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BENNY WAMPLER: Good norning. M nane is Benny

Wampler. I’'m Deputy Director for the Department of Mines,
M neral s and Energy, and Chairman of the Gas and G| Board;
and I'11 ask the Board members to introduce themselves,
starting with M. Glliam

RICHARD G LLIAM R chard Glliam a coal industry

representative of Abingdon, Virginia.

SANDY RI GGS: I'm Sandy Riggs, Assistant Attorney

General and I’'m here to advise the Board.
MAX LEWS: Max Lewi s from Buchanan County, a
public nmenber.

MASON BRENT: My nane i s Mason Brent. I’'m from

Ri chnmond and | represent the Gas and G| Industry.

BOB WLSON: I'm Bob Wilson. I’m the Director of

the Division of Gas and G|, and the Principal Executive to
the staff of the Board.

BENNY WAMPLER: The first itemon the agenda is a

petition from Dom ni on Appal achi an Devel opnent, | ncor porated

for a well |ocation exception for proposed well Blackwood #9.



1 This is docket nunber VGOB-00-05/16-0801. We’d ask the

2 parties that wish to address the Board in this matter to cone
3 forward at this tine.

4 SANDRA FRALEY: Are you ready?

5 BENNY WAMPLER: | ntroduce yourselves, if you will.
6 JOE AUSTIN: Wul d you read that nunber again?

7 BENNY WAMPLER: Yes, sir. 1It’s VGOB-00-05/16-0801.
8 If you’d just introduce yourselves, please.

9 SANDRA FRALEY: Good nbrning. I’m Sandra Fraley

10 with Penn, Stuart & Eskridge. I’'m here today on behalf of
11 Dom ni on Appal achi an Devel opnent on its application for

12 exception to spacing...spacing limtations. | have with ne
13 M. Steve Lockard and M. Jesse Shell who are here and

14 present and will testify on behalf of Dom nion. For

15 convenience, we’ve provided the Board with a notebook with

16 the exhibits to which we will be referring today. At this

17 time, | would ask that our w tnesses be sworn.
18 (Wtnesses are duly sworn.)
19 BENNY WAMPLER: Are there any others that wsh to

20 address the Board in this matter in this case?
21 (No audi bl e response.)
22 BENNY WAMPLER: The record will show there are none.

23 You may proceed.
24
- 4



SANDRA FRALEY: COkay. Steve will be our first

W t ness.

STEVEN R LOCKARD

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

DI RECT EXAM NATI ON

QUESTI ONS BY MS. FRALEY:

Q So, would you please state your full nane
and address for the record?

A Steven R Lockard, Rt. 4, Box 250J-1,
Weston, West Virginia.

Q Are you currently enpl oyed by Dom nion, the

applicant in this matter?

A Yes.

Q I n what capacity?

A Landman.

Q And how | ong have you been enpl oyed in that

capacity?

A Two years.
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Q Prior to your enploynent with Dom nion, have
you been enployed in various capacities related to the
acquisition of rights for and the permtting of gas and oi
wel | s?

A Yes.

Q | s the docunent that has been provided to
the Board as Exhibit One a true and conpl ete copy of your
resunme?

A Yes.

Q And does your resune reflect your
educati onal background and work experience?

A Yes.

SANDRA FRALEY: At this time, | would ask that his

resune be placed in the record as Exhibit One and ask that he
be accepted as an expert w tness?

BENNY WAMPLER: Okay, it’s accepted.

Q Are you currently responsible for
coordinating all records for the permtting of wells in
Virginia for Dom nion?

A Yes.

Q And does that responsibility include the
| ands involved in this application and in the surroundi ng

areas?



© 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

A Yes.

Q Are you famliar with the application for
the | ocation exception for the Bl ackwood #9 well and the
relief that we have requested?

A Yes.

Q Has Dom ni on given notice as required by
regul ation to each person, or entity, identified on Exhibit B
to our | ocation exception application?

A Yes.

Q And is the exhibit nmarked as nunber two in
the materials provided to the Board and the Notice of Hearing
that was mailed along wwth a copy of the application to the
parties listed on Exhibit B?

A Yes.

SANDRA FRALEY: | woul d request that Exhibit B be

placed in the record at this tine also, being our Notice of
Hear i ng.
BENNY WAMPLER: It’s accepted.

Q How was your notice sent?

A It was sent by certified mail/return
recei pts requested.

Q And do you have copies of those receipts?

A. Yes.
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Q And are the docunents identified as Exhibit
Three in the materials provided a true and correct copy of
the return receipts for those notices?

A Yes, they are.

SANDRA FRALEY: | woul d request that Exhibit B, or

Exhi bit Three, also be placed in the record at this tine.

BENNY WAMPLER: It’s accepted.

Q D d you have persons or entities who...whose
names or addresses were unknown or who were unl ocat eabl e?

A No.

Q Are Bl ackwood Land Conpany, Penn Virginia
Coal and Delta Resources the coal owners underlying the
proposed Bl ackwood #9 well unit?

A Yes, they are.

Q Did...and...did...to your know edge, do they

have any objections to the location of this well?

A No.

Q Has a well work permt been filed for this
wel | ?

A Yes, it has.

Q And when was that fil ed?

A March the 9th of this year.

Q Ckay.
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A o 2000.

Q Does the plat attached to the well | ocation
exception application filed by Dom nion indicate the acreage
to be enbraced within the well unit?

A Yes, it does.

Q Are all of the existing wells imredi ately
surroundi ng the proposed Bl ackwood well shown on that plat?

A Yes, ma’am.

Q A Virginia statute provide that wells

drilled in search of gas are not to be |ocated closer than

2,500 feet to any other well conpleted in the sane pool. |Is
the Bl ackwood #9 well |ocated closer than 2,500 feet to any
other wells conpleted in the sane pool ?

A Yeah. The proposed well is closer to an
Equitable Production well 193. 1It’s 2,287 feet away from
t hat wel |

Q And has Equitabl e Production Conpany
approved the proposed | ocation of this well?

A Yes, they have.

Q Is the letter that’s provided in the
materials to the Board and marked as Exhibit Four a true and
accurate copy of Equitable’s approval of this well location?

A Yes, ma’am.
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SANDRA FRALEY: At this tine, | would ask that

Exhi bit Four be placed in the record.

BENNY WAMPLER: It’s accepted.

Q Are you requesting that the Board enter an
order granting an exception to the Statew de spacing unit as
set forth in Virginia Code Section 36.17, granting us the
right to drill Blackwood at the |ocation as depicted at
the...on the well plat?

A Yes.

SANDRA FRALEY: | have no further questions for this

W t ness.

BENNY WAMPLER. Any questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

SANDRA FRALEY: Qur next witness is M. Jessee

Shel | .

JESSE A. SHELL

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

DI RECT EXAM NATI ON

QUESTI ONS BY MS. FRALEY:

10
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Q Coul d you pl ease state your full nanme and
address for the record?

A Jessee A. Shell. | live at One Sw zzer
Street, Buchanan, West Virginia.

Q Are you currently enployed by Dom nion at a
geol ogi st ?

Yes, | am
And how | ong have you been enpl oyed as a
geol ogi st ?

A Five years.

Q Prior to your enploynent with Dom nion, were
you enpl oyed as a geol ogi st by other entities in the oil and
gas industry?

A Yes, for eleven years.

Q | s the docunent that has been provided to
the Board as Exhibit Five a true and conpl ete copy of your
resune?

A Yes, it is.

Q Wi ch refl ects your educational background
and wor k experience?

A Yes.

SANDRA FRALEY: At this tinme, | would ask that

Exhi bit Five be placed in the record and we submt M. Shel

11
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as an expert w tness.

BENNY WAMPLER: It’s accepted.

Q In your capacity as a geologist with
Dom ni on, do your responsibilities include selecting well
| ocati ons?

A Yes.

Q In selecting these | ocations, do you attenpt
to identify locations to maxi mze the recovery of gas

reserves and the nbst econonical and efficient manner?

A Yes.

Q Are you famliar with the proposed Bl ackwood
#9 wel | ?

A Yes, | am

Q And where is it |ocated?

A It’s in the Roaring Fork Field located near
Norton, Virginia. It’s on our Blackwood Land Company lease.

Q And how many wells are currently drilled on

that | ease?

A Since 1998, we’ve drilled seven wells on
this | ease.

Q And will those wells adequately produce the
exi sting gas reserves?

A No.

12
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Q The well plat for Bl ackwood #9 shows that
it’s located near the center of an area which is surrounded
by existing wells. WIIl these existing surrounding wells
adequately produce the gas reserves underlying the proposed
unit for Bl ackwood #9 wel | ?

A No, they wll not.

Q WIIl the drilling of Bl ackwood #9 maxi m ze
the recovery of these existing reserves and elimnate waste
of these resources?

A Yes, it wll.

Q What are the main target formations that you
expect to produce gas fromthis well?

A We plan to produce the Devonian Shell, the

Berea interval, the Weir Sandstone, the Big Linme and possibly

Maxon Sand.
Q And what’s the target depth of the well?
A It will be approximately 5,900 feet.
Q M. Lockard has stated, and the well pl at

indicates, that Equitable’s well is the only well located
within 2,500 feet of the proposed Bl ackwood well. Is it your
understanding that Equitable’s well was also completed in the
sane formation that you expect to conplete except for

possibly the Big Line fornmation?

13
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A Yes, that’s true.
Q What are the estimated anpunt of
reserves fromthe proposed Bl ackwood #9 wel | ?

A W estimate that we shoul d.. . get

recover abl e

approxi mat el y 300, 000, 000 cubic feet of reserves by drilling

the well.
Q And woul d this sanme anobunt of reserves be
lost if the Blackwood #9 well is not drilled and produced?
A. Yes, that’s true.
Q Are you asking for this well |ocation

exception in order to prevent waste and provi de for nmaxinum

safe recovery of the mneral resources on this property?

A. Yes.

SANDRA FRALEY: | have no further questions for this

W t ness.
BENNY WAMPLER: Any questions from nenbers of the
Boar d?
(No audi bl e response.)
BENNY WAMPLER: Do you have anything further?
SANDRA FRALEY: | have nothing further at this tine.
| f the Board has no questions, | would certainly request

that the Board grant our application as submtted.

MASON BRENT: Mr. Chairman, I’d move that we grant

14
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t he application.

BENNY WAMPLER: | have a notion to grant the

application. 1s there a second?

Rl CHARD d LLI AM | second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

SANDRA FRALEY: Thank you very nuch.

JESSE SHELL: Thank you.

BENNY WAMPLER: The next item on today’s agenda is a

petition from Col unbi a Natural Resources, |ncorporated for
pooling of a gas unit identified as CNR-21671. This is
docket nunber VGOB-00-05/16-0802. We’d ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

MASON BRENT: M. Chairman, | nust recuse nyself

fromthis hearing.

BENNY WAMPLER: All right. Thank you.

BOB WLSON: M. Chairman, we, at the D vision of

15
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Gas and G|, received a letter addressing this docket nunber
from Katie D. Bl ankenship and Al vin Bl ankenship. Their
concern addresses a regulatory matter, but I wll distribute
a copy of this letter to the Board nenbers and the reply that
we sent to them

BENNY WAMPLER: Ckay.

(Bob Wl son distributes copies of the letters.)
JIMKISER M. Chairman and nenbers of the Board,
JimKiser on behalf of Colunbia Natural Resources. Qur
wtnesses in this matter will be Ms. Mary Ann Fox and Ms.
Becky Barnes. I’d ask that they be sworn at this time.
(Wtnesses are duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You nay proceed.

MARY ANN FOX

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 Ms. Fox, could you state your nanme for the
Board, who you’re employed by and in what capacity?

A I'm Mary Ann Fox. I’'m employed by Col unbia

16
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Nat ural Resources, and | work in the |legal departnent as a
| and and | aw servi ces coordi nator.
Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?
A Yes, it does.
Q And your qualifications as a expert w tness
in land matters have previously been accepted by the Virginia

Gas and G| Board?

A Yes.
Q And are you familiar with CNR’s application
for the establishnent of a drilling unit and the seeking of a

pooling order for CNR well nunber 21671, which was dated
April the 13th of 20007

A Yes.

Q And does CNR own drilling rights in the unit
i nvol ved here?

A Yes.

Q Now, prior to filing the application, were
efforts nmade to contact each of the respondents listed in
Exhibit Bin an attenpt to work an agreenment with each of
t hese respondents made?

A Yes.

Q And what is the |eased interest of CNR

17
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within the unit?

A 99. 22%
Q Ckay, and are you famliar with the
ownership of drilling rights of parties other than CNR

underlying this unit?
Yes.
Q And what is the percentage that renains

unl eased within the unit?

A .78....78%

Q 0. 787

A 0. 78.

Q And that is represented by the interest in

Tract 7 and Tract 8, which is Katie and Al vin Bl ankenshi p?
A Correct.
Q And was an attenpt nmade to obtain a

voluntary | ease fromthen?

A Yes.
Q Okay. And were...we don’t have any unknown
heirs in this case. |In your professional opinion, was due

diligence exercised to | ocate each of the respondents naned
in Exhibit B?
A Ch, yes.

Q And are the addresses set out Exhibit B to

18
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the application the |ast known addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo
all unleased interest listed in Exhibit B?

A Yes.

Q Now, are you famliar...famliar with the
fair market value 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 We usually pay $5 delay rental, we usually

have a five year termand we provide a one-eighth royalty.

Q And did you gain this famliarity by
acquiring oil and gas | eases and ot her agreenents involving
the transfer of drilling rights in the unit involved here and
in the surroundi ng area?

A Yes.

Q I n your professional opinion, do the terns
you have testified to represent the fair nmarket val ue of, and
the fair and reasonabl e conpensation to be paid for, drilling
rights within this unit?

A Yes.

19
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BENNY WAMPLER. Can | interrupt you for just a

second? You probably just in your conversation are saying
usually. But for this unit---.

JI M KI SER  Yeah, we need to establish a nmarket
rate. So, your testinony would be---.

BENNY WAMPLER: If you’ll back and---.

A $5.

Q So, it would be a $5 per acre delay rental
a five year termand a one-eighth royalty, is that correct?

A Yes.

Q Ckay, now in basis to the respondents who
remai n unleased in Exhibit B, do you state that they be
allowed the follow ng options with respect to their ownership
interest wwthin the unit - one, participation; two, a cash
bonus of $5 per net mineral acre plus a one-eighth of eight-
eighths royalty; three, in lieu of a cash bonus and one-
eighth 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 pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents

thereof or agreenents relating thereto of such tracts, but

20
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only after the proceeds applicable to his share equal, (A -
300% of the share of such costs applicable to the interest of
the carried operator of a | eased tract or portion thereof; or
(B) - 200% of the share of such costs applicable to the
interest of a carried operator of an unleased tract or
portion thereof?

A Yes.

Q Do you reconmend the order provide that any
el ections by a respondent be in witing and sent to the
applicant at Col unbia Natural Resources, Inc., 900
Pennsyl vani a Avenue, P. O Box 6070, Charl eston, West
Virginia 25302, Attention: Mary Ann Fox, Regul ator?

A Yes.

Q And should this be the address for all
comuni cations with the applicant concerning the force...any
force pooling order?

A Yes.

Q Do you recommend that the force pooling
order provide that if no witten elections is properly nade
by a respondent, then such respondent shall be deened to have
el ected the cash royalty option, in other words, deened to
have |l eased, in |ieu of participation?

A Yes.

21
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Q And shoul d any unl eased respondents be given
thirty days fromthe date of the execution of the order to
file witten el ections?

A Yes.

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

A Yes.

Q Does the applicant expect that party
electing to participate to pay in advance that parties share
of 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
order, and thereafter annually on that date until production
is achieved, to pay or tender any cash bonus becom ng due
under the force pooling order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate, but fails to pay
respondents proportionate share of well costs satisfactory to
the applicant for paynent of said costs, then respondents

el ection to participate should be treated as having been

22
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w t hdrawn and voi d?

A Yes.

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

A Yes.

Q Ckay. Now, we do not have any unknown or
unl ocateable interest wwthin this unit, is that correct?

A That’s correct.

Q Therefore, there’s no reason for the Board
to establish an escrow account for this particular unit under
their order, right?

A That’s correct.

Q And who shoul d be naned t he operator under
any force pooling order?

A Col unbi a Natural Resources, Inc..

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

23



© 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

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness?

BECKY BARNES

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

QUESTI ONS BY MR KI SER

Q Ms. Barnes, could state your nane for the
Board, who you are enployed by and in what capacity?

A Becky Barnes. I’'m empl oyed by Col unbi a
Nat ural Resources as Seni or Prospect Engi neer.

Q And your qualifications as a expert wtness
in the area of engineering and operations have previously
been. .. previously been accepted by the Virginia Gas and QG |
Boar d?

A Yes, they have.

Q And do your responsibilities include the
| and i nvol ved here and in the surroundi ng area?

A Yes.

Q And you’re familiar with the proposed plan
of expl oration?

A. Yes.

24
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Q And what is the total depth of the proposed
wel | under the plan of devel opnent?

A 5, 655 feet.

Q And is the applicant requesting the force
pool i ng of conventional gas reserves, not only to include the
designated formations, but any other formations excl uding
coal formations which may be between those formations
designated fromthe surface to the total depth drilled?

A Yes.

Q And what are the estinmated reserves of the
unit for well nunber 216717

A 360, 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 as Exhibit Cto the force pooling
appl i cation?

A Yes.

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 Yes.

25
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Q I n your professional opinion, does this AFE
represent a reasonable estimate of the well costs for the
proposed well under the plan of devel opnent?

A Yes.

Q Could you at this tinme state for the Board
both the dry hole costs and conpleted well costs for this
wel | ?

A The dry hol e costs are $156, 730 and the
conpleted well costs are estimated at $276, 621.

Q And do these costs anticipate a nmultiple
conpl eti on?

A Yes.

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

A Yes.

Q And 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 witness at this
time, M. Chairnman.

BENNY WAMPLER:. The AFE that we have is not signed.
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You’re...you’ll need to do that and supplement the record.
If you have that with you, we’ll accept it.

(JimKiser consults with his clients.)

JIMKISER Can we just supplenent the hearing with
a signed one?

BENNY WAMPLER: Yes, you can

JI M KI SER: The person who’s supposed to sign it is
Mr. Jack White, I guess, and he’s not here. So---.

BENNY WAMPLER: Ckay. Any ot her questions from

menbers of the Board of this wtness?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKI SER: No. Mr. Chairman, we’d ask that the
application be approved as submtted with the caveat that
we’ll be sending you a signed AFE to be attached to the
application.

BENNY WAMPLER. Do | have a notion to approve?

MAX LEWS: | make a notion that we approve it as
pr esent ed.

BENNY WAMPLER: A second? W have a notion to

approve. |Is there a second?

Rl CHARD d LLI AM | second.

BENNY WAMPLER: The notion and second. Any further

27



© 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

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

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

(AI'l nmenbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. The

next itemon the agenda is a petition from Col unbi a Natural
Resources for pooling of a gas unit identified as CNR- 23795.
This is docket nunber VGOB-00-05/16-0803. W would 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,

JimKi ser on behal f of Col unbi a Natural Resources. Qur

witnesses in this matter will once again be Ms. Fox and M.
Barnes. I’1l1 remind them that they have previously been
swor n.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MASON BRENT: M. Chairman, | nust recuse again

BENNY WAMPLER: Thank you.

28



© 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

MARY ANN FOX

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 Now, Ms. Fox, if you’d again state your name
for the Board, who you’re enployed by and in what capacity?

A I'm Mary Ann Fox. I’'m employed by Columbia
Nat ural Resources as a |land and | aw services coordi nator in
our | egal departnent.

Q And you’re familiar with CNR’s application
for the establishnent of a drilling unit and the seeking of a
pooling order for CNR well nunber 23795, which was dated
April the 13th of 20007

A Yes.

Q And does CNR own drilling rights in the unit
i nvol ved here?

A Yes.

Q Now, prior to filing of the application, was
an attenpt nade to obtain a voluntary |ease fromeach of the
parties identified as having an interest within the unit?

A Yes.

Q And what is the interest of CNRwithin the
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unit at this tine?

A 95.43% of the unit is under |ease.

Q And are you famliar with the ownership of
drilling rights of parties other than CNR underlying this
unit?

A Yes.

Q And what is the percentage of the unit that

remai ns unl eased at this tine?

A 4.57%
Q Now, are all unleased parties set out at
Exhi bit B?
Yes.
Q And were efforts made to determne if

i ndi vi dual respondents were |iving or deceased, or their
wher eabouts, and, if deceased, were efforts nmade to determ ne
t he nanes, addresses and whereabouts of the successors to any
deceased i ndi vi dual respondents?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in Exhibit B?

Yes.

Q Now, are the addresses set out in Exhibit B
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to the application, the | ast known addresses for the
respondent s?

A Yes.

Q And are you requesting this Board to force

pool all unleased interest listed in Exhibit B?

A Yes.
Q Now, are you famliar with the fair market
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 $5 delay rental per acre, a five year term

and a one-eighth royalty.

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

A Yes.

JIMKISER At this time, Mr. Chairman, I’d ask that
the testinony that we previously took in the prior hearing,
whi ch was VGOB docket nunber 00-05/16-0802, regarding the

el ection options afforded unl eased parties and their
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different tine lines in which to nmake these el ections be
i ncorporated into this hearing.

BENNY WAMPLER: That wi ||l be incorporated.

Q And, Ms. Fox, do we have any unknown or
unl ocateable interest wwthin this unit?

A No.

Q And therefore, we do not need to establish
an escrow account under the Board order?

A That’s correct.

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

A Col unmbi a Nat ural Resources.

JI'M KI SER: Thank you. That’s all of this witness
at this tinme, M. Chairnman.

BENNY WAMPLER: Any questions of this witness from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

BECKY BARNES

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

QUESTI ONS BY MR KI SER
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Q Ms. Barnes, if you’d again state your name,
who you are enployed by and in what capacity?

A Becky Barnes. I’'m employed by Columbia
Nat ural Resources as a Seni or Prospect Engi neer.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A Yes.

Q And you’re familiar with the proposed plan
of exploration for well 237957

A Yes.

Q And what’s the total depth of the proposed
wel | under the plan of devel opnent?

A 6,078 feet.

Q And are we requesting the force pooling of
conventional gas reserves not only to include the designated
formations, but any other formations, excluding coal
formati ons, which may be between those formations designated

fromthe surface to the total depth drilled?

A Yes.

Q Now, when we filed our application, we
listed the reserves for the life of the well at 285, 000, 000
cubic feet. |Is that correct?

A That’s correct.
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Q We have since had your departnent rel ook at
that and we want to anend that figure through this testinony
and the figure that we actually want to have included in the
Board order would be estimated reserves as 350, 000, 000 cubic
feet, is that correct?

A That’s correct.

Q Okay, you’re familiar with the well costs
for the...for this particular well under the plan of
devel opnent ?

A Yes.

Q An AFE been reviewed and submtted to the
Board, but again in this case, it hasn’t been signed, is that
correct?

A That’s correct.

JIM KI SER: Okay. Again, Mr. Chairman, we’d ask
that we caveat any approval of this application with the fact
that we’ll get you a...an AFE signed as quickly as possible.

BENNY WAMPLER: Okay. Let me question...I don’t

mean to interrupt you, bu on the estinated total depth, |
have 5,725 and | believe you said 6,078.

JIMKISER M/ applicationis 6,078. Are you
getting it off the AFE?

BENNY WAMPLER: Yeah, | know it has it in there, but
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i t’s on the AFE.
(JimKiser confers with his client.)

BENNY WAMPLER: Here’s what I'm going on. The AFE

is...the application says 6, 078.
JI M KI SER  Ckay.
BENNY WAMPLER: The AFE says 5, 725 on ny copy, over

to the right.

BECKY BARNES: Ch, it sure does. But they have---.

MARY ANN FOX: It’s estimated.

BECKY BARNES: They have 6,065 down as the footage

on the contract drilling costs section.
JIM KI SER: So, we’ve got three different depths.

BENNY WAMPLER: Anyway...I mean, I...you know, I'm

willing to accept...you know, we’ll take 6,078 as your
estimated...it’s in your application. When you do this, you
probably need to just keep the nunbers the sane.

BECKY BARNES: I understand. We’ll revise it.

(JimKiser confers with his client.)

Q Ckay, so, the estimated total depth, the TD
on the well is 6,0787?

A That’s correct.

Q Now, was your AFE prepared by an engi neering

depart nent knowl edgeable in the preparation of AFEs and
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know edgeable in regard to well costs in this area?

A Yes.

Q I n your professional opinion, does this AFE
represent a reasonable estimate of the well costs under the
pl an of devel opnent ?

A Yes.

Q Coul d you state for the Board both the dry
hol e costs and conpleted well costs for 237957

A The dry hole costs are $161, 434 and the
conpl eted well costs are $297, 531.

Q Now, do these costs anticipate a nultiple
conpl eti on?

A Yes.

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

A Yes.

Q And 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 witness at this

time, M. Chairnmn.
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BENNY WAMPLER:  Any questions from nenbers of the

Board of this w tness?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER: We’d ask that the application be

approved as submtted wth the addition of the new AFE

si gned.

second?

BENNY WAMPLER: Do | have a notion to approve?

RI CHARD d LLIAM | make that notion.

MAX LEWS: | make a notion that we approve.

BENNY WAMPLER: Motion to approve. Is there a

believe Richard nade a notion. Do you second?

MAX LEW S: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

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

(Al nmenbers signify yes.)
BENNY WAMPLER: No? Any nos?

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. The

next itemon the agenda is a petition from Equitable

Production Conpany for pooling of a gas unit identified V-

2135.

This i s docket number VGEOB-00-05/16-0804. We’d ask
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the parties that wish to address the Board in this matter to
conme forward at this tine.

JIMKISER M. Chairman, JimKiser on behal f of
Equi t abl e Production Conpany. Qur witnesses in this matter
will be Don Hall as to land and M. Martin Puskar as to
operations. We do have a revised Exhibit B, which I’'d like
to pass out at this tine.

(JimKiser distributes an exhibit.)

BENNY WAMPLER: The record will show there are no

others. You nay proceed. Are your w tnesses sworn?
JIMKISER Oh, no. Could you please swear the
W t nesses?

(Wtnesses are duly sworn.)
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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
Board, who you’re employed and in what capacity?

A Don Hall. I’'m employed by Equitable
Production Conpany as District Landman.

Q And do your responsibilities include the
| and i nvolved here in the unit for V-2135 and in the

surroundi ng area?

A Yes, sir.
Q Are you famliar with Equitable's
application for the establishnent of a drilling unit and

seeking of a pooling order for EPC well nunber V-2135, dated
April the 13th of 20007

A Yes, | am

Q And does Equitable own drilling rights in
the unit involved here?

A W do.

Q Now, prior to filing of the application

were efforts made to contact each of the respondents naned in
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Exhibit B and an attenpt to work out a voluntary |ease with
each of them nade?

A Yes, there were.

Q Okay. Now, what was the interest of
Equitable...the |l eased interest of Equitable wthin the unit

at the time of the application?

A At the tinme of the application, it was
97.14%. But since then we’ve...we have acquired another
i nterest.

Q Okay. We’ve acquired an additional | ease

since the tine of the filing of the application and that

interest is represented in Tracts 3, 4, 5, 6 and 7. |s that
correct?

A Yes, that’s correct.

Q And that is the interest of Beverly Robi nson

Hooker and Joseph Scott Hooker?

A That’s correct.

Q Ckay. Now, what does that...after having
acquired that | ease, what does that bring the total |ease

per cent age to?

A 97.19%
Q Ckay. And are you famliar with the
ownership of drilling rights of parties other than Equitable
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wWithin this unit?

A Yes.

Q And what is the percentage of the interest
t hat renmai ns unl eased?

A 2.81%

Q Now, are all unleased parties set out in
Revi sed Exhibit B?

A Yes.

Q Now, were efforts nade to determne if any
i ndi vi dual respondents were |iving or deceased or their
wher eabouts, and, if deceased, were efforts nmade to determ ne
t he nanes and addresses and whereabouts of the successors to
any deceased i ndividual respondents?

A Yes, there were.

Q Ckay, now, in your professional opinion, was
due diligence exercised to |l ocate each of the respondents
named in the Revised Exhibit B?

A Yeah, it is.

Q And are the addresses set out in Revised
Exhibit B to the application the | ast known addresses for the
respondent s?

A They are.

Q Are you requesting the Board to force poo
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all unleased interest listed in Revised Exhibit B?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes, | am

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

A It’s a $5 bonus, a five year term and one-

eighth royalty.

Q Did you gain your famliarity by acquiring
oil and gas | eases and other agreenents involving the
transfer of drilling rights in the unit involved here and in
t he surroundi ng area?

A | did.

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
within this unit?

A They do.

Q Now, as to the respondents |isted in Revised
Exhi bit B who remai n unl eased, do you...do you agree that

they be allowed the follow ng options with respect to their
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ownership interest within the unit - one, participation; two,
a cash bonus of $5 per net mneral acre plus a one-eighth of
ei ght-eighths royalty; three, in lieu of a cash bonus and
one-eighth of eight-eighths royalty share in the operation of
the well on a carried bases as a carried operator under the
foll ow ng conditions: Such carried operator shall be
entitled to the share of production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents
thereof or agreenents relating thereto of such tracts, but
only after the proceeds applicable to his share equal 300% of
the share of such costs applicable to the interest of the
carried operator of a |leased tract or portion thereof; or
200---7

A Yes.

Q ---— or of 200% such costs applicable to the
interest of a carried operator of an unleased tract or
portion thereof?

A Yes.

Q Now, do you recomend that any el ections by

respondents be in witing and sent to the applicant at
Equi t abl e Producti on Conpany...are we going to need a new

addr ess?
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A I guess we’ll need to change that address.
kay. And what woul d the new address be?
A It will be C overleaf Square, Building G
Ki ngsport, Tennessee.

MARTI N PUSKAR: Bi g Stone Gap.

Attention: Rita.

Attention Rta McAothlin-Barrett?

A I'm sorry. Big Stone Gap.
Q Cl overl eaf Square?

A Cl overl eaf Square, Building G
Q Buil ding G

A Bi g Stone Gap.

Q Big Stone Gap, Virginia.

A 24219.

Q 24219.

A

Q

A

That’s correct.
JIMKISER D d you get that, Sandy?
SANDRA RI GGS: Un- huh.

Q And should this be the address now for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Ckay. Now, do you reconmmend that the order
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provide that if no witten election is properly nmade by a
respondent, then such respondent shall be deened to have
el ected the cash royalty option, in other words, deened to
have | eased in lieu of participation?

A | do.

Q And shoul d any unl eased respondents be given
thirty days fromthe date of the order to file 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 the party electing
to participate to pay those costs in advance?

A Yes.

Q And shoul d the applicant be allowed a
hundred and twenty days followi ng the recordation date of the
Board order, and thereafter, annually on that date, until
production is achieved to pay or tender any cash bonus
becom ng due under the order?

A Yes.

Q Do you recommend that the order provide that
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if the respondent elects to participate, but fails to pay
their proportionate share of well costs satisfactory to the
applicant for paynent of those costs and their election to
participate be treated as having been w thdrawn and voi d?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate, but defaults in
regard to the paynent of well costs, any cash sum becom ng
payable to that respondent be paid within sixty days after
the | ast date on which such respondent could have paid, or
made satisfactory arrangenents to nake the paynent of those
wel | costs?

A Yes.

Q Ckay. Now, we do not have any unl ocat eabl es
or unknown wthin this unit, do we?

A No.

Q So, therefore, we do not need to establish
an escrow account under the order, correct?

A Correct.

Q And who shoul d be naned t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

JIMKISER Nothing further of this witness at this
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time, M. Chairnmn.

BENNY WAMPLER: Any questions of this witness from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

MARTI N PUSKAR

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

QUESTI ONS BY MR KI SER

Q Mr. Puskar, if you’d state your name for the
Board, who you are enployed by and in what capacity?

A Martin Puskar. I’m employed by Equitable
Production Company and I’'m a petroleum engineer.

Q And your qualifications as an expert wtness
i n operations have previously been accepted by the Board?

A Yes, they have.

Q And do your responsibilities include the
| and invol ved for the unit V-2135?

A Yes.

Q And are you famliar with the proposed plan
of devel opnent for this unit?

A. Yes, | am
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Q And what is the total depth of the proposed
wel | ?

A The total depth is 5,043 feet.

Q And is the applicant requesting this force
pool i ng of conventional gas reserves not only to include
designated formations, but any other formations excl uding
coal formations which may be between those formations

designated formthe surface to the total depth drilled?

Yes.
Q And what are the estinmated reserves of this
unit?
A We’ve estimated reserves at 550,000,000
cubic feet.
Q And are you famliar with the well costs for

t he proposed wel | ?

A Yes, | am

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

A Yes, 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. Yes.
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Q I n your professional opinion, does this AFE
represent a reasonable estimate of the well costs for the
proposed well under the applicant’s plan of development?

A Yes.

Q At this time, could you state for the Board
both the dry hole costs and the conpleted well costs for V-
21357

A The dry hol e costs are $148,320 and the
conpleted well costs is $252, 270.

Q And do these costs anticipate a multiple
conpl eti on?

A Yes, it does.

Q And does your AFE include a reasonabl e
charge for supervision?

A Yes.

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 the witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the
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Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do have anything further?

JIMKISER. We’d ask that this application be
approved as submtted, M. Chairnman.

BENNY WAMPLER: |Is there a notion?

MAX LEWS: | nmake a notion we approve it.

MASON BRENT: 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. (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. The

next itemon the agenda is a petition from Equitable
Production Conpany for pooling of a coal bed nethane unit
identified as VCG-3968. This is docket nunber VGOB-00-05/16-
0805. We’d ask the parties that wish to address the Board in
this matter to cone forward at this tine, please.

JIMKISER M. Chairman, JimKiser on behal f of

Equi t abl e Production Conpany. | think there are sone other
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folks here. We’ve...we got a letter from some of the
interest owners regarding the, if | can find it here,
regarding the...our Exhibit B on our initial application in
the way that we had the interests represented. | think, at
| east the letter | have in front of ne, cane fromthe

Austi ns.

JCE AUSTIN. Right. It would have been (i naudible)

Austi n.

JIMKISER Al right. And it was dated...well, it
was tinely, whenever it was dated. Anyway,
we've...we've...in fact, I think one of our Equitable people
went out and tal ked with the Austins and we have sent a
letter to all the affected parties seeking a conti nuance and
we would formally ask the Board for a continuance at this
time for this matter until the June docket so that we can
meet with them and make sure we’ve got out Exhibit B correct.

BENNY WAMPLER: Okay. So, you’re...you’re going to

correct your Exhibit B based on the information as submtted?
JIM KI SER  Ri ght.
BENNY WAMPLER: And you under stand that they’re

requesting---7?

JOE AUSTIN Yes that is two issues we had fromthe

heirs and the church.
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JIM KI SER: Right. We’ve corrected as to both
I Ssues.

JOE AUSTIN: Ckay.

LOUVENI A AUSTIN: Do you want ne to read it?

JI'M KI SER: Ma’am?

LOUVENI A AUSTIN: Do you want ne to read the

obj ecti on?

JOE AUSTIN: No, he said there was---.

LOUVENI A AUSTI N:  Ckay.

BENNY WAMPLER: Wel |, the Board nenbers have your

obj ecti on.

LOUVENI A AUSTI N:  Ckay.

BENNY WAMPLER: He’s asking for a continuance to

next nmonth until they can get their application approved?

LOUVENI A AUSTIN. Until June. Ckay. So, you al

have all your information that you need?

JCE AUSTIN. Wait a mnute. They is...they is

anot her issue that cane up---.

BENNY WAMPLER: | need you to state your nane for

the record. If you will, conme over here and |lets get you on
t he record.

JCE AUSTIN. Do you just want ne to state ny nane

and addr ess?
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BENNY WAMPLER: Yes, pl ease.

JOE AUSTIN: Joe Austin. 809 Afton Street,

Ki ngsport, Tennessee 37660.
BENNY WAMPLER: All right. Now, you may tell us

your - - -

JOE AUSTIN. W net with Rta Md othlin-Bennett and

she tells us that they’re two Wills that we don’t know
anyt hing about. So, if anybody has them we would like to
have a copy of the...l nean, the nunber of the deed and page
on both Wlls till we can go pick themup. |[|s that
agreeable, M. Hall?

DON HALL: Yes, sir. 1I’1ll have to get with Ms.
MAdothlin to find out, or Ms. Barrett, to find out which
Wills she’s talking about.

JOE AUSTI N: Well, she’s talking about...well, on

(i naudi bl e).
DON HALL: Did you say Wlls or wells?
DONNA VWHI TEHEAD: W | s.

JOE AUSTIN: Sir.

DON HALL: Did you say wells or WIIs?
JCE AUSTIN. Well, she said WII. Said there was

two Wills out on this place that we didn’t know anything

about .
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JIMKISER Well, she...I guess, she’s probably

tal ki ng about the...naybe the Lula Ransey Brandum W | .

JCE AUSTI N: Well, that’s all the church....

JIM KI SER Ri ght.

