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November 17, 1992
This matter came on to be heard on this the 17th day of
November, 1992 before the Virginia Gas and 0il Board in the
Conference Room at the 4-H Center, Abingdon, Virginia pursuant
to Section 45.1-361.19.B and 45.1-361.22.B of the Code of

Virginia.

MR. CHAIRMAN: I'll be standing in as Chairman for Mr. Benny
Wampler today. At this time I'll ask our Board members
to please introduce themselves.

(BOARD MEMBERS INTRODUCED. )
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ITEM I

CHAIRMAN: The first case on our docket is VGOB-92/10/20~
0281. I understand that there's been a continuance asked
and granted for this motion.

COUNTS: That's correct, Mr. Chairman. I'm Richard Counts
on behalf of Equitable Resources. We were requested by
Ms. Musick and Mr. Rasnake to request as a result of some
mitigating health factors regarding Mr. Rasnake that
Equitable consider that for a continuance to the December

docket.

- CHAIRMAN: Thank you, Mr. Counts. Just a second, I think

I saw another one of our Board members coming in. Let's

wait for him. (Pause.) We will continue now.
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ITEM II

MR. CHAIRMAN: The next item on the docket is VGOB-92/10/20-
0281. All parties that wish to address the Board in this
matter please come forward.

MR. COUNTS: Richard Counts on behalf of Equitable Resources
Exploration.

MR. CHAIRMAN: oOkay. Mr. Counts, go ahead.

MR. COUNTS: Mr. Chairman, Equitable has previously provided
with respect to the pooling of well 2460 a copy of the
receipts to the Department of Mines, Minerals and Energy.
Effectively, this is a unit where Equitable has acquired
approximately 85 percent of the unit and Equitable seeks
to force pool the remainder of this unit. If it please
the Board, I'd like to call my first witness.

MR. CHAIRMAN: You witness will need to be sworn in.

MR. COUNTS: Thank you very much. My first witness would be
Mr. Dennis Baker,

COURT REPORTER: (Swears witness.)

MR. COUNTS: Mr. Chairman, also to indicate somewhat the

complexity of this unit I'd like to call the Board's
attention to Exhibit A. We had somewhere in the vicinity
of almost 100 different tracts which constituted this
unit and obviously but for the ability to force pool this

unit would not have been drilled.
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DENNIS BAKER

a witness who, after having been duly sworn, was examined and

testified as follows:

DIRECT EXAMINATION

BY MR. COUNTS:

Q. Mr. Baker, who are you employed by and in what capacity,

sir?

A. Equitable Resources Exploration. I'm a lease acquisition

supervisor.

Q. And have you previously testified before this Board and
have your qualifications as an expert witness been
accepted?

A. Yes, sir.

MR. COUNTS: Mr. Chairman, I move that Mr. Baker's testimony
as an expert witness be accepted.

MR. CHAIRMAN: Any objections? Okay, Mr. Counts.

. (Mr. Counts continues.) Mr. Baker, is Equitable seeking
to force pool the drilling rights underlying the drilling
spacing unit as depicted on Exhibit A of the application
of well 24607

A. Yes, they are.

s 0 And does Equitable own drilling rights in the unit
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involved and the units herein?

Yes.

And does the proposed unit depicted at Exhibit A include
all acreage within 2,640 feet of well 24607

Yes, it does.

Would you indicate for the Board the interest of Equit-
able in this unit?

Approximately 85.2 pPercent leased.

And are you familiar with the ownership of drilling
rights of parties other than Equitable in this unit?
Yes, I am.

Would you indicate the interest of others in this unit?
Approximately 14.8 percent being unleased.

Are there any other operators in this unit?

Yes, there is. Virginia Gas, I believe, has some leases
in the area ~- within the unit.

And approximately what percent of the unit do they own?
22.22 percent.

When Virginia Gas Company's interest is backed out I
believe we'll find that other operators have 22 percent,
unleased approximately 15 percent, and Equitable with 63
percent leased?

Yes, that is correct.

Are the unleased respondents set out at Exhibit B to the

application?
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Yes, they are.

Prior to filing the application were efforts made to
contact each of the respondents in an attempt to work out
an agreement with regard to development of the units
involved herein?

Yes, they were.

For the benefit of the Board, Mr. Baker, would you
indicate approximately how long it's taken to compile
this application and conduct all work with regard to
these respondents?

We've probably been working on this for in excess of nine
months.

Subsequent to filing the application have you continued
to attempt to reach an agreement with respondents listed
at Exhibit B?

Yes, we have.

And as a result of these efforts do you wish to dismiss
any of the respondents?

Yes, I would.

Which of those respondents would you like to dismiss,
sir? This would be dismissing respondents again from
Exhibit B.

On Page 2, Tract 5, Curtis and Rita Wampler. Page 3,
Tract 16, Brian Keith Church and Jennifer Carol church.

Page 5, Tract 31, Brice Sykes,
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MR. CHAIRMAN: I'm sorry?

THE WITNESS: Tract 31, Brice Sykes.

A.

MR.

MRI

(The witness continues.) on Page 10, being a part of
Tract 39, Junior McGee. Page 11, being a part of Tract
52, James R. Wampler, Jr. Page 12, being part of Tract
52, Charles Wampler and Lona, Roy Wampler and Vivian,
Julie Vance and Roger, Curtis Wampler and Rita. That's
all that needs to be dismissed at this time.

COUNTS: Mr. Chairman, I've just now provided the Board
with a revised Exhibit B which reflects all the changes
to this exhibit. Mr. Chairman, does the Board have any
questions with respect to those parties being dismissed?

CHAIRMAN: Any questions, members of the Board?

(Mr. Counts continues.) Mr. Baker, were efforts made to
determine if the individual respondents were living or
deceased or their whereabouts and if deceased where
efforts made to determine the names and addresses of the
whereabouts of the successors to any deceased individual
respondents?

Yes, they were.

Is it fair to say that the pPrimary sources checked
included deed records, probate records, accessors's
records, and treasurer's records?

Yes, that is correct.

In your professional opinion was due diligence exercised
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to locate each of the respondents listed herein?

Yes, it was,

Are the addresses set out in Exhibit B to the application
the last known addresses of the respondents?

Yes.

With the exception of those parties which you are hereby
dismissing from this Proceeding are you requesting that
the Board force pool all other interests listed at the
revised Exhibit B?

Yes.

Is Equitable seek to force pool drilling rights of each
individual respondent if living and if deceased the
known successor or successors to any deceased individual
respondent?

Yes.

Is Equitable seeking to force pPool drilling rights of the
person designated as trustee and, in fact, in the
capacity of frustee and upon acting in such capacity is
Equitable seeking to force pool the drilling rights of
the successor of such trustee?

Yes, they are.

Are you familiar with the fair market value of drilling
rights in this unit and the surrounding area?

Yes.

Would you advise the Board as to what the fair market
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value would be in this area?

$5 per net mineral acre.

What type of royalty, sir?

One-eighth royalty.

And term?

Standard term being three years.

Did you gain any familiarity by acquiring oil and gas
leases and other agreements involving transfer of
drilling rights of the units involved herein?

Yes.

In your opinion do the terms you've testified to repres-
ent the fair market value of the fair and reasonable
compensation to be paid for drilling rights within this
unit?

Yes.

