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BENNY WAMPLER:  Good norning, nmy nanme i s Benny

Wanpler. |1'mDeputy Director for the Virginia Departnent of
M nes, M nerals and Energy, and Chairman of the Gas & Q|
Board. 1'll ask the Board nenbers to introduce thenselves,
starting wwth M. Brent.

MASON BRENT: My name is Mason Brent. I’m from

Ri chnmond, and | represent the gas and oil industry.

KEN M TCHELL: M/ nane is Ken Mtchell. |I'mfrom

Stafford County, Virginia, and | represent the citizens.

SANDRA RI GGS: I'm Sandra Riggs with the Office of

the Attorney CGeneral here to advise the Board.
MAX LEWS: M nane is Max Lewis. |'m from Buchanan
County, a public nenber.
CLYDE KING My nane's Cyde King. |I'mfrom

Abi ngdon and a public nenber.

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 today's agenda is

the Board will consider a petition from Pocahontas Gas

Partnership for nodification for a prior pooling order for
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coal bed net hane unit under the Mddle Ri dge | Coal bed Met hane
Gas Field Oder identified as AV-110. This is docket nunber
VGEOB- 01- 03/ 20- 0870-01; and we'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BOB W LSON: M . Chai r man.

BENNY WVAMPLER M. W/ son?

BOB WLSON: Before we start with this item just

for the record, we received a letter addressed to the Board
fromJanmes D. Rasnake, which he raised an objection to this
pooling. It was dated Decenber the 18th of 2001. However,
we al so have a handwitten note fromhim dated Decenber the
17th, 2001, verified by phone call, stating that he has
withdrawn this objection. | just wanted to get it in the
record and this objection and the withdrawal letter will be
placed in the file.

BENNY WAMPLER:  Thank you. The record will show

there are no others. You nay proceed, M. Swartz.

MARK SWARTZ: Al so, sort as a housecl eaning matter,

| don't knowif M. WIson distributed this, but | got a
letter froma Nancy Di ckenson followi ng up a phone call that

|'"d received fromher. She's an attorney in Lebanon. She
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wanted to alert nme to the fact, and we'll get nore
specifically into this, but she wanted to alert ne of the
fact that it was her view that three of the Jacob Fuller
heirs had been omtted fromone of the groups of heirs, and
this letter confirnms that and we'll be tal king about it as we
go forward today. | just wanted you to know that we had

| odged that this norning.

BENNY WAMPLER:  We just received it from M.

W | son.

MARK SWARTZ: Okay. All right, M. Arrington, you

want to be sworn?

(M. Arrington is duly sworn.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Who do you work for?

A Consol Energy.

Q Ckay, the applicant with regard to AV-110 is
whont?

A Pocahont as Gas Part nershi p.



1 Q Is that a Virginia General Partnership?

2 A Yes, it is.

3 Q Does it have two partners?

4 A Yes, it does.

5 Q VWho are they?

6 A Consol i dation Coal Conpany and up until

7 January 1, Conoco, Inc., and then it will be Consol Energy.
8 Q | ncorporated, wll be the other partner---7?
9 A Yes.

10 Q ---on January 1 of 20007

11 A Yes.

12 Q Ckay. Wio is it that the applicant is

13 requesting be designated the operator of unit AV-1107?

14 A Pocahont as Gas Part nershi p.

15 Q Ckay, in fact, PGP is already the operator?
16 A Yes.

17 Q Because this was pool ed previously and this
18 was a repooling?

19 A That's correct.

20 Q And so you're continuing to make that

21 request?

22 A Yes.

23 Q | s Pocahontas Gas Partnership authorized to

24
o 6
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do business in the Commonweal t h?

A Yes, we are.

Q Has PGP registered with the DMVE and does it
have a bl anket bond on file?

A Yes.

Q Have you listed all of the respondents in
this exhibit B-3 and the notice of hearing except the
additional folks that were identified in attorney Nancy
D ckenson's letter?

A That's correct.

Q Ckay. And did you nail to the respondents
that you' ve listed that you had addresses for?

A Yes. We mailed certified nmail/return
recei pt on Novenber the 16th of 2001.

Q Ckay. And have you filed your proof, or
your certification, with regard to nmailing and the status of
that mailing wwth the Board this norning?

A Yes, we have.

Q Ckay. And, in addition, did you publish for
peopl e that you m ght have m ssed or have been unaware of?

A Yes, we did. W published in the Bluefield
Daily Tel egraph on Novenber the 23rd, 2001.

Q Wth regard to AV...l'msorry. Let ne get
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AV-110. | gotcha. Novenber the 23rd. What did you publish?

A
Q

The notice of hearing and attached nap.

kay. And wth regard to AV-110, you filed

this norning one revised or additional exhibit, is that

correct?

A
Q
A

Q

interest in

A
Q

filing?

> O >

Q
in the fina
if it were,

A

Q
A.
Q

Ve did.

And what was that?

Exhi bit A, page two.

And that's the disclosure of standing or
the unit and what's bei ng pool ed today, correct?

That's correct.

And was that just omtted fromthe original

It appears that we've done a revision.

Ckay. As of Novenber the 26th, correct?

Yes.

And so the final...if this were incorporated

order, which I'mnot suspecting it will be, but

they should use the revised 11/26---7

That's correct.

---correct?

Uh- huh.

Ckay. So, do you want to add the
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respondents then that are identified in Nancy D ckenson's
letter?

A Yes, we woul d.

Q kay. And those fol ks woul d be added as
heirs of Emly (Fuller) Keen and her heirs that would
be...that we've |listed, and that woul d be an expanded |i st,
are at parenthesis seven section of the Jacob Fuller heirs,
which is page four of twenty-two, correct?

A Ckay. Yes.

Q And that occurs several tinmes with regard to
the different tracts, but that's where these three folks

woul d be inserted?

A Yes.

Q Ckay. In addition, have we had, between you
and |, sonme discussions with Janes Rasnake?

A Yes, we have.

Q Ckay. And based on those discussions, |
W ll represent to the Board, that Janes has told us that he

has acquired an interest since this was originally pool ