egated all responsibility for its |easehold assets to

Consol, Inc., as its manager?
A Yes, it has.
Q And has Consol, Inc. in fact accepted that

del egati on and undertaken to nmanage those assets?

A Yes, it has.
Q The respondents here in both of these
applications, it's an unknown interest in what...in the sane

tract, correct?

A No.

Q Different tracts?

A Different tracts.

Q So, it's an unknown interest in both cases,

but they are two different tracts?
A Correct.
Q Ckay. Wuld you describe for the Board what
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you have done in your due diligence inquiries to try and
identify the owners or claimants in these tracts?

A Yes. We have done our title work; spoke
with the people in the area; courthouse research, of course;
and we have not been able to determ ne who the owners are to
these two tracts.

Q And the interests, are they...are they going
to require escrow for conflicting clains, or are they fee
i nterests?

A It is a fee interest.

Q So that the escrow would be for an unknown
as opposed to a conflicting?

A It will be.

Ckay. And that's true in both CG26 and D
267

A Yes.

Q Are both of these applications to poo
interests in an Cakwood | frac unit?

A Yes, it is.

Q And are both of them 80 acre Cakwood |
units, seeking to produce fromthe Tiller on down?

A Yes, they are.

Q Qobvi ously, you were unable to mail?
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A That's correct.

Q Did you publish?

A We did publish for both Cand D-26 in the
Bluefield Daily Tel egraph on Cctober the 25th, 2000.

Q Did you publish the notice of hearing with
exhi bits?

A Yes, we did.

Q Have you provided the Board with proof of

publication this norning?

A Yes, we have.

Q Let's look at the interest that you're
seeking to pool in these two units, and the interest that you
previ ously acquired.

A The interest that we acquired in Unit C 26
is 99.10% That's coal, oil and gas and coal |leased. In D
26, we | eased 97.75% and again, that's everything, coal, oi
and gas and coal |eased. W're seeking to pool in C 26,
0.90% of the fee ownership; and in D 26, 2.25% of the coal
oil and gas.

Q Tell the Board what the situation is with
wells in these two units?

A Yes. Well G- 26 is the permt nunber 3578.

It was issued on Novenber 7, '97. W drilled it to a tota
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depth of 1,679 feet at a cost of $230,213.08. D26, it was
permt nunber 4024, issued on 11/20 of '98, drilled to a
total depth of 1,910.20 feet, at a cost of $228, 650. 94.

Q Do either of these...in both of these units,
you' re tal ki ng about one well?

A Yes.

Q Do either of themrequire a well |ocation
exception?

A No.

Q In both instances, do you have an Exhi bit
B-3 attached?

A W do.

Q And Exhibit B-3 with regard to C 26, for
exanpl e, shows that you' re pooling this unknown interest for
t hese unknown folks in tract nunber three, correct?

A It does.

That is a fee interest?

Yes, it does.

Lists the acres in unit as .727?
Yes.

And the percent of unit as what?

0. 90%

o > O » O »

And woul d this be the way in which royalty
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woul d be cal cul at ed?

A Yes, it would be.

Q You woul d take the 0.900% tinmes the 12.5%
royalty interest?

A Yes.

Q And it would be the sane percentage..
percent of unit that you would use for carried interest or
participation cal cul ati ons?

A W would...it would be.

Q s it your opinion and recomendation to the
Board that the devel opnent plans as disclosed by the plats
and the other information submtted by these...with these
applications is a reasonable plan to devel op the coal bed

met hane resource beneath these two units?

A Yes, it is.

Q And you woul d reconmmend that to the Board?
A Yes, we woul d.

Q In addition, would you recomend to the

Board the entry of a pooling order such as Exhibit F, which
you' ve attached, with the idea that the entry of a pooling
order would, in fact, contribute to the protection of the
correlative rights of all claimnts whether known or unknown?

A. Yes, it is.
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Q That's all | have, sir.

BENNY WAMPLER: Any questions for this wtness,

Menbers of the Board?

MASON BRENT: M . Chai r man. | noticed a | ot of

these wells have been drilled for sonme tine and shut in. |
can't imagi ne why, you know, why you're putting themon |ine
now, but what's the additional cost in reactivating a well?
A Well, actually, these wells have just been
sitting there. This was an area that we had to drill sone
wells to keep our |ease in effect and we've just been
drilling themall along ever since we've had that |ease; and
you needed a nunber of wells in that area before you could
justify going in and, of course, nowis the tine to do it.

MASON BRENT: When we tal k about these estinated

costs for drilling the wells, are actual cost, are they not?