You've already testified as to the fair market value of
acreage in this unit. Based on that do you recommend
that the respondents listed at Exhibit B and not dis-
missed at this hearing be allowed the following options
with respect to the ownership interest within the unit; A
being participation, B being a cash bonus of $5 per net
mineral acre plus a one-eighth of eight-eighth royalty or
C, in lieu of a cash bonus and the one-eighth royalty to
share in the operation of the well on a carried basis as

a4 carried operator under the following conditions; that
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such carried operator be entitled to a share of the
production from the tracts pPooled accruing to their
interest exclusively with any royvalty or over riding
reserve needs, leases, assignments thereof or assignments
relating thereto in such tracts but only after the
Proceeds allocable to his share equal to either A; 300
percent of the share of such cost allocable to the
interest of a carried operator of a leased tract or
portion thereof or B; 200 percent of the share of such
cost allocable to the interest of the carried operator of
an unleased tract or portion thereof?

Yes, sir. That is correct.

Do you recommend that the order provide that the elec~
tions by respondents be in writing and sent to the
applicant at the address illustrated in the application?
Yes.

And should this be an address for all communications

with applicants concerning the forced pooling order?

Yes, it should.

Do you recommend that the forced pooling order provide
that if not written election is properly made by a
respondent within such respondent shall be deemed to have
elected the cash royalty option in lieu of participation?
Yes.

Do you suggest that the respondent have a 30 day period

10
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of time to file such written election from the date of
the order?

Yes.

And do you also recommend that if the respondent elect to
participate that the respondent should have 30 days in
which to pay the applicant for respondents Proportion of
share of well costs?

Yes.

Does the applicant expect the party electing to partici-
pate to pay in advance that prarty's share of completed
well costs?

Yes.

How much time from the date of the order should the
applicant have to pay or tender any cash bonus becoming
due under the forced pooling order?

30 days.

Do you recommend that the forced pooling order provide
that if a respondent elects to participate but fails to
Pay respondent's proportioned share of well cost satis-
factory to applicant for payment of well cost then the
respondent's election to participate should be treated as
having been withdrawn and void and such respondent shall
be treated just as if no initial election had been made
under the forced pooling order?

Yes.

11
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Do you further recommend the forced pooling order provide
that where the respondent elects to participate but
defaults in payment in regard to the payment of well cost
any cash sum becoming payable to respondent to be paid
within 30 days after the last date on which such respond-
ent could have paid or made satisfactory arrangements for
the payment of well costs?

Yes.

Do you also recommend that the forced pooling order
provide that if respondent refuses to accept the cash
bonus or the cash bonus cannot be paid to a party for any
reason or there is a title defect in the respondent's
interest that the operator create and escrow account for
the respondent's benefit until the money can be paid to
the party or until the title defect is cured to the
Operator's satisfaction?

Yes.

Who are you requesting be named operator under the forced
pooling order?

Equitable Resources Exploration.

COUNTS: Mr. Chairman, I'd also like to introduce at this
time -- I indicated that Virginia Gas Company had
approximately 22 percent interest in this unit. 1I'd like
to introduce as an exhibit a consent to pooling as

provided by Mr. Michael Edwards with Virginia Gas Company

12
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with respect to the working interest owned by Virginia
Gas Company. I will provide the Board with additional
coplies. Mr. Chairman, I have no further questions of
this witness.

MR. EVANS: Why do you want a 30 day limit on pay when
standard orders are 457

MR. COUNTS: Well, we feel that the same requirement is being
made upon the operator in terms of the operators being
given 30 days for the things that the operator has to do.
We feel like based upon the length of time that it takes
to get the order effectively issued and signed and a
supplemental order recorded, etcetera, the fact that this
Pooling is only for a one year period, that 30 days is a
fair and reasonable period of time. We would like to
request that the Board modify it's orders to that regard
in that regard.

MR. EVANS: Would 45 days totally inconvenience you in any
way, shape or form?

MR. COUNTS: It would be an inconvenience, but let me state
that the average length of time, I think, in the vast
majority of state conservation agencies is 20 days. So
we're not trying to ask for something that's not reason-
able. 1In fact, we think that 30 days is very reasonable.
Obviously that's up to the Board's discretion.

MR. EVANS: If 45 days is not a problem -- because we have to

13
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record that order and everything else. So for our
benefit 45 days --

MR. COUNTS: 45 days would be acceptable to Equitable. Thank
you.

MR. CHAIRMAN: Any other questions for the witness?

(Witness stands aside.)
MR. CHAIRMAN: Continue, Mr. Counts.
MR. COUNTS: I'd next like to call Mr. Bob Dahlin.

COURT REPORTER: ( Swears witness.)

ROBERT A. DAHLIN, II

a witness who, after having been duly sworn, was examined and

testified as follows:

DIRECT EXAMINATION

BY MR. COUNTS:

Q. Mr. Dahlin, would you state you full name for the record
and who you're employed by and in what capacity?

A. My name is Robert A. Dahlin, II. I'm an operations
specialist with EREX employed in Kingsport, Tennessee.

Q. Have you testified before the Virginia Gas and 0il --

MR. COUNTS: I must note here, Mr. Chairman, that my witness'
questions indicate the Observation Board, but nonetheless

we will indicate the Conservation Board here this morning

14
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because I suspect he does both functions.

(Mr. Counts continues.) Have you testified before the
Virginia Gas and 0il Conservation Board and have your
qualifications as an expert witness been previously
accepted by the Board?

Yes, sir, I have.

COUNTS: Mr. Chairman, I move that Mr. Dahlin's testimony
a5 an expert witness be accepted by the Board.

CHAIRMAN: Any objections? Okay. Continue, Mr. Counts.
(Mr. Counts continues.) Mr. Dahlin, do your responsibi-
lities include the lands involved herein and the sur-
rounding area?

Yes, sir, they do.

And are you familiar with the proposed exploration and
development of the unitse involved herein and Equitable's
Proposed plan of development?

I am.

What's the total depth of the proposed initial well under
Equitable's_plan of development?

4,630 feet,

And will this be sufficient to pPenetrate and test the
common source of supply in the subject formations?

Yes, sir, it will.

And will the initial well be a legal location?

Yes, sir, it will.

15
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What are the estimated reserves of the unit?

We have assigned 500 million cubic feet of gas to this
unit.

Are you also familiar with the well cost for the Proposed
initial unit well under applicant's plan of development?
I am.

Has an AFE been prepared and reviewed and revised within
the last 45 days and submitted to the Board?

Yes, sir,

And was the AFE prepared by an engineer knowledgeable in
the preparation of AFEs and knowledgeable in regard to
well costs in this area?

It was.

Does this AFE represent a reasonable estimate of the
reasonable well costs for the Proposed initial well under
Equitable's plan of development?

Yes, sir.

Would you indicate for the Board the estimate dry-hole
cost of well 24607

Dry-hole cost would be $162,250.

And the completed well cost?

$279,150.

Do these costs anticipate amount for completion?

Yes, sir.

And does the AFE include a reasonable charge for supervi-

16
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sion?

A. Yes, sir.

Q) Mr. Dahlin, in your professional opinion will granting of
the application be in the best interest of conservation,
prevention of waste, and protection of correlative
rights?

A. It would.

MR. COUNTS: Mr. Chairman, I have no further questions.

MR. CHAIRMAN: Any questions of this witness, members of the
Board?

MR. EVANS: What formations that you plan to produce involve
completion?

THE WITNESS: We'll be TDing in the Devonian Shell producing
from the upper member of that, commingled with the Burea.
The Burea is the primary target.

MR. CHAIRMAN: No other questions. Continue, Mr. Counts.

(Witness stands aside.)

MR. COUNTS: Mr. Chairman, I have no further witnesses. 1I'd
request that the application for the forced pooling for
well 2460 be granted.

MR. EVANS: Mr. Chairman, I move that the application request

be granted for this particular docket item.

MR. MASON: Second.
MR. CHAIRMAN: We have a motion and a second. Any further
discussion? There are a few people that might have came

17
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in late. Does anybody else here wish to address the

Board on VGOB-92/10/20-02817 All in favor signify by

saying yes. (ALL AFFIRM.) Opposed? (NONE.) So

carried.

18
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ITEM III

MR. CHAIRMAN:
number VGOB-92/11/17-0286.

The next item on the Board's agenda is docket

Anybody wishing to address

the Board on this matter please come forward.

The well

number is v-2372.
MR. COUNTS:

Equitable Resources Exploration.

Mr. Chairman, I'm Richard Counts representing

I'd 1like to provide the

Board with a revised plat to Exhibit A.

This plat was

revised in order to be able to indicate all the surround-
ing wells, the vast majority of which are outside the
1,320 foot radius and are more than 2,640 feet away.

That will hopefully indicate for the Board that we're
really locked in with respect to this particular loca-
tion. 1I'd like to request that that be marked as
Exhibit A. In addition, I believe the Board members

have already received a copy of a letter dated November
10, 1992 from Virginia Iron, Coal and Coke Company with
respect to this well 2372 and indicated that it's
reviewed this site and that this site's the only site in
VICC's opinion as coal owner underlying this tract that's
acceptable to VICC. WwWith respect to this request for a
location exception, Mr. Chairman, I'd like to indicate
that this is a situation where Equitable does own 100

percent of the working interest underlying this unit.

19




1 Therefore, we feel like the correlative rights issue is

2 not an issue with respect to this particular hearing,

3 that the issue is one of waste as a result of the

a inability to get a location. 1In the middle of all these
5 wells it's basically an infield drilling location, that

6 waste would occur, and these property owners would not be
7 compensated. We are attempted to maximize the competing
8 uses from a coal and oil and gas standpoint. Wwe have

9 severe physical constraints of locating this well due to
10 == not only to mine works but also with respect to

11 topography. It is the infield drilling location. It's

12 really dictated by the existing wells and we're basically
13 trying to maximize drainage and prevent waste. I'd like
14 to introduce at this time with your approval, Mr.

15 Chairman, our first witness in this matter, Mr. Baker.

16 I'll remind Mr. Baker that he's previously been sworn.

17

18 DENNIS BAKER

19| a witness who, after having been Previously sworn, was
20 || examined and testified as follows:

21
22 DIRECT EXAMINATION

—— e AN
23

24 (| BY MR. COUNTS:

251 Mr. Baker, do your responsibilities include the lands

20
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involved here and the surrounding area?

Yes, they do.

And are you familiar with the application for the
location exception for well 2472 and the relief request-
ed?

Yes, I am.

Is this well location currently under permit?

Yes.

Have all interested parties been notified of this hearing
as required by Section 4.B of the Virginia Gas and 0il
Board Regulations?

Yes.

Would you indicate for the Board the ownership of the gas
underlying well 23727

Yes. The ownership is Virginia Iron, Coal and Coke
Company, 83.34 percent, Pine Mountain 0il and Gas 16.569
percent, and Mckinley Hamilton .88 percent.

And all these parties have been notified and have not
objected, is that correct, sir?

That is correct.

Does Equitable also have oil and gas lease covering all
these interests?

Yes, they do.

In other words, 100 percent of these tracts are leased to

Equitable Resources?

21




1| A. Yes, they are.
218, Mr. Baker, does Equitable operator, have the right to

3 operate, or has Equitable applied for a transfer of

4 permit to operate the receptacle and surrounding wells,

5 ie, P-104 to the northwest, V-2329 to the west, V-2709 to
6 the southwest, V-2328 to the southeast, and v-2867 to the
7 northeast?

8| A. Yes, we do.

9| MR. COUNTS: Mr. Chairman, I have no further questions of this
10 witness. I'll be presenting testimony from Mr. Bob

11 Dahlin next.

12| MR. CHAIRMAN: Any questions of this witness?

13 (Witness stands aside.)

14 .

15 ROBERT A. DAHLIN, II

16 || a witness who, after having been previously sworn, was
17| examined and testified as follows:

18
19 DIRECT EXAMINATION
20

21 || BY MR. COUNTS:

2| Q. Mr. Dahlin, do you responsibilities involve the lands

23 herein and are you familiar with the application for the
24 location exception for well 23727
25| A. Yes, sgir.

22
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Would you summarize briefly to the Board from Equitable's
prospective the purpose of this application?

We're in the development phase of completing Burea upper
shell reserves in this region. This is an infield
drilling location. We have considered spacing, topo-
graphy, and have found and arrived at this drilling site
to produce these reserves.

In the event this location exception well is not drilled
can you project the estimated waste that would occur in
terms of loss of reserves?

It would be the sum of 400 million cubic feet of gas to
this drilling unit.

Should all formations from the surface of the ground to
the total depth drilled be covered by any order issued by
the Board?

Yes, sir. It is again a conventional gas well. We're
producing conventional reserves only.

In your professional opinion in considering the surround-
ing wells as depicted on the revised plat submitted this
morning to the Board is there any other location which
would allow this well to be drilled without requiring a
location exception?

No, sir.

In your opinion will granting of this location exception

be in the best interest in prevention of waste, protect-

23
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ing correlative rights, and maximizing recovery of the
gas reserves underlying 23727
It would.

COUNTS: Mr. Chairman, I have no further questions of this
witness.

CHAIRMAN: Any questions of this witness?

EVANS: Mr. Counts, this letter from VICC, are we to that
yet? 1Is this the proper witness to ask about that?

COUNTS: The letter was received -- was, of course,
addressed to Mr. Wampler, was received by my office, and
I had communications with VICC.

EVANS: I've just got a real quick question on that. I
understand that VICC can speak for VICC. But what does
Pittston proposed to do in this area? It says, "In
addition, Pittston coal group has proposed a longwall
mine in adjacent reserves to the north."

COUNTS: I had the same question. What I was advised by
Mr. Ed Burns with VICC was that Pittston did anticipate a
longwall operation coming in from the southwest and that
in the event that operation did come through that vIce
would be effectively contributing it's acreage and as a
result the longwall operation would come under this
particular tract as well.

EVANS: Has Pittston been given notice of this particular

well?

24
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MR. COUNTS:

been required to be noticed under this particular unit.
MR. EVANS: But Pittston does have reserves and according to

this they do plan to develop?

MR. COUNTS:

I have not had a discussion with Pittston. I think

really,

MR. EVANS: They're not here that's okay.

MR. COUNTS:

input from the coal owner. Obviously before you even get

here we

respect

really feel like all of the coal is in consideration.
The primary consideration obviously in this situation is

the fact that if a location exception cannot be obtained

there's

reserves that are going to be lost in the event the
location exception is not granted.
MR. EVANS: I guess my question was was Pittston specifically

notified of thig --

MR. COUNTS:

this particular hearing and Pikes Resources.

MR. CHAIRMAN:

that there is no mention of ongoing mine works or

proposed mine works and then yYou come before the Board

No, sir. Under this well Pittston would not have

That's only based on my conversation with vICC.

Mr. Evans, that obviously -~

We really want to get in every situation the

have to have the coal owner's approval with

to the location. But in this situation we don't

simply going to be a large area of uncompensated

Pine Mountain did obtain notice with respect to

Mr. Counts, I'm concerned in your application

25




1 with an updated Exhibit A and a letter from Virginia

2 Iron, Coal and Coke Company saying that this is the only
3 location that's acceptable. cCould you support that with
4 some further evidence?

5S||MR. COUNTS: No, sir. I'm not aware of any requirement that

6 requires in terms of the application that we indicate

7 what types of mine workings are proposed in an area.

8 This is simply something that came about as a result of
9 our conversation with vIcc.

10|l MR. CHAIRMAN: 1Is there any ongoing mine activity in the area?
|| MR. COUNTS: No, sir, not based upon -~ T mean, there is past
12 mining activity. There is proposed future mine activity.
13 There is no active mine that I am aware of, sir.

4| MR. CHAIRMAN: So you're asking for an exception from four

15 wells?

16 || MR. COUNTS: No, sir. We're asking for an exception to one

17 well, P-104. All the other wells, Mr. Chairman, are

18 outside the 2,640 foot distance requirement mandated by
19 631.17. The wells have been put on this plat due to the
20 fact that I want to be able to indicate for the Board

21 that there was no direction this well could be moved

22 which would not require a location exception. Effective~
23 ly it's an infield location drilled inst among a number
24 of other wells in the area and if this well is not

25 allowed then the owners of the oil and gas rights -- not
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1 only Equitable but also Pine Mountain and VICC and the

2 other private interest owner will not be produced and as
3 a result they will receive no compensation for their
4 mineral interest.

5| MR. CHAIRMAN: I think I'm confused. You say you're asking

6 for an exception for P-1047?

7| MR. COUNTS: Correct.

8| MR. CHAIRMAN: what about V-28677

9| MR. COUNTS: That is not -- T do stand corrected. T should
10 have explained that one. That is a staked location. It

11 is not Presently one which has been brought before the

12 Board or permitted because in order to bring that one in
13 which would constitute a location exception it would be

14 necessary to have this application in place first. This
15 particular location represents that of an infield

16 drilling location. If it's not approved by the Board

17 those reserves simply will not be recovered.

18 || MR. CHAIRMAN: Okay. Any other questions from the Board?

19 || MR. HARRIS: Let me just ask one question, Mr, Counts, how

20 would you expect that the royalty -- well, T probably

21 shouldn't say it that way. But the gas that would have
22 normally gone to the other well -- you're saying 400,000
23 cubic feet?

24 || MR, COUNTS: Yes, sir. Mr. Dahlin testified that approximate-
25 ly 400 million cubic feet of gas will be wasted in the
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MR. DAHLIN: Those are the reserves that are assigned to that

MR. HARRIS: And the coverage from the others will not

THE WITNESS: This is according to state spacing and how we

MR. HARRIS: But in reality -- I mean Physically speaking,

MR. COUNTS: Mr. Harris, let me interrupt for one second. Mr.

THE WITNESS: That would be an accurate statement.
MR. HARRIS: Thank you.
MR. FULMER: Mr. Chairman, for the benefit of the Board I will

event that this location exception well is not drilled.

particular drilling unit based on our engineering data in

the field.

overlap?

have assigned to this drilling unit.

not circles on a map, but in reality when you're actually

pumping these wellg -~

Dahlin can improvise on this. I think that what's really
considered is whether or not those other wells can
economically recover the reserves that would be left in
Place there. I think that would be the testimony of Mr.
Dahlin, that those reserves would not be economically

recovered be any adjacent wells.

tell you there's a denotation on R-12. That's a pre-
existing permit. It's already issued. S0 it's been a
certified location for a long time and I suspect they're

trying to satisfy state spacing in this petition.
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MR,

- CHAIRMAN: Wwhat's your pleasure?

CHAIRMAN: Any other questions?

(Witness stands aside.)

EVANS: Mr, Chairman, I make a motion that we grant the

Spacing exception for this well.

KELLY: Second.

CHAIRMAN: We have a motion and a second. Any further
discussion? All in favor on approving VGOB-92/11/17-0286

say yes. (ALL AFFIRM.) Opposed? (NONE.) 8o carried.
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1 ITEM IV

3| MR. CHAIRMAN: The next item on our docket is VGOB-92/11/17~
4 0287, well v-2266. all parties wishing to address the

5 Board in this matter Please come forward.

6| MR. EVANS: Mr. Counts, just as a matter of my own Personal

F information do You have a geologist with you today?

8| MR. COUNTS: Yes, sir.

9]l W.C. COLLEY: I'm W. c. Colley with Kenny Colley, my son.

10| MR. CHAIRMAN: Mr. Counts, you may proceed.

11| MR, COUNTS: This is an application for forced pooling for

12 well V-2266 and I'd like to call as my first witness Mr.
13 Dennis Baker. wMr. Baker has been pPreviously been sworn.
14

15 DENNIS BAKER

16 | a witness who, after having heeﬁ pPreviously sSworn, was
17 | examined and testified as follows:
18

19 DIRECT EXAMINATION

20

21 BY MR. COUNTS:

22| Q. Mr. Baker, do your responsibilities include the lands

23 involved underlying unit 2266 and are You familiar with
24 the application for the establishment of a drilling unit
25 pooling order for this particular well?
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Yes.

Is Equitable seeking to force pool the drilling rights
underlying the drilling and spacing unit as depicted at
Exhibit A of the application?

Yes, they are.

MR. COUNTS: Also note here, Mr. Chairman, that we have

Previously provided the Board again with copies of our
return receipts -- not the Board, but the Department for
the benefit of the Board.

(Mr. Counts continues.) Mr. Baker, does Equitable own
drilling rights in the units involved herein?

Yes.

And does the proposed unit depicted at Exhibit A include
all acreage within 1,320 feet of the Proposed well v-
22667

Yes, it does.

Would you indicate for the Board the interest of Equit-
able in this unit, sir?

Approximately 97.5 percent.

Are you familiar with the ownership drilling rights of
parties other than Equitable Gas underlying this unit?
Yes.

Would you indicate what that interest is?

Virginia Gas has approximately 1 percent under lease,

unleased interest being approximately 1.5 percent.
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MR. COUNTS: I'd like to file a copy of this consent to

And with respect to Virginia Gas' interest have they
indicated that they wish to contribute their acreage
towards this unit?

Yes, they have.

And which interest do they have leased under this unit?
They have leased from the Milinda cC. Wallen, et al, and

W. C. Colley and his wife.

pooling, Mr. cChairman, with the Board.

(Mr. Counts continues.) So to reiterate effectively, Mr.
Baker, Equitable right now was 97.5 percent of this unit
under lease, is that correct?

Yes. Including the interest of Virginia Gas it would be
98.5.

Thank you very much, sir. Are all the unleased respond-
ents set out in Exhibit B?

Yes.

Prior to the application were efforts made to contact
each of the respondents in an attempt to work out an
agreement regarding the development of the units involved
herein?

Yes, they were,

Subsequent to the filing of the application have you
continued to attempt to reach an agreement with respond-

ents listed at Exhibit B?
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A. Yes,

. As a result of these efforts do you wish to dismiss any
of these respondents?

A. Yes, I do.

Q. Would you indicate for the Board those respondents you
wish to dismiss?

MR. COUNTS: I've got copies here.

MR. CHAIRMAN: Mr. Counts, I will remind you that ten
copieg ==~

MR. COUNTS: vYes, sir, Mr. Chairman. I was trying to save you
space in the file.