DON HALL: She’s...she’s on vacation this week. I

can have her get in contact with you as soon as she gets back

and give you that information.

JI M KI SER: Yeah.
JOE AUSTIN: Yeah, we would |like to have the nunber.

You know what | nean---.

you early

DON HALL: Yeah.
JOE AUSTIN ---of the...of the deeds or WIIs.

JI M KI SER: Where it’s recorded?

DON HALL: Yeah.

JIM KISER Ri ght.

JCE AUSTIN. O the copies, or anything like that.

DON HALL: I’11...I’11 have her get in contact with
next week.

JCE AUSTI N. Thank you.

JIM KI SER: Correct me if I'm wrong, but I think

that our last meeting on this matter, we’d come to the

conclusion that your representation of the ownership was

correct.
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DON HALL: Ri ght.
JOE AUSTIN: Onh, thank you.

JIMKISER: So, I don’t think there’ going to be any
nore issues there.

JOE AUSTIN:. On the church and the---?

JIM KI'SER Ri ght.

DON HALL: Correct.

JI M KI SER Yeah.

JOE AUSTIN: It is. 1It’s correct.

JIM KI SER And we have the interest right. W just
didn’t really have them laid out right.

JOE AUSTI N Right.

JIMKISER At |east on the...on the El bert Ransey
part.

DON HALL: It was the---.

JIMKISER On the Lula Ransey part, that needs to
be changed to the church.

DON HALL: The way the exhibit was---.

JCE AUSTIN. So, now will we get copies on...show ng

us---2?
DON HALL: Yeah.
JIMKI SER: You’ll...we’ll...we’ll...I711 file a

revised Exhibit B no later than Friday of this week.
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JOE AUSTI N Uh- huh.

JIM KI SER: And you’ll get that.

JOE AUSTIN: And on...on well 3968, do we neet here,

or sonewhere, June the 20th?

JIMKISER June the 20th at this sane place.

JOE AUSTIN: And then on this well 312...3212

we. .. we---.

shoul d- - -.

JIMKISER That wll be the sane day.
JCE AUSTIN. Sane day?

JI M KI SER Yeah.

JCE AUSTIN. And this one will be the sane thing?

JI M KISER 36217

JCE AUSTIN. Wiere you failed to give us notice?

DON HALL: Yes, that will be on the sane date. You

JOE AUSTIN It will be June the 20th?

DON HALL: Yeah.
JIMKISER Right. Al three of those wells wll be

on June the 20th.

conti nued

JOE AUSTI N Ckay.

BENNY WAMPLER: All right. This matter wll be

to next nonth then w thout any objections.

The next itemon the agenda is the petition from
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Equi t abl e Producti on Conpany for a well |ocation exception
for proposed well VAD 4327. This is docket nunber VGOB-00-
05/ 16- 0806. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

(Pause while parties exit the room)

JIM KISER Now, M. Chairman, JimKiser on behal f
of Equitable Production Conpany. Qur witnesses in this
matter again be M. Hall and M. Puskar.

BENNY WAMPLER: The record will show there are no

others. You nay proceed.
JIMKISER: And I’11l remind them that they have

previ ously been sworn.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR HALL:

Q M. Hall, could you state your nane for the
Board, who you’re employed by and in what capacity?
A Don Hal |, Equitable Production Conpany as

Di strict Landman.
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Q And your qualifications in the area of
seeki ng of variances have been previously accepted by the
Boar d?

A They have.

Q And your duties include the Iand involved in
the unit for VAD 4327 and the surroundi ng area?

A Yes, they do.

Q And have all interested parties been
notified as required by Section 4B of the Virginia Gas and
Ol Board regul ations?

A They have.

Q Wul d you indicate for the Board the

ownership of the oil and gas underlying well nunber VAD 4327,

and could you kind of explain---. This is a fairly unique
situation in that it’s a dual well. I know you’ve filed the
permt application and you will be, in the next coupl e of

days, seeking a variance for the CBM portion of this wel
under separate letter and that we’re here before the Board

t oday seeking a variance for the conventional gas. |If you
can just kind of walk the Board both through ownership of the
oil and gas underlying the unit and sort the history of this
wel | .

A. Well, for the benefit of the | ocation
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exception that we’re getting today which would be for
the...again, as Jimsaid, this is going to be a dua
producing well, which...which means that we’ll have...we’ll
produce coal bed nethane gas fromit and al so conventi onal gas
and we have two separate units in that regard. W have the
conventional gas unit and the coal bed unit. This exception
that we’re seeking here today is for the...for the
conventional portion of that unit and the percentage of
interest relative to that unit is Pine Muntain Ol and Gas.
We have | eased fromthem 55.23% of the unit and Wrton Land
& M neral Conpany owns 44.77% of that unit. Again, this is a
dual producing well. So, |...ny exhibit only indicates the
information for the conventional portion of that well. But
if you’ll look at your application, I think there’s a
permit...there’s a plat in that application that shows how
the unit...the coal bed nethane unit is set forth. That unit
wll also requi re a location exception, which we’ve...are
able to get through the application through M. WI son.

Q Okay. So, today we’re only...we’re only
dealing today with the...with a variance for the conventiona
gas?

A That’s correct.

Q Now, does Equitabl e Production Conpany have
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the right to operate the reciprocal wells, that being the
wells from which we’re seeking the exception, being V- 3576

and anot her dual well VAD- 36257?

A Yes, we do.
Q Now, are there any correlative right issues?
A No, sir.
Q So, Equitable has got all of the acreage
| eased?
A Yes, we do.
Q And. . . and under production in the

surroundi ng units?

A Yes.

Q Okay. Now, if you’ll...if you’ll explain
for the Board in conjunction with the Exhibit that you’ve
prepared, why we want to drill this well where we’re drilling
it; and therefore, why we’re seeking a variance on a
conventional gas?

A The two wells highlighted in red are the two
wells we'’re seeking exception from. The subject well is
highlighted in blue and the area that’s highlighted in yell ow
woul d be the area that would be a legal location fromthose
two wells in addition to 3106 to the South you see, which

is...if we moved it much, we’d be too close that one also.
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But the yell ow area that you see highlighted woul d be where
we could legally put that well fromthose wells. That area
has about a 45% average grade and it’s real steep and we’d
have problems. It’s right...almost in the creek and we’d
have problens with erosion sedinment control containnments in
there. W feel...in addition, the well, where it is |ocated,
is just outside the interior w ndow of the coal bed well and
the...if we had gone to the yellow area, the |l egal |ocation
area with a conventional well, we’d been that much farther

out of the unit for the coal bed | ocati on exception. So, it’s

sort of a conprom se here in that regard, | guess. But
basically the topographics there preclude us fromdrilling.
And in addition, the well is located on the Wirton Land &

M neral |ease that we have and they have...they have surface

| ocation approval rights and this is where they approved the
wel | .

JIMKISER Nothing further of this witness at this
time, M. Chairnman?

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

MASON BRENT: The status of the CBM well has not

been permtted?

DON HALL: The application has been made. 1It’s a
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dual application for CBM and for conventional. The
application has been made. | think it was nmade Friday. |
haven’t...I haven’t filed the...the request for a location
exception for the CBM portion of this, but I will soon.

BENNY WAMPLER: Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER Not of this witness, M. Chairnman.
BENNY WAMPLER: Cal | your next w tness.

MARTI N PUSKAR

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Mr. Puskar, i1if you’d again state your name
to the Board, who you’re employed by and in what capacity?

A Martin Puskar. I’m employed by Equitable
Production Company and I’m Petrol eum Engi neer.