A Well, parts...the drilling part will be, we
actually didn't even conplete the wells. W' re going back to
conpl ete sone of them now.

MASON BRENT: And those estimates are included in

this?
A Yes, they are. W did sone of them Sone
of the wells, as this whole group...nearly the whol e group

that you'll see today, not a 100% we had setting up there
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and we're going back and doing a lot of work to them now,
getting themcl eaned up, ready to produce, pipelines being
laid. It's just a huge project right now

MASON BRENT: So, any reactivation cost is included

in there.

A Reactivation cost? | won't say
reactivation. 1'll say actual conpletion cost because we did
not actually conplete. W did test sone wells.

MASON BRENT: Yeah, | hear you say that, but are

there sone that are actually conpleted and shut in?
A W tested sone of them A lot of them..

there was a couple of themthat we didn't even have the pipes

set in.

MASON BRENT:  Uh- huh.

A So, we are going back now and getting it set
up.

MASON BRENT: What's your additional cost?

A Additional cost? | wouldn't think there's
any additional cost. |It's just cost that we never spent to

begin with. W're just getting there.

MARK SWARTZ: Essentially, you deferred a $70, 000

frac cost until you were closer to producing the wells. |

mean, anong ot her things.
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A Anmong ot her things.

MARK SWARTZ: Essentially, that was the idea.

A There was several wells that wasn't fraced.
There was several wells that we didn't set casing in. It
was comm tment wells. W drilled and we sat on themfor
years.

MARK SWARTZ: And you paid shut in royalties to

your | essors?
A l...that---.

MARK SWARTZ: Normally.

A | can't guess. | can't answer that.

BENNY WAMPLER:  Any ot her questions, Menbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?
A. No.
BENNY WAMPLER: Is there a notion?

CLYDE KING | have a question. Actually, the

wells were drilled in '97?

A If you'll---.
CLYDE Kl NG | don't think |I've seen this before.
A Ckay. For G 26, it was drilled in '97; D
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26, '98; and again---.

MARK SWARTZ: We'll be getting to a well, not these

two, but we'll be getting the one that was drilled in '96?

A Yes. Those wells have just been sitting up
there. You can't...we couldn't justify laying pipeline, for
one, to go out and just pick up one well. It took a
conpressor station, a lot of pipeline and we couldn't justify
it until we had a whole group. And now we've got two
different distinct groups of wells setting out there that
we're laying a major pipeline to. W built four conpressor
sites. You know, so it took a lot of wells to justify that.

CLYDE KING So, actually, the Board approved

drilling the wells back then?

BENNY WAMPLER: Hadn't been before the Board. The

i nspector's office did---.

MARK SWARTZ: W got a well permt back then. Qur

problemthat we need to bring to you is we had cone to you
before we produced, not before we drilled. So, we get a
permt to drill and as long as we're not producing the well,
we don't have to deal with ownership. Once we start wanting
to sell gas, then we have to deal wth ownership issues.

BENNY WAMPLER:  They' ve dealt with notice to get

the application, surface |ocation and those issues, and
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t hey' ve done that with the inspector. Here we're dealing
wi th producing the gas and who gets paid what.
MARK SWARTZ: And the thing which |I'mnot sure

you're hearing Les on. W have |leases that require us to

drill wells to keep the leases in effect, commtnent wells.
So, if you don't drill X nunmber of wells within a period of
time, or finish one and drill another in a year, | nean

they're all different, but we were in a situation here where

we probably would not have wanted to drill this far in
advance either. But, if you' ve got a conmmitnents well, you
want to keep the | ease, you got to drill it.

CLYDE KING | don't recall ever seeing this
bef ore.

MARK SWARTZ: W' ve been here once before, but not

with the nunber that we're tal king about this trip.

MASON BRENT: | assune all this activity is just

coi ncidental with eight and ni ne dollar gas.
MAX LEWS: There's a pipeline already close to
those wells in there.

MASON BRENT: You don't need to conment on that.

A Speechl ess.
BENNY WAMPLER:  Any ot her questions?

(No audi bl e response.)
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BENNY WAMPLER: Is there a notion?

MASON BRENT: So noved.

BENNY WAMPLER: Mbtion to approve. |s there a

second?
MAX LEW S: | second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify yes.)
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Let's take a

five mnute break. W're about half way through.
(O f record.)
BENNY WAMPLER. W' ||l go back on the record. The

next itenms, |I've had a request to conbine several itens here.
So, I'll call Docket Numbers VGOB-00-11/21-0838, VGOB-O00-
11/ 21- 0839, and 40 and 41; then VGOB-00-09/19-0820. W'd ask
the parties that wish to address the Board in any of these
matters to cone forward.

MARK SWARTZ: | think you' ve got the wong Docket.
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BENNY WAMPLER. Wl |, | did what you said.

MARK SWARTZ: No, on 21

BENNY WAMPLER: Oh, the Docket Nunber.

MARK SWARTZ: | think it's 0849.
BENNY WAMPLER: It is. | was reading fromny
agenda and the agenda is wong. It is 08...correction on the

| ast nunber | call ed. [t's VGOB-00-12/19-0849.
MAX LEWS: 849...21, ain't it?

MARK SWARTZ: That was a good response. That's

what you asked ne for.

BENNY WAMPLER: | was fully prepared to defend

myself. The record will show there are no others. You may

pr oceed.

LESLI E K. ARRI NGTON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, I'Il just rem nd you, you are

under oat h.

A Yes.

Q State your nane again for us?
A Yes.

Q Whi ch i s?
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A Leslie Arrington. |'msorry.
MARK SWARTZ: | knowit's a really hard question
A l"msorry. | need to recount.

(Mark Swartz tells a story.)

Who do you work for?

A Consol .

Q VWhat do you do for thenf

A Permtting and pooling.

Q We have conbi ned for purposes of hearing,

five pooling applications, D 28, 29, E-25, E-26, and A-20.
And ny question is, did you either prepare, or have prepared
under your direction, the notices, the applications and the
related exhibits for each of those pooling applications?

A Yes, | did.

Q And, in fact, you signed the notices and you

signed the applications?

A Yes, | did.
Q Wth regard to these applications, are the
respondents, the people that we're seeking to pool, listed in

both the appl...both the notice and Exhi bit B-3?
A Yes, they were.
Q And ny recollection is that Yukon Pocahontas

isinall five of these units, is that right?
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A That's correct.

Q And then there's one unit, which we'll cone
back to, Unit E-25 that has the Crenshaws in it, correct?

A Yes, it does.

Q And it also has Eastern Anerican Gas Conpany

because they have a | ease fromthe Crenshaws?

A That's correct.

Q But Yukon Pocahontas is also in E-25?
A It is.

Q And the reason we conbined these is

essentially Yukon Pocahontas is in all five and we've got one
m scel | aneous interest in one of the units, is that right?

A That's correct.

Q | s Buchanan Production Conpany the applicant
on each of these?

A Yes, it is.

Q Buchanan Production Conpany, is that a
Virgi nia general partnership?

A Yes, it is.

Q Does Buchanan Producti on Conpany have two
partners, Appal achian Operators, Inc. and Appal achi an
Met hane, Inc., which are both indirect subsidiaries of Consol

Energy, Inc.?
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A. Yes.

Q | s Buchanan Production Conpany authorized to

do busi ness in the Commonweal t h?

A Yes, it is.
Q In all five of these applications, is
Buchanan Production requesting that Consol, Inc. be the

desi gnat ed operator?

A Yes, it is.

Q Consol, Inc., is that a Del aware

corporation?
A Yes, it is.

Q | s Consol, Inc.

aut hori zed to do business in

the Commonweal th; has it registered with the Departnent of

M nes, Mnerals and Energy; and does it have a bl anket bond

on file with regard to reclanmation as required by | aw?

A. Yes, it does.

Q Has Buchanan Production Conpany in essence

del egated conpl ete authority for

its | easehol d assets and

managenent of its | easehold assets to Consol, Inc.?
A Yes, it has.
Q And has Consol, Inc. accepted that

del egati on?

A. Yes, it has.
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Q Do you wi sh to add any people as
respondent s?
A No, we do not.

Do you wish to dismss any?

A No.

Q Did you publish?

A Yes, we did.

Q Wher e?

A In the Bluefield Daily Tel egraph. For Unit

D28, publication was in the Bluefield Daily Tel egraph on
Oct ober 25th of 2000. D-25, E-25 and E-26 were all Cctober
25th in the Bluefield Daily Tel egraph. For Unit A-20, a
publication was Novenber 22nd of 2000 in the Bluefield Daily
Tel egr aph.

Q In all instances, what was published in the

Bl uefi el d newspaper was the notice and rel ated exhi bits?

A Yes, it was.

Q Did you mail ?

A Yes, we did. For D28, D29, E-25 and E- 26,
they were all nailed by certified mail, return receipt

requested on Cctober 20th of 2000. Unit A-20 was mail ed by
certified mail, return recei pt requested on Novenber the 17th

of 2000.
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Q And have you filed a proof of publication

and mailing with the Board this norning---?

A Yes.

Q ---with regard to these units?