A. (The witness continues.) oOn Page 3 of the revised
Exhibit B, being part of tract 2, middle ways in the page
is Bonnie Ward to be dismissed. Page 4, being a part of
tract 2, Ruth Flemming and also William G. Jackson to be
dismissed.

Q. And these parties that have been dismissed, are those
shown as leased parties now in your revised Exhibit B?

A. Yes, they are.

i Mr. Baker, in attempting to contact all these parties
were the primary sources used including deed records,
Probate records, accessors records, and treasurers
records?

A. Yes.

Q. And in your professional opinion was due diligence
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2 A. Yes.

2 s i Are the addressees set out in Exhibit B to the applica-
4 tion the last known addresses for the respondents?

5( A. Yes.

6 Q. And with the exception of those parties which you just

7 now dismissed from this Proceeding are you requesting
8 this Board force pool all other interest listed at
9 revised Exhibit B?

10 || A. Yes, I am.

a9y Is Equitable seek to force pool the drilling rights of

12 each individual respondent if living and if deceased the
13 unknown successor or Buccessors to any deceased individ-
14 ual respondent?

15 || A, Yes.

16 || Q. Is Equitable seeking to force pool the drilling rights of

17 any person designated as a trustee if acting in the

18 capacity of trustee and if not acting in such capacity
19 the rights of the successed trustee?

20| A. Yes.

21| Q. Are you familiar with the fair market value of drilling
22 rights in this unit and the surrounding area?

23 || A. Yes, I am.

24 |l Q. Would you advise the Board as to what those are?

25| A $5 per net mineral acre, three year term with a one-

34
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eighth royalty.

And did you gain your familiarity by acquiring oil and
gas leases in the area?

Yes.

In your opinion do the terms you've testified to repre-
sent the reasonable fair market value and a fair and
reasonable compensation to be pPaid for drilling rights
within this unit?

Yes.

Based on your prior testimony with respect to fair market
value do you recommend that the respondents listed at
Exhibit B and not dismissed at this hearing be allowed
options with respect to their ownership interest within
the unit?

Yes.

Would you recommend that they be allowed the following
options including participation, a cash bonus of §5 per
net mineral acre, plus a one-eighth royalty or to
Participate as a carried interest owner, share in the
operations under the following conditions; Such carried
operator be entitled to a share of the Production from
the tracts pooled accruing his interest exclusive of any
royalty or any over riding royalty reserved in any lease
assignments thereof or agreements relating thereto of

such those tracts but only after the Proceeds allocable
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to his share equal A; 300 percent of the share of such
cost allocable to the interest of the carried operator of
a leased tract or proportion thereof or B; 200 percent of
the share of such cost allocable to the interest of the
carried operator of an unleased tract or proportion
thereof?

Yes.

Do you recommend that the order provide the elections of
the respondent be in writing and sent to the applicant at
the address stated in the application?

Yes.

And should this be the address for all communications
with the applicant concerning the forced pooling order?
Yes, it should.

Do you recommend that the order provide that if no
election is Properly made be respondent then such
respondent shall be deemed to have elected to cash
royalty option in lieu of participation?

Yes.

And do you recommend that each respondent have 45 days
from which time to make an election from the date of the
final order?

Yes, I do.

If the respondent elects to participate how much time

from the date of the order should respondent have to pay
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applicant for respondent's share of well cost?

A, 45 days.

(AFTER A BRIEF DISCUSSION OFF THE RECORD, THE HEARING

CONTINUED AS FOLLOWS:

Q. (Mr. Counts continues.) If the respondent elects to
participate, in other words, they've got 45 days to make
the election and then they elect to participate how much
time from the date of the order should the respondent
have to pay applicant for respondent's proportioned share
of the well cost?

A. 30 days.

Q. Does the applicant exXpect the party electing to partici-
pate to pay in advance that party's share of completed
well cost?

A. Yes.

How much time from the date of the order should the
applicant have to pay or tender any cash bonus becoming
due under the forced pooling order?

A. 30 days.

Do you recommend that the forced pooling order Provide
that if the respondent elects to participate but fails to
pPay respondent's proportioned share of well cost satis-
factory to applicant for the payment of well cost then
respondent's election to participate should be treated as

having been withdrawn and void and such respondent should

37




2 the forced pPooling order?
3 Yes.

41 Q. Do you recommend the forced pooling order Provide that

5 where a respondent elects to participate but defaults in
6 regard to the payment of well cost any cash sum becoming
7 payable to such respondent be paid within 30 days after

8 the last date on which Such respondent could have paid or
9 made satisfactory arrangements for the rayment of well

10 cost?

1| A, Yes.

12 || Q. Do you recommend that the forced pooling order Provide

13 that if a respondent refused to accept the cash bonus or
14 the cash bonus cannot be paid to a party for any reason

15 or if there is a title defect in the respondent's

16 interest that the operator create an escrow account for

17 the respondent's benefit until the money can be paid to

18 the party or until the title defect is cured to the

19 oOperator's satisfaction?

20 || A. Yes.

21| Q. And who do you recommend that the Board name asg operator
22 under this unit?

23 || A. Equitable Resources Exploration.
24 | MR. COUNTS: Mr. Chairman, that's all the questions I have of

25 Mr. Baker.
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MR. CHAIRMAN: Mr. Colley, do you have any questions of Mr.
Baker?

W.C. COLLEY: Yes, as to the pooling of the gas or rights, we
have a map and according to -- I received from Equitable
Resources and is incorrect. I'd like to discuss that.

KEN COLLEY: This concerns the T. K. Colley portion of the
land.

MR. CHAIRMAN: Go ahead and ask your question of Mr. Baker.

W.C. COLLEY: Well, I have a question -- I have a map here
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MR. COUNTS: Mr. Chairman, I would simply state that we have

that consistent with the pooling of the gas. And
according to my map -- engineering map and this one
provided by Equitable Resources doesn't match, doesn't
correspond. I have a deed and I can explain to you on
the map if you'd like to discuss that or -- we are in

discrepancy in our engineering work here.

Previously met with Mr. Colley. We do have a plat here
which has be certified to by Mr. Glenn Phillips as a
licensed land surveyor. Also I have a plat which I'll be
happy to show the Board with regard to an adjacent well
drilled by Virginia Gas Company, EH-24, in which Mr. W.c.
Colley and his heirs do an ownership interest in and it
effectively indicates the same monuments and boundaries
with respect to that. of course, an objection has been

filed on behalf of Mr. Colley and 1 would submit to the
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Board that the Presumption is in favor of the applica-
tion. The burden is upon Mr. Colley to indicate that
this is incorrect. 1In addition, I would submit to the
Board that this is a private contractual matter not
really within the jurisdiction of the Board and that
Equitable is fully comfortable to the effect that our
plat is correct based upon Mr. Phillip's work and
secondly that our ownership as we've indicated on this
Plat is correct based upon the title work that Equitable

Resources has had done.

KEN COLLEY: May the Board also note that as far as the land

ownerships of T.K. Colley heirs is concerned Mr. Phil-
lip's plotting of that area is incorrect because there is
a -- besides 1.5 percent interest of what they have
marked on our map from the bpercent that we would receive
from the well there is also a majority of land adjacent
to that that is marked on the map as T.K. Colley heirs
which is actually our surface area and not T.K. Colley,
in fact. And that would increase the percentage of our

land area from 1.5 percent to that additional amount.

- COLLEY: What I have isg also certified. wMr. Kendrick at

Kendrick Engineering -~ I algo had Joe Barger from Wise.
I have his map plot. I don't have it with me, but this
is from Kendrick Engineering and I have my deed here

which states this point.
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MR. COUNTS: Mr. McGlothlin, I would be more than happy to
look at whatever maps these gentlemen have to submit.
But I think this would be -- in the event that we can't
come to an agreement this is appropriate for a motion for
boundary dispute resolution under the Circuit Court as
opposed to before the Gas and 0il Board.

KEN COLLEY: That would be fine. Just for the Board's
recognition of what we're discussing here, the way that
the plot recognizes it this is the area that we are
supposedly to have 1.5 percent interest in. This is the
area belonging to the T.KX. Colley heirs. And in cor=-
respondence to that area -- this area in here with the
line being here from here from a beach and I believe to
the barn, covers this area from here, would be adjacent
from here to here. If I might show you, this would be
more fully a demonstration of where -- the areas cor-
respond here and also here. And this area right here is
our land surface.

MR. CHAIRMAN: Mr. Colley, do you agree or disagree with the
amount of acreage that has been stated?

W.C. COLLEY: I disagree. That's my objection to it.

MR. MASON: It seems to me that what we've got here -- I mean,
obviously we can't resolve -- this Board -- any disputed
boundary. What we can do, though, is obviously there is

a conflicting claim with regard to this area in dispute
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4| KEN COLLEY: What do You mean referring to the petition?

5| MR
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which we can recognize. Can You or will you have your
petition reflect the area in question as a conflicting

claim?

- MASON: I'm talking about this petition. Basically what
I'm saying is that there's a conflicting claim to whether
Or not this portion of this area belongs to you or
someone else. We have within our jurisdiction the
ability to recognize that as a conflicting and if their
petition recognizes such there's an escrow that's created
for that until such time as a resolution is made of the
ownership. We don't do that. All 1'm saying is that
from our standpoint we need to just recognize that there

is a conflicting claim as the areas in question.

Resources is that they're trying to force a right-of-way

over our property from that well to the main line.

brought under 361.21 as opposed to with regard to
conflicting claims. And we do have a title opinion on
this one rendered by McKennus and Scott that we'd be
happy to provide to the Board. Aand that title opinion
does reflect that the T.K. Colley heirs whom are listed
in Exhibit B of our application are the rightful owners

underlying this tract. As a result we're very comfort-
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able with that. we feel like that's correct. And if Mr.
W.C. Colley, etcetera, feel that this is inappropriate
then they're more than willing to contest that. If we
feel like a valid claim has been submitted

~- 1if there's any question at that point we would
consider escrowing those funds.

MR. MASON: I stand corrected on that. 1It'sg conventional
wells as opposed to coalbed wells conflicting claim.

KEN COLLEY: The major conflict that we have in the situation
is, like I mentioned earlier, with Equitable Resources
intent to only cover a small portion of 1.5 percent and
then use that 1.5 percent to force a right-of-way over
our property basically on the road which is very virtual-
ly, if not adjacent to our living residence. we own a
considerable amount of land in that area. We're con-
siderable broperty owners there and they want to take
that 1.5 percent and force a right-of-way over our road
without any compensation.

MR. COUNTS: wWith respect to that issue, Mr. Chairman, he's
correct that only a very small portion of the tract is
actually -~ of his acreage is actually contained within
the tract. However, as indicated in previously testimony
the Colley heirs have Previously leased their interest to
Virginia Gas Company. And also estate where you have

life estate also remain-- the lease is granted by all
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those parties and ratified by the remaining parties and
effectively the leases all contain a pooling provision
which is at Paragraph 13 which I will introduce to the
Board, a copy of a certified lease and ratification. 8o
there is a pooling clause in Paragraph 13 of the lease
and in addition the lease provides for the utilization of
such surface tracts with all necessary rights-of-way over
said premises for the aforesaid. And that's in the
granting clause. It is well known and it is without
question the fact that if @ unit is leased -- even if a
unit is unleased and is forced pooled within a unit by a
Board order that the operator of such unit is entitled to
==~ it's implied in the event of an unleased unit and
expressed easements such as exist in this oil and gas
lease and the ratification. I would like to provide a
certified copy of this lease to the Board.

KEN COLLEY: But may the Board also note any leasing agreement
made by T.K. Colley heirs does not reflect the leasing
agreements on our own surface areas involved because
those lease agreements from T.K. Colley heirs does not
include our land surface area.

MR. CHAIRMAN: Mr. Counts, just to clarify the exhibit, what
number are you wishing to mark thig?

MR. COUNTS: We need to mark that one as Exhibit c.

MR. CHAIRMAN: This is an o0il and gas lease?
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MR. COUNTS: That's correct. And Exhibit D would be the

MR. CHAIRMAN: Okay. From W.C. Colley and Ruby Colley, his

MR.

MR.

KEN COLLEY: Members of the Board, there was an earlier

MR.

MR.
MS,

MR.

COUNTS: That's correct.

ratification to the oil and gas lease.

wife to Virginia Gas.

FULMER: That's Exhibit 2. Exhibit 1 was the letter from
EREX.

question stated to one of the gentlemen. As far as one
of the witnesses replied that Virginia Gas has leased or
has agreed to give Equitable Resources a certain percent-
age of the area that they own in their leasing agreement,
to my contention or to my know Virginia Gas has not held
any contention to allow Equitable Resources any access.
They have decided that if Equitable Resources wants to
use their pipeline to ship their gas they're more than
willing to do that. As far as percentage wise or any
interest in the area involved I don't think Virginia Gas
has given them any authorization to use that. I mean, I
might be mistaken on that.
COUNTS: We have before the Board the consent to pool from
Virginia Gas Company.
FULMER: That's Exhibit 1.
RIGGS: Do you have a title opinion?

COUNTS: VYes, ma'am, we do. Would you like to have
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presented to the Board? we'll Provide that. Mark this
as Exhibit 3.

MR. CHAIRMAN: Mr. Colley, the Board is aware now on record
that there is a conflict in the acreage and we'll -= we
don't have the authority to hear --

KEN COLLEY: I realize that. wWe just wanted to bring it to
your attention, sir.

MR. CHAIRMAN: We'll say that you are on record with the Board
to that objection.

W.C. COLLEY: I do have a sheet here received by me Yesterday,
the objections to that right-of-way. 1 have a copy of
that. Dpid you receive it? Did the Board receive a copy?

MR. FULMER: VYes. That was submitted with the pPackage.

MR. COUNTS: Again, Mr. Chairman, with respect to all those
objections raised and the objection filed with the Board
we would submit that those are a private contractual
matter and therefore, the appropriate forum would be the
Circuit Court for those.

KEN COLLEY: For one thing, if the Board will allow, as far as
this hearing today is concerned my father and 1 both did
receive notification as to the hearing taking place.
There are two other parties involved, my sister who also
owns a substantial part in it and also Nancy Owens who
OwWns a substantial part in it. And they were not
notified by certified mail Or in any manner that this
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hearing was taking place today.

COUNTS: I believe the exhibit will reflect that those
parties were all notified. I think what the gentleman's
making reference to is the objection was filed with
regard to a permit application. And on the permit
application the life tenant was only notified and
obviously that hearing will be set, assuming it will be
set in front of the oil and gas inspector based upon the
permit application itself. We received an objection to
permit in addition to an objection to pooling. And that
is the only one were improper notification took Place.
Notification with regard to Mr. Colley and all the
remaining was submitted to DMME and we would submit that
those notifications were Properly made to all parties,

CHAIRMAN: Mr. Colley, who's the owner of record?