Q And are you famliar with the application
that was filed seeking a | ocation exception for EPC well
nunber VAD-43277?

A Yes.

62



© 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

Q And in the event this |ocation exception
were not granted, would you project the estinmate | oss of

reserves resulting in waste for this unit?

A 400, 000, 000.

Q And that’s on the conventional side?

A Yes.

Q And what is the total depth of the proposed

well under the applicant’s plan of development?

A The total depth is 5,110 feet.

Q And will this be sufficient to penetrate and
test the conmmon sources as supplied in the subject fornmations
as noted in the permt application?

A Yes, it will.

Q And are you seeking, or requesting, for this
| ocati on exception cover conventional gas reserves to include

designated formations fromthe surface to the total depth

drilled?

A Yes.

Q In your opinion, will the granting of this
| ocati on exception be in the best interest of preventing
waste, protecting correlative rights and nmaxi m zi ng the

recovery of conventional gas reserves underlying VAD- 43277

A. Yes, it woul d.
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JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KISER: We’d ask that the application seeking a
| ocation exception for this well be approved as submtted.

BENNY WAMPLER: |Is there a notion?

MAX LEWS: | make a notion we approve.

BENNY WAMPLER: | have a notion to approve. |Is

there a second?

MASON BRENT: 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. QOpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Equitable Production for a well

| ocati on exception for proposed well for V-4077. This is
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docket nunber VGOB-00-05/16-0807. We’d ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser again on behalf of Equitable Production Conpany.
Our witnesses will be the same in this matter. What I'm
handing you now is a revised application. I’1l1l explain that
here in just a second.

(Jim Ki ser hands out a revised application.)

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

JIMKISER This particular application is seeking a
| ocati on exception for V-4077 which was originally filed, |
believe, on April the 13th. Yes. Thursday of | ast
week...was it Thursday?

DON HALL: Yes, | believe it was.

JI M KI SER: We were...Equitable’s people were on the
well site with the Forest Service fol ks, you know, | ooking
...going through the |ocation and what tine...at such tine,,

t hey di scovered that under the environnental assessnent and
ar chaeol ogi cal aspects of that, that the site that we
originally had...that they had...they had originally

approved, under which we had filed this application, my have
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been an Indian canp site. They found apparently sone

evi dence of chips fromarrow heads or, you know, whatever
particular thing it is they look for there. So, Don called
me and said that they were on the grounds, that they were
probably going to seek...ask that we nove the well slightly
to the northwest, which what we have done. W redrafted the
application to... and got a new plat to...to address that

i ssue and show the new | ocation and got it to all the
affected parties on Friday and I have a new set of signed
green cards from all three of them. So, they’ve gotten
notification of this and I knowthis is a little bit
unconventional, but since we don’t have any objection and
this is something that’s essentially dictated by the Forest
Service and Penn Virginia, we’d ask that we be allowed to go
forward with the application.

BENNY WAMPLER: Any obj ection to them goi ng forward

with the application?

(No audi bl e response.)

BENNY WAMPLER M. W/ son, do you have any
concerns?

BOB W LSON: No.

BENNY WAMPLER: If you’ll put the...put into
testinony as well the green cards fromone of your w tnesses.

66



© 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

JI M KI SER  Ckay.
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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
Board, who you’re employed by and in what capacity?

A Don Hall. I’m employed by Equitable
Production as District Landman.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A They do.

Q And you’re familiar with the application
that we filed seeking a |ocation exception for this well?

A Yes, | am

Q And have all interested parties been
notified and accepted the application and signed green cards,
the green cards that | have in ny hand and wll enter into
the record now. | think they were personally delivered by
one of your |and personnel out of Big Stone Gap, is that
correct?

A That is correct.

Ckay. And would you indicate for the Board

68



the ownership of the oil and gas underlying the unit for V-

40777
A Penn Virginia G| and Gas.
Q They own 100%
A Yes.
Q And 100% of the coal ?
A Yes.
Q And does Equitable have the right to operate

all reciprocal wells?

A W do.

Q And those reciprocal wells are V-2733 and V-
32407

A That’s correct.

Q And are there any correlative rights issues?

A There is none.

Q Coul d you, in conjunction with the exhibit
that you’ve again prepared for the Board, and in conjunction
the...you know, the prior approval of the location by both
U S. Forest Service and Penn Virginia, state essentially why
we’re seeking this location exception?

A As you can see fromthe exhibit V-4077 is
hi ghlighted in yellow. The |ocation that we had prior to

this nost recent nove was just...just alittle bit to the
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northeast to where this one is now and we did an
archaeol ogi cal survey on this sone tinme ago. |In their spot
checking of this, the Forest Service spot checking, they

di scovered that the archaeol ogical area, the site there
extended a little beyond where we initially thought it did
and they asked us to nove this location on down this point
another...l think it was sonething |like a 130 or 40 feet.

But regardless of that situation, the two reciprocal wells
are highlighted in blue. We’re too close to them, but as you
see there’s three other wells highlighted in red and there’s
really no legal location within that area. We can’t get
2,500 feet or greater from..fromany of the wells.
We’re...you know, anywhere we put the well, we’re going to
have...we’d have to have a location exception. So, we
basically tried to center this as closely as we can and with
respect to also dealing with the Forest Service and
their...their w shes.

MASON BRENT: It |looks to ne |like you only noved it

64 feet.
DON HALL: Are you cal cul ating the coordi nates?

MASON BRENT: TI’'m just going by the distance from

the existing wells.

DON HALL: Ch. Well, we could have noved it a 130
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feet, but the distance fromthe wells nmay only have noved
t hat much, but we noved the well l|ocation itself about a 130
feet and, you know, the tangents noved |less. But it was
moved down a point. I think I calculated 134 feet if I’'m not
m st aken.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

MARTI N PUSKAR

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Mr. Puskar, if you’d state your name, who
you’ re employed by and in what capacity?

A Martin Puskar with Equitable Production
Company and I'm a petroleum engineer.

Q And you’re familiar with the application we

filed seeking this | ocation exception?
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A. Yes.

Q In the event this exception were not

granted, would you project the estimated | oss of reserves for

this unit?
A We’ve estimated at 400,000,000 cubic feet.
Q And what is the total depth of the proposed
wel | under the plan of devel opnent?
A The total depth is 4,000 feet.

Q And this would be sufficient to penetrate

and test common sources as supplied in the subject formations

as listed in the permt application?

A Yes, it does.

Q And are we requesting that this | ocation
exception cover conventional gas reserves to include the
designated formations fromthe surface to the total depth
drilled?

A Yes.

Q In your professional opinion, will the
granting of this |location exception be in the best interest
of preventing waste, protecting correlative rights and
maxi m zing the recovery of gas reserves underlying V-40777?

A Yes, it woul d.

JIMKISER Nothing further of this witness at this
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time, M. Chairnmn.

BENNY WAMPLER: Any questions of this witness from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: We’d ask that the application as
presented to you today be accepted.

BENNY WAMPLER: |s there a notion to approve?

MASON BRENT: So npved.

BENNY WAMPLER: A noti on. Is there a second?

RI CHARD G LLI AM Second.

BENNY WAMPLER:. Motion and second. Any further

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

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

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

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

JI M KI SER Thank you.
BENNY WAMPLER: That concl udes our agenda itens. |

wanted to... M. WIson was going to give us an update on our

escrow agent in just a couple minutes and we’ll finish here.
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Bob, if you will, tell us...tell us about some things you’re
dealing with there.