A Yes, we have.

Q Wul d you review for us the interest that

you have | eased in each of these units and the interest that
you're seeking to pool in each of these units?
A Yes. In Unit D28, we have | eased 87.0557%
of the coal bed nethane fromthe coal, oil and gas owner; and
we | eased 100% of the coal. Unit D29, we have | eased 91.90%
of the coal, oil and gas; and we | ease 100% of the coal.
Unit E-25, we have | eased 90.06% of the coal, oil and gas;
and we | ease 92.12% of the coal. E-26, we have |eased 70.15%
of the coal, oil and gas; and we have | eased 100% of the
coal. Unit A-20, we've |eased 93.5625% of the coal, oil and
gas; and we have | eased 100% of the coal. W're seeking to
pool in unit D28 12.9443% of the coal, oil and gas interest.
D29, we're seeking to pool 8.10% of the coal, oil and gas
interest. Unit E-25, we're seeking to pool 9.94% of the
coal, oil and gas interest. Unit E-26, we're seeking to pool
29.85% of the coal, oil and gas. Unit A-20, we're seeking to

pool 6.4375% of the coal, oil and gas.
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Q Each of these units would have one well in

t henf

Yes, it does.

And each of the units...and you' re seeking
to pool it under the Cakwood | rules as a frac unit?

A Yes, we are.

Q Do you need a | ocation exception in any of
t hese units?

A No.

Q Is the intent to produce and devel op from
the Tiller on down?

Yes, it is.

Q Have you...could you summari ze for the Board
the status of the wells...the well in each unit, the depths,
permts, and costs?

A Ckay. Well, or Unit D28, the permt was
3124. It was issued on 6/21 of '96. It was drilled to a
total depth of 2,317.76 feet at a cost of $236,907.45. Unit
D29 or Wll D29, it was permt nunber 4150. It was issued
on March 30th of '99, drilled to a total depth of 1,717.40
feet, at a cost of $225,047.62. Unit E-25 or Wll E-25,
permt nunber is 3252. It was issued on Decenber 12th of

1996, drilled to a total depth of 1,858.14 feet, at a total
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cost of $223,113.92. Unit or Well CBM E-26, permt nunber is
3415. It was issued June 5th of '97, drilled to a total
depth of 1,834.81 feet, at a cost of $238,440.20. Well or
Unit A-20, the permt nunber is 3923. It was issued on 8/31
of '98, drilled to a total depth of 2,255.60 feet, at a cost
of $221, 845. 71.

Q The...let's take the...let's take E-25 as an
exanple here. This is the unit that has the Crenshaws and
Eastern Anerican, in addition to Yukon Pocahontas, correct?

A Yes.

Q Let's look at Exhibit B-3. Exhibit B-3 with

regard to Unit E-25 lists all of the respondents, correct?

A Yes, it does.
Q It shows the Crenshaw acreage in the unit?
A Yes, it does.
Q And it shows the percent of unit associated

with that acreage, correct?

A Yes, it does.

Q Wul d the 7.88% opposite the Leroy Crenshaw,
11, et al interest represent the Crenshaw royalty if you
take 7.88%tinmes the 12.5%royalty rate?

A Yes.

Q Is there a need to escrowwith regard to
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tract one in the B...in the Unit E-25, or is that a fee

interest?

A Both interests listed there are fee
i nterests.

Q So that the Crenshaw and the Yukon
Pocahontas interest in tract four are fees, they will be paid
directly?

A That's correct.

Q And there are no unknowns or unlocatables in

E- 25, correct?

A No.

Q No, there are not?

A No. That's right.

Q Has soneone | eased the Crenshaw i nterest?
A Yes, Eastern...Eastern Anmerican.

And they woul d then be afforded, through

their |ease, an opportunity to participate or be carried, or

what ever ?
A That's correct.
Q Have you been in contact with thenf
A Yes, we have.
Q Have they made a decision as to what they

want to do, as far as you know?
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W' ve tal ked about what they're going to do.

Have they told you, we are going to do X, Y

or Z?
A No, not definitively.
Q Not as yet?
A No.
Q

Wth regard to Units D28, D29 and E-26, it
appears to nme that escrowis not required for any reason, is
that correct?

A That's correct, it is not.

Q W' ve already di scussed the escrow i ssue
wth regard to E-25, correct?

A Ri ght .

Q And what is the escrow situation with regard
to A-20? Can | assune that it is not required?

A It's not required.

Q Ckay. Qoviously, you've |eased a
significant anmount of acreage, or acquired by purchase, a
significant interest in all of these five units. Could you
tell the Board what the | ease terns are that you have been
offering to the fol ks who have | eased?

A Yes. CQur standard rate is a dollar per acre

per year for a coal bed nethane | ease, with a five year term
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with a one-eighth royalty.

Q And woul d you reconmend those terns to the
Boar d?

A Yes, we do.

Q s it your reconmmendation that the Board

pool the units as you have proposed in these five
applications because it is your opinion that the plans of
devel opment as shown by the plats and the applications are
reasonabl e plans to devel op the coal bed net hane wi thin and
under these units for the benefit of all owners?

A Yes, it is.

Q And will the entry of an order such as
Exhi bit F, which has been attached to each of the
applications, serve to contribute to protect the correlative
rights of all owners and cl ai mants?

A Yes, it does.

MARK SWARTZ: M. Chairman, | think that's all |

have.

BENNY WAMPLER: Questions from Menbers of the

Boar d?

MASON BRENT: | have one question, M. Chairnman.

If you look at the plat for E-25, just tell ne what that

structure, or synbol, or whatever it is on top of the well.
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A On top of what?
MASON BRENT: On top of the well. Wat is that

structure, synbol, or whatever it is?

A That was an old building and that was a
concrete pad to it. W failed to take it off because we did
tear it out.

MASON BRENT: So, you've not drilling under

sonebody' s house?
A No. No. I|I'msorry. That was an old
concrete pad froman old mne site.

MARK SWARTZ: Wuld it be safe to assune they'd

probably be here today, but you never...good question.

BENNY WAMPLER:  Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: Do we have a notion?

MASON BRENT: | nove that we grant the

applications, M. Chairnman.

BENNY WAMPLER. W have a notion to grant the

applications. |s there a second?

Rl CHARD d LLI AM | second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)
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BENNY WAMPLER: Al in favor, signify by saying

yes.
(Al'l menbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

The next itemon the agenda is a petition from
Buchanan Production Conpany for pooling of a coal bed nethane
unit under the Cakwood Coal bed Methane Gas Field | order,
identified as L-38, Docket Nunmber VGOB-00-11/21-0842. Ww'd
ask the parties that wish to address the Board in this matter
to cone forward at this tine, please.

MARK SWARTZ: M. Chairman, Mark Swartz and Les

Arrington again, and I would ask that you conbine, or
consi der conbining L-38 with L-39.
BENNY WAMPLER: Ckay, |'Il go ahead and call that

docket nunber as well, VGOB-00-11/21-0843. Again, we'd ask
any party that wi shes to address the Board in this matter to
come forward at this tine. The record will show there are no

others. You nmay proceed.

LESLI E K. ARRI NGTON

QUESTI ONS BY MR SWARTZ:
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Q Les, I'"'mgoing to rem nd you, you are under

oat h agai n.

A Yes.

Q Could you tell us your nane?

A Leslie Arrington.

Q Who do you wor k?

A Consol .

Q What do you do for then?

A Permtting, pooling orders.

Q Were you the person who either prepared or

caused to be prepared the notices of hearing, and
applications, and the related exhibits for these two
poolings, L-38 and L-39 that we're here on today?

A Yes, | was.

Q Ckay. Have you filed with the Board proof
of mailing?

A Yes, | have.

Q And what did you do with regard to mailing

on these two applications?

A These two applications were nail ed by
certified mail, return recei pt requested on Cctober 20th of
2000.

Q And have you filed a proof of mailing with
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the Board this norning?

A Yes, we have.
Q Did you al so publish?
A Yes, we did in the Bluefield Daily Tel egraph

on Cctober the 25th of 2000.

Q And what was published?
A The notice of hearing and rel ated exhibits.
Q And are the respondents |listed both in the

notice of hearing and the Exhibit B-3 that are included?

A Yes.

Q Do you want to add anybody or dism ss
anybody?

A No.

Q The applicant in both of these pooling

applications is Buchanan Production, is that correct?

A That's correct.

Q | s Buchanan Production a Virginia genera
partnership with two partners who are Appal achi an Operators,
I nc. and Appal achi an Methane, Inc., and both...is it the
situation that both partners are wholly owned, indirect
subsi di ari es of Consol Energy, Inc.?

A Yes.

Q | s Buchanan Production Conpany authorized to
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do business in the Commonweal t h?

A Yes, it is.

Q | s Buchanan Production requesting that
soneone el se other than itself be appointed designated
oper at or ?

A Consol, Inc.

Q | s Consol, Inc. a Delaware corporation,
aut horized to do business in the Cormonweal th; registered
with the Departnent of Mnes, Mnerals and Energy; and does
it have a bl anket bond on file?