16| W.C. COLLEY: I am.

17 MR.

CHAIRMAN: Were You notified, Mr. Colley?

18| W.C. COLLEY: VYes. I received notification, me and my wife.

19 || KEN COLLEY: As far as it stands, the land is in both myself

20
a1
22
23 || MR.

24

and my sister's names. My father and my mother have a
lifetime interest in the Property, but the land is in my
self and my sister's names.
COUNTS: Mr, Chairman, I'd like to again request the names
of the individuals that were not notified.

25 (| W.C. COllEY: Nancy Owens and Milinda wallen.
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25 W.C.

COUNTS: Those parties were notified by return receipt
Tequested, P308914699, accepted by Nancy Owens on
11/3/92. Milinda wallen was notified by P308914632 and
accepted on 10/27/92. Those have been provided with the
Department.

COLLEY: The decision on this, this was Prepared by my
son-in-law Buddy Wallen and an attorney in Clintwood. |
His wife is my daughter Milinda Colley wallen. He said
there was nothing like that sent -- there could be. 1t
could have been an oversight. But my statement was in
regard to his objections here to this right-of-way.

MASON: Do you have a copy of those cards?

COUNTS: Mr. Chairman, I did not keep copies. Like r 3
said, they were submitted to the DMME along with a letter
to Ms. Davis. I can show you that, if You would like,
sir.

FULMER: We received them on October 19th. They're at the
office. I can verify it for the Board.

MASON: Okay. That's fine.

FULMER: They were submitted on November 9th with respect
to this application.

MASON: Thank you.

COLLEY: I stand corrected.

CHAIRMAN: Any other questions of Mr. Baker?

COLLEY: 1I'd like to submit these if -- Mr. counts :
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1 don't think he'd pProbably have a copy of this. I think

2 the Board has a copy, but 1 don't believe he received

3 Copy yet. It was mailed on the 16th.

4]l MR. COUNTS: I did receive a copy of this Yesterday and my

5 understand is that this is an objection you have filed to
6 the application for permit on 2266.

7|l W.C. COLLEY: Yes. That's correct.

8| MR. COUNTS: Have all the parties, the life tenants, etcetera,
9 have all the interested parties been notified now? Are
10 they aware of that objection and the application?

11 || KEN COLLEY: All Parties in our family have been.

12| W.C. COLLEY: My attorney is assisting me in that. My son-in-
13 law Buddy wallen.

14| MR. COUNTS: But all parties are now aware, correct?

15| W.C. COLLEY: As far as T know. I mean, he's handling it for
16 me.

17 || MR. MASON: 1Is this an objection to the pooling or is this an
18 objection to the rermit?

19| W.C. COLLEY: An objection to the right-of-way.

20| MR. FULMER: The objection You have before you is an objection
21 to the pooling.

22 | MR. MASON: But somebody just said there wag also --

23|l MR. FULMER: There is another out there but it has nothing to
24 do wiﬁh this.

25| MR. MASON: Okay.
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MR. FULMER: Which when the hearing is scheduled these people
will be notified of the date of the hearing. But there
is an objection that has been filed against the permit to
V-2266.

MR. MASON: I gee.

MR. FULMER: Mr. Chairman, for some information in regards to
some of the statements made this morning, what Mr. Counts
has submitted in Exhibit 2 is an agreement between
Milinda Wallen, Buddy Wallen, and the other one is an
agreement w.c Colley and Ruby Colley, not the T.K. Colley
heirs.

KEN COLLEY: To clarify subject matters to the Board, we
really have no contention against the pooling of the gas,
Just as long as Equitable Resources deems it in our
interest to see that our interest and our surface rights
are protected. But the pooling matter ig not a great
concern. We have no objection to the pooling as long as
they see fit to work with us on interests that cor-
responds to our own needs.

MR. CHAIRMAN: That's handled outside of this forum.

MR. MASON: wWell, some of those matters would be germane to
the permit application, would they not?

MR. MASON: 1It's simply a more proper forum for discussion of
some of these matters.

MR. FULMER: Yeah,
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MR. CHAIRMAN: Continue, Mr. Counts.
(Witness stands aside.)

MR. COUNTS: I'd like to call my next witness, Mr. Bob Dahlin.

ROBERT A. DAHLIN, II

a witness who, after having been Previously sworn, was

examined and testified as follows:

DIRECT EXAMINATION
M

BY MR. COUNTS:

Q. Mr. Dahlin, are you familiar with the Proposed explora-
tion and development of the unit involved herein and
Equitable's Proposed plan of development?

A, Yes, sir, I am.

Q. What is the total depth of the Proposed initial well
under the applicant's Plan of development?

A. Total depth at this location would be 4,710 feet.

Q. And will this be sufficient to penetrate and test all the
common source of supply in this area?

A. Yes, sir.

Q. What are the estimated reserves of this unit?

At this location our drilling unit has anticipated 400
million cubic foot of gas assigned to 3.
Q. And are familiar with the well costs for the Proposed
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initial unit well under applicant's pPlan of development?
Yes, sir.

Has an AFE been Prepared, reviewed and revised within the
last 45 days and submitted to the Board?

It has.

Was an AFE prepared by an engineer knowledgeable in
Preparation of AFEs and knowledgeable in regard to well
costs in the area?

Yes, sir.

Does this AFE represent a reasonable estimate of the
reasonable well costs for the proposed initial unit well
under applicant's plan of development?

Yes, it does.

Would you indicate for the Board the dry-hole and
completed well cost for this well?

Dry-hole cost would be $126,780 with a completed AFE cost
of $239,060.

And in your professional opinion will the granting of
this application be in the best interest of conservation,
prevention of waste, and pProtection of correlative
rights.

Yes, sir.

23 (| MR. COUNTS: Mr. Chairman, I have no further Qquestions. we

1
2| A.
3
4
5] A.
6 (| @
7
8
9| A.
10| Q.
1
12
13 | A.
14
15
16 || A.
17
18 || Q.
19
20
21
22 || A.
24
25

would request that the forced pooling application for
well 2266 as submitted be approved by the Board,
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MR. CHAIRMAN: Any questions of Mr. Dahlin?

KEN COLLEY: No. But I would ask also that the Board take
into consideration the fore mentioned aspects of what
we're taking into consideration and take that into an
aspect of your decision that you are about to render.

MR. COUNTS: Mr. Chairman, as a result that those things are
not within the pPurview or the jurisdiction of the Board
at this point in time I would request that no mention be
taken.

KEN COLLEY: Until such time as these matters can be remedied
and then the consideration of this forced Pooling can be
re-evaluated at a later date.

MR. COUNTS: Mr. Chairman, the w.c. Colley heirs, etcetera,
will have an opportunity to bring their case before the
appropriate forum. Ag they indicated, they have no
Problems with the pooling. This is a pooling application
as to the relief requested. We would simply request that
the application as submitted be approved.

MR. CHAIRMAN: T have to agree with Mr. Counts. The purpose
of this application is for a pooling order and we can't
allow the evidence that you suggested be part of our
decision on this application. Any other questions?

(Witness stands aside.)

MR. KELLY: 1T move that the application be approved.

MR. EVANS: Second.
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MR. CHAIRMAN: We have a motion and a second to approve the
application, =-- Excuse me. Any discussion of the
application?