BOB WLSON: Very briefly. If you’ll remember from

| ast nonth, that First Union representatives reported on the
status of the escrow account and if you will renenber, we had
sonme problens that were pointed out at that tinme. There
were...sone requests had been nade fromone of the operators
for sone account reconciliation, specifically six accounts
that the account bal ances as reported by the escrow agent did
not agree with the noney that should have been deposited. As
of yesterday afternoon, that particular situation had not yet
been taken care of.

The noneys that are comng are being deposited in
the master account. There’s no problem with that. As they
come, it’s being deposited in the master account. But the
sub-accounts are not...have not today been rectified as to
how much is in each individual account. |If you recall,
the...the way the contract is set up, the overall account is
the VAOB account and the agent is supposed to report this
information in sub-accounts, which is the VGOB | evel, the
Board order |evel, and then sub-accounts which would go to
tract levels. We haven’t yet gotten down to the Board order

| evel yet.
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We have also had a bit of problemw th response in
this from the agent. We don’t feel that we’re getting the
service that the contract requires. Qur contract
adm ni strative agent with our general services group has been
in touch with First Union, principally M. Don Ballinghoff
who was here the last tine, to informthemthat we were
expecting a bit higher |evel of performance. Specifically,
the contract requires certain reports, certain contacts be
made and certain conmuni cati ons be ongoing with the agent.
For instance, the Board is supposed to get a nonthly report
and it’s supposed to be delivered no more than five to seven
days after the end of each nonth and the contract
Specifically details what’s supposed to be in that report.
We have not gotten any of those to date.

The nonthly report that we have been getting, | got
one this morning on the computer, which I’ve been trying to
get for the past couple of weeks. | had to call yesterday
and essentially demand it and got it in by E-mail this
morning. I have not had a chance to go over it. 1I'11
provi de each of you a copy of this. The accounts...the VGOB
accounts that have zero bal ances, the ones that have no noney
deposited in themare to supposed to be shown in this report,

again, as a specific contract requirenent. They are not
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shown on here yet. This is sonething that we have rem nded

them of and that still hasn’t shown up. We do, this month,

show deposits to the individual VGB account nunbers for the
first time. But we don’t know if this represents just last

month or if it has been brought up to date fromthe first of
the year, or what the situation is.

It’s not all bad. The money is being handled well.
| think we’re probably getting the return on the money that
we expect fromthe report that he has given us. Al though, we

don’t have any of that in writing either.

We just wanted to give the Board a bit of a heads
up to the fact that we are not satisfied at this point in
time with the response that we’re getting and the
responsi veness of the organization in...in getting these
probl ens taken care of.

Anot her specific contract requirenent is that if
they find any problem they are to contact us as
representatives of the Board to point these problens out to
get them corrected. To date, we haven’t been able to get the
probl ens corrected that we have pointed out to them

W would like to be able to spend a bit nore
concentrated tine dealing with this to get...get these

accounts straightened out to the level that...that we have to
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have them. Right now, we can’t respond to inquires from
citizens who call in regularly wanting to know t he account of
t hese individual balances. W...we have no confidence in the
nunbers we’re getting and again...if you could pass these
reports around. This is the one that we got in this norning.
There’s very little detail on it. Again, the zero balances,
t he accounts that have had no nonies put in them are not
shown. We need that information because, of course, people
call on those accounts as well to see if anything is in them
At this point in time we don’t know.

The deposits column, these are the first deposits
we’ve shown on any of these reports. I think this is the
third report we’ve been able to get. We need probably a
little nore formal reporting on this. W need it on their
letterhead. W need totals. W need a nore conplete report.

This was a format that was basically going to be, as we
understood it, for our use internally in the office to be
able to get up to date information on a regular bases on
basically an Excel spreadsheet, which is what this is, and
that’s fine and very acceptable, if it’s complete. We want
to lean on themto get these things squared away.

BENNY WAMPLER: \When are they schedul ed to cone back

bef ore the Board?
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BOB WLSON: It will be the end of next quarter wll

be officially, which would be, what August or---?
BENNY WAMPLER: Sept enber ?

BOB WLSON: Yeah, Septenber. R ght. It would be

Septenber would be the tinme that the contract would require
themto be here. Their interimreports that the contract
requires i s supposed to be sone nonthly and sone tw ce yearly
and some quarterly that we’re supposed to be getting from
themin addition to their appearance which is required
quarterly, if we ask themto cone.

MASON BRENT: Do you think we ought to invite them

back next nonth to address this?

BENNY WAMPLER: That’s what I was wondering. Do you

think that would be hel pful to bring them back and | et us
talk to thenf

BOB WLSON: | suspect that...l think that woul d be

hel pful. | think possibly between now and then we need to
really redouble our efforts froman adm nistrative standpoi nt
to see that these things are noving along as required by the
contract and have them at your discretion to show up for a
formal report as to how these processes are going.

BENNY WAMPLER: You will schedule them for a fornal

report to the Board and convey that the Board is concerned
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that...that the...to have contract issue this early in the
gane.

BOB WLSON: Yes. Qur concern is that it has been

al nost five nonths now and we realize it got off to a slow
start. Some of the transfers didn’t go as rapidly as we
woul d have like for it to have. But they have had, in ny
opi ni on, anple opportunity to get the basics done on this and
certainly reporting---.

BENNY WAMPLER: So, next nonth will be six nonths in

to the contract. So, they should six nonths into contract,
if there’s some tweaking that needs to be done, they should
be able to elimnate that exactly when it was schedul ed and
when it could be conpleted. So, I think you can convey to
themthat the Board wants to know when this is going to be on
track with a tine line.

BOB WLSON: Ckay.

BENNY WAMPLER. O course, it would be good if they

cane here and had it on track---.

BOB W LSON: Yes.

BENNY WAMPLER:  ---and reported that.

MASON BRENT: You m ght offer them sone incentive to

get it done by June---.

BENNY WAMPLER. Ri ght. Ri ght .
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SANDRA RI GGS: What they have to do really falls in

two categories. The information they receive from First
Virginia as of January the 1st and going back and trying to
break that down on a tract basis, and we al ways knew t hat
woul d take a couple of years to do because we had that
statutory change. They’re going to have to work with the

operators to go fromthe VGOB | evel down to the tract |evel.

But starting January 1, and going forward where
they personally are receiving these deposits every nonth,
it’s hard to understand why they can’t have that down to a
tract level. I mean, we know they’re not going to have...go
back and reconstruct all of Virginia...First Virginia’s
records for eight years---.

MAX LEW S: No.

SANDRA RIGGS: ---in a five nonth period of tine.

But certainly fromJanuary 1 forward, they can take the
begi nni ng bal ance and then fromthat point forward, have it
br oken down.

BOB WLSON: Yes. The reports we have gotten in the

past have not had any deposits shown to...they’ve only had
interest applied to them and that was what drew the attention

last tine was the fact that the checks that were known to
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have gone in, and they have been verified by the way. First
Uni on asked that those checks that were in contention be
verified to have been sent and executed and they were.
But...and again, I can’t say for what’s on this report
because I haven’t had a chance to even look at it. But as of
yesterday afternoon, the operator was not aware that anything
had been reconciled on that.

MASON BRENT: Well, | supported noving this to First

Union on the basis that they had greater depth of capability
in handling these kinds of things, and | still think they do.
So, I'd like for somebody from there to come and explain to

me why they can’t get it straight.

BENNY WAMPLER: | think that would be good. | think

it would be helpful. Anything further? Bob, do you have
anything further?
(M. WIlson indicates negatively.)

BENNY WAMPLER: That concludes today’s meeting.

Thank you.
MASON BRENT: Thank you.
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STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, SONYA M CHELLE BROMN, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed by ne personally.

G ven under ny hand and seal on this the 30th day
of May, 2000.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2001.
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