A Yes.

Q Has Buchanan Producti on Conpany essentially

del egated t he managenent responsibility for all of its

| easehol d assets to Consol, Inc.?
A. Yes, it has.
Q And has Consol, Inc. accepted that

del egati on and undertaken to nmanage those assets?
Yes, it has.
Q And is that in fact the reason why you are
here?
Yes, it is.
Q In looking at the Exhibits B-3, it appears

to me that escrowis not required froma conflicting clains
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st andpoi nt ?

A No, it is not.

Q And it doesn't look like it's required from
an unknown or unl ocat abl e standpoint either?

A That's correct.

Q So, the royalties should be payable to the
claimants listed in these three without any need to set
asi de?

A That's correct.

Q And that would be true in both of the

applications---?

A Yes.

Q ---because we're dealing with the sane
peopl e?

A Uh- huh. That's correct.

Q Wth regard to percentages here on Exhibit

...the B-3 Exhibits, you re show ng an acreage and percent of
unit for each of the respondents, correct?

A That's correct.

Q And woul d they use that percent of unit
nunmber tinmes 12.5%, the royalty interest, to conpute
royal ty?

A Yes, they woul d.
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Q And also if they want to participate or be
carried, they would use that sane percentage?

A They woul d.

Q Coul d you summari ze for the Board the
interest in these two units that you've been able to acquire
and the interest that you' re seeking to pool ?

A Yes. For Unit L-38, we have | eased
99. 91045% of the coal, oil and gas interest. W're seeking
to pool 0.08955% of the coal, oil and gas interest. W have
| eased 100% of the coal. |In L-39, we have | eased
99.9242% We're seeking to pool 0.0758% of the coal, oil and
gas; and we have | eased 100% of the coal

Q After today's hearing, would you like to
file revised or anended Exhibits B-3 to add the word coal in

front of oil and gas?

A | woul d.

Q Ckay. So that it's clear that it's a fee
interest?

A That's correct.

Q And you' Il do that in both of these units?

A Yes, we wll.

Q Are we tal king about one well per unit?

A Ve are.
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Q And do we need a | ocation exception for
ei ther one?

A No.

Q Are we tal king about 80 acre units under the
Gakwood | rul es?

A Yes, we are.

Q And we're tal king about production then from
the Tiller on down?

Yes, we are.

Q Wul d you tell the Board about the
permtting status and the drilling and the cost of drilling
the wells in these units?

A Yes. For Unit or Well L-38, permt nunber
is 4526. It was issued on April 3rd of 2000, drilled to a
total depth of 1,887.90 feet. The cost was $241, 399. 61.

Unit or Well L-39, permt nunber was 4583. It was issued on
May 17th of 2000, drilled to a total depth of 233...2,333...
2,3...

200.

2,333 feet and .6, at a cost of $243,210. 28.
The...got too many nunbers.

It did. It was.

o > O >» O

The interest that you have been able to
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| ease in L-38 and 39, basically, 99% plus, what are the terns
that you have offered in general to those folks to | ease just
t heir coal bed net hane interest?

A Ceneral terns are a dollar per acre per year

for coal bed nethane | ease, five year termw th one-eighth

royalty.

Q And are you recomendi ng those terns to the
Boar d?

A Yes, we are.

Q Lastly, is it your opinion that the plans

for devel opnent as disclosed by the well plats and the ot her
exhi bits represent a reasonable way to devel op the coal bed
met hane under these two units to the benefit of all owners
and cl ai mant s?

A Yes, it is.

Q And would it be your further reconmendation
to the Board that they enter an order simlar to Exhibit F,
whi ch has been tendered as a proposed order to protect the
correlative rights of all owners?

A Yes, it is.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
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(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: s there a notion?

MAX LEWS: | nake a notion we approve as
present ed.

BENNY WAMPLER: Mbtion to approve as presented. |Is

there a second?

MASON BRENT: | second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: Al in favor, signify by saying

yes.
(Al nmenbers signify yes.)
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next item on

the agenda is a petition from Buchanan Producti on Conpany
under Section 45.1-361.22 for pooling of coal bed nethane unit
under the OCakwood Coal bed Met hane Gas Field | order,
identified as EE-6, Docket Nunmber VGEOB-00-11/21-0844. Ww'd
ask the parties that wish to address the Board in any of this

matters to cone forward at this tine.
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MARK SWARTZ: Mark Swartz and Les Arrington again.

BENNY WAMPLER: The record will show that there are

no others. You may proceed.

LESLI E K. ARRI NGTON

QUESTI ONS BY MR. SWARTZ:

Q |"mgoing to rem nd you, you are under oath,
Les.