MR. MASON: Well, I wanted to ask a question. EXcuse me. I
want to ask this question to Madam Attorney General, if
you will. Looking at D, Mr. McGlothlin and I were
briefly looking at this and it's designating the appli-
cant as the operator providing that the operator shall
have the right to drill, develop, pProduce, market and
sell oil and gas Produced. Granting the right to market
and sell, do we have the power to do that?

MS. RIGGS: I think the statute reads, "The right to drill and
operate." Drill and operate the well under the forced
pooling.

MR. MASON: Then I believe the question would be as to whether
or not embodied in the right to operate is the right to
do all these things, is that correct>

MS. RIGGS: It would be under 45.1 361-21.C.3 "Designate the
gas and oil owner who is authorized to drill and operate
the well." I do not believe there is a definition in the
statute of the word operate. Let me check that. I think
the way our orders read is drill and operate when we do
the designation.

MR. MASON: 1In other words, rather than specifying the powers

of the operator we would just appoint the operator and
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then it would be up to whatever the Proper interpretation
that included their pPowers and not enumerated on our
behalf for any specific ruling as to what those powers
include.

MR. COUNTS: I think that the Board's got continuing jurisdic-
tion to -- for instance, adjudicate cost by well operat-
ors.

MR. MASON: Correct.

MR. COUNTS: And I think as long as the operator is not
unreasonably exercising it's rights then I think that
it's consistent with a general mandate by the Board that
they may operate. But I think that the Board would have
Jurisdiction if it was an unreasonable exercise of those
rights.

MR. MASON: Well, I think it would be more appropriate to have
this read designate the applicant EREX as operator to
drill and operate the drilling unit and just leave it at
that without any enumeration of what those powers
include.

MR. COUNTS: I think that's correct. 1 would totally agree
that it should a generic mandate as opposed to try to
specify because then You're going to have parties coming
back to the Board --

MR. MASON: Would we (Inaudible.) with an amendment to that

effect?
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1]l MR. COUNTS: Yes, sir, you will.
2/ MR. FULMER: 1I'll point out as Just a matter of clarity,

3 though, if you took that one step further as being the
4 operator and designated gas and oil operator, those two
5 definitiong --

6 MR. MASON: Wwell, I understand that. T think it's a lot

7 broader than that.

8| MS. RIGGS: So we will use the standard language of the forced
9 pooling orders.

10 || MR. MASON: Right.

11 MR. CHAIRMAN: Any further discussion?

12|l KEN COLLEY: As far as --

13| MR. CHAIRMAN: I'm 8orry. We have a motion before us right
14 now, Mr. Colley.

15 (AFTER A BRIEF DISCUSSION OFF THE RECORD, THE HEARING
16 || CONTINUED AS FOLLOWS: )

17| MR. CHAIRMAN: Mr. Colley, if it pertains to the motion, Mr,
18 Colley, I can recognize you. I'm 8O0rry. Go ahead.

191l KEN COLLEY: T have two other objections that I was going to

20 bring in front of the Board to continue with respect of
21 notification that You all have already received. But
22 Just to bring it to your full attention if You want to
23 listen to the remaining two objections I'11 be happy to
24 state them.

25| MR. EVANS: Do they pertain to the pooling order?
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KEN COLLEY: wWell, as far as it stands we do -- ag Mr. Counts
mentioned earlier, as far as it stands we have no
objection to the pooling itself.

MR. EVANS: Bring them when they're due.

KEN COLLEY: And when will that be held?

MR. EVANS: It depends on what they're submit to. If it's for
the permit application or whatever else, bring them in
the proper forum at the proper time. 1f they have to do
with the pooling, that's what this pParticular hearing is
about. That's the only thing we can address now, what's
before us.

KEN COLLEY: Okay.

MR. CHAIRMAN: We've got a motion and a second. All in favor

say yes. (ALL AFFIRM, ) All_ggpgaed? (NONE.) 8o

carried.

(AFTER A BRIEF RECESS, THE HEARING CONTINUED AS FOLLOWS: )
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ITEM Vv

MR. CHAIRMAN: The next item on the docket is VGOB-92/11/17-
0288, well v-2431. al1 interested parties come forward,
please.

MR. COUNTS: Mr. Chairman, I'd like to call my first Witness,
Mr. Baker. I'll remind Mr. Baker that he'sg Previously
been sworn with respect to all matters before the Board

today.

DENNIS BAKER
_h_-'-h
a8 witness who, after having been Previously sworn, was

examined and testified as follows:

DIRECT EXAMINATION
M

BY MR. COUNTS:

q. Mr. Baker, are You familiar with Equitable's application
for the establishment of a drilling and pooling order
under well 2431 and is Equitable seeking to force Pool
the drilling rights underlying this Spacing unit as
depicted at Exhibit A of the application?

A. Yes, we are.

Q. Does Equitable own drilling rights involved in the units

herein?
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5| Q. Would you indicate for the Board the interest of Equit~
6 able in this unit?

7| A. Approximately 99.5 percent.

8|l MR. COUNTS: So to reiterate, Mr. Chairman, Equitable has

9 under in the lease in the unit or has 99.5 percent of
10 this unit leased.

1 (| Q. (Mr. Counts continues.) wMr. Baker, are you familiar
12 with the ownership of the drilling rights of Parties
13 other than Equitable underlying this unit?

14| A, Yes, I am.

15 Q. And what's the unleased segment of those interests?

16 || A. Unleased represents .5 Percent.

17| Q. And are all the unleased respondents set out at Exhibit
18 B?

19| A. Yes, they are.

20 || Q. Prior to filing the application for forced pooling were

21 efforts made to contact each of the respondents in an
22 attempt to work out an agreement regarding the develop~
23 ment in the units involved?

24 || A. Yes, they were.

25 || Q. And subsequent to the filing of the application have you
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7 {igls
8
9|l A.
10
11
12| Q.
13
14
15 || A.
16 || Q.
17
18
19
20
21 || A.
2| Q.
23
24
25

continued to attempt to reach an agreement with the
respondents listed at Exhibit B?

Yes, we have.

And as a result of these efforts do you wish to dismiss
any of these respondents?

Yes. We have a revised Exhibit B.

Would you indicate for the Board those parties that
You're dismissing?

On Page 2 of the revised Exhibit B, last shown individual
on tract 2, Lillian Joan Smith and husband Donnie Joe
Jones. That's the only one that we wish to dismiss.

And the figures you've Previously testified to from the
standpoint of .5 percent of the parties being unleased is
reflected on this revised Exhibit B, ig that correct?
That is correct.

Were any efforts made to determine if the individual

respondents were living or deceased or their whereabouts

and addresses of the whereabouts of the Successors to any
deceased individual respondent?

Yes.

And in terms of making these efforts were the Primary
sources used including -- did they include deed records,
Probate records, accessors records and treasurers

records?
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Yes, they did.

In your Professional opinion was due diligence exercised
to locate each of the respondents named herein?

Yes, they were.

And are the addresses set out in Exhibit B to the
application the last known addresses for the respondents?
Yes.

And with the exception of those parties which you've
dismissed from this Proceeding are you requesting that
the Board force pool all other interests listed at
revised Exhibit B?

Yes.

Does Equitable seek to force pool the drilling rights of
each individual respondent if living and if deceased the
unknown successor or Successors to any deceased indivi-
dual respondent?

Yes, we are.

Is Equitable seeking to force Pool the drilling rights of
any person designated as a trustee if acting in the
capacity of trustee and not acting in such capa