A Yes.

Q You need to state your nane for us?

A Leslie Arrington.

Q Who do you work?

A Consol .

Q What do you do for then?

A Permtting and poolings.

Q Did you, either yourself prepare the notice

of hearing application and related exhibits for this pooling

heari ng today, or cause people working for you to hel p you?

A Yes, | did.

Q Ckay. D d you sign both?

A Yes, | have.

Q Was there...tell us about the mailing?
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A. Yeah, it was mail ed on October the 20th of

2000 by certified mail, return recei pt requested.
Q VWhat about the publication?
A It was published in the Bluefield Daily

Tel egraph on Cctober the 25th of 2000.

Q And what was published?
A The notice of hearing and rel ated exhibits.
Q Did you have addresses for everyone, or do

we have sone unknowns?

A No, | think we...l think we did have it for
ever ybody.

Q So, it looks like, |ooking at Exhibit B-3

that you did have addresses...miling addresses for everyone?

A Yes.

Q Have you filed this norning your proofs of
mai | i ng?

A Yes, we have.

Q And al so your proof of publication?

A Yes, we have.

Q So, froma standpoint of escrow for unknowns
or unlocatables, that is not a situation here, and we don't
need escrow for that reason?

A. That's correct.
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Q

are we dealing w

And with regard to conflicting claimescrow,

th a fee interest here, or an adverse

interest that needs to be escrowed?

A
Q

No, it is a fee interest.

And do we need to do sonething with the

first page of Exhibit B-3?

A
Q
A

Q

She may have it |isted.
We got it in here tw ce.
Yeah, it's |isted.

So, we've got separate entries for coa

fee ownership, then there's a subsequent entry for oil and

gas, so we've got

Conpany?
A
Q
Virgi nia genera
A
Q

it covered in terns of the fee entries?
Yes, we do.

The applicant here in Buchanan Producti on

Yes.

And Buchanan Production Conpany is a
part nership?

Yes, it is.

It has two partners that are Appal achi an

perators, Inc. and Appal achian Methane, Inc., who are wholly

owned, indirect subsidiaries of Consol Energy, Inc.? Is that

correct?
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A That's correct.

Q Buchanan Production Conpany is authorized to
do business in Virginia?

A Yes, it is.

Q | s Buchanan Production requesting that
soneone el se be the designated operator?

A Yes, it is.

VWho is that?

A Consol, Inc.
Q | s Consol, Inc. a Del aware corporation?
A Yes, it is.
Q Is it authorized to do business in the

Commonweal th; has registered with the DMVE, and does it have
a bl anket bond on file as required by | aw?

A Yes, it does.

Q Is it true that Buchanan Production Conpany

has essentially del egated the nmanagenent function of its

coal bed nmet hane assets to Consol, Inc.?
A. Yes, it has.
Q And has Consol, Inc. accepted that

del egation and is that, in fact, why you are here on their
behal f this norning?

A. Yes, it is.
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Q It looks |like the respondents are part of a

...an heirship, is that correct?

A It is.

Q Are all of the respondents interested in one
tract?

A Yes, it is.

Q Do you want to add anybody as a respondent

t oday, or subtract anybody?

A No.

Q Wth regard to the Exhibit B-3 that's
attached, have you shown a percentage of unit for each
respondent ?

A Yes, we have.

Q And that woul d be the percentage they would
use in conjunction with the royalty rate and producti on
figures to calculate the royalty?

A Yes, it is.

Q O to calculate their participation interest
or carried interest?

A Yes.

Q The unit that we're tal king about here is an
Cakwood | unit, correct?

A. It is.
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Q So, it would be a frac unit with one well?
A Yes, it is.
| notice the well plat does not show the
wel | ?

BENNY WAMPLER: W noticed that, too.

Q But does it show the road to the well?
A It does show the road to it. CQops.
Q That's all right. At |east he can---

BENNY WAMPLER: Wi ch road?

Q Ckay. If you look in the upper right hand
corner, there's a road that sort of goes to nowhere.

BENNY WAMPLER: Ri ght.

Q Is that where the well---?

A That's correct. It is it.

Q Do we need a | ocation exception?

A No, we do not.

Q Could you tell the Board about the well, the
cost, the drilling and so forth?

A Yes. It's Well EE-6. It was permt nunber

is 4708. It was issued on Septenber 11 of 2000. It was
projected to be drilled, and I'm not sure whether it has
been. | think it's on a DWE, to a total depth...it has been

drilled. I1'msorry. To a total depth of 2,211 feet. It was
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drilled on Novenber the 2nd, 2000, at a cost of $208, 036. 06.

Q Six cents or twenty-six cents?

A It says six here...twenty-six. You're
right.

Q And the idea here would be to devel op and

produce gas fromthe Tiller on down---7?

A Yes.

Q ---under the QGakwood | rul es?

A Yes, it is. Yes, it is.

Q Now with regard to the interest that you' ve

acquired already in EE-6, sone 99% what have been the | ease
ternms that you' ve offered?

A Yes. For coal bed nethane |lease, it's a
dol l ar per acre per year, five year termwth a one-eighth
royalty.

Q And woul d you reconmend those sane terns to
t he Board here?

A Yes, | woul d.

Q And what is the percentage interest that
you' re seeking to pool ?

A 0.425% of the coal, oil and gas.

Q Does soneone have a | ease from sone of the

peopl e you' re seeking to pool ?
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Yes, Equitabl e Resources.
Have you been talking to them about this?

Yes, we have.

o > O »F

Are they kind of Iike the Coomonweal th and
they just can't seemto nmake a deci sion?

A No deci sion yet.

BENNY WAMPLER: Excuse ne. Do you want to be clear

about that?

MARK SWARTZ: Ckay. VDOI.

Q Are you reconmending to the Board that they
pool this unit for production consistent with the devel opnent
pl ans shown in the application and the exhibits attached
thereto as a reasonable plan for devel opi ng the coal bed
met hane assets?

A Yes, we are.

Q And woul d you al so recommend the Board enter
an order that is the substantial equivalent of Exhibit F that
you' ve tendered and that...because the entry of such an order
woul d serve to protect the correlative rights of all owners?

A Yes, it woul d.

MARK SWARTZ: That's all | have.

BENNY WAMPLER:  Any questions for this wtness,

menbers of the Board?
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(No audi bl e response.)
MAX LEWS: | nake a notion we approve as
pr esent ed.

CLYDE KI NG Second

BENNY WAMPLER:  Mbti on and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify yes.)
BENNY WAMPLER:  The application is approved.

MARK SWARTZ: Thank you all very nuch.

BENNY WAMPLER:  Thank you.

BOB W LSON: M . Chai r man.

BENNY WAMPLER:  Yes.

BOB W LSON: One item for the record, at our

Cct ober hearing, the...M. Panela Keene appeared and all eged
that there were nunerous permts issued on and surroundi ng
her property, and that they had not received proper
notification of these permt applications and we commtted to
check on that at that particular tine. W've checked our
records. W had Consol check their records and found that on

each permt application the parties were properly notified.
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For each hearing, the people were properly notified as well.
There was only one notification that was sent that was not
actually signed for. They were given nultiple notices by the

Post O fice and the application was returned, and the

regul ation was followed as far as tine periods in that
instance. So, again, just to set the record straight, these
peopl e were given adequate and proper notice, and all notice
was given according to | aw and regul ati on.

BENNY WAMPLER:  Thank you.

MARK SWARTZ: The only other thing, | just m ght

alert you to the fact that when we cone back, we're going to

have a new nane.

BENNY WAMPLER: | noticed that he said for the tine
being and I et himgo since he didn't repeat it but the one
time.

MARK SWARTZ: W just wanted to see if you all were
listening. It will be Consol Energy.

BENNY WAMPLER:  Anyt hi ng further.

SANDRA RI GGS: As the operator on Buchanan's?

MARK SWARTZ: Yeah, Consol, Inc. is nerging into,

think it's the---.

LESLI E ARRI NGTON: Consol, Inc. is nmerging into

Ener gy.
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MARK SWARTZ: Yeah, is nerging into Consol Energy.

MASON BRENT: |If M. Arrington cannot renenber his

own nanme, how is he going to renmenber the nanme? |It's stil
Consol ?

MARK SWARTZ: Yes.

MASON BRENT: For the tinme being.

MARK SWARTZ: Right, until Decenber 30, 12/31.

We're going to start the New Year with a new nane.

BENNY WAMPLER: | there anything further?

SANDRA RI GGS: There was one other field rul e order

that the Board considered in Cctober. |It's not on the docket
today, but | did distribute a formof the order for entry,
and |'ve circulated that to the counsel as well. You didn't
ask that that one conme back, as | recall. You wanted the
field rule one to cone back and I have provided a copy.

BENNY WAMPLER: | f nothing further, we'll w sh

everybody a Merry Christmas and a Happy New Year. Thank you

all for comng today. Have a safe trip hone.
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STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wit:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcribed by nme personally.

G ven under ny hand and seal on this the 9th day of

January, 2000.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2001.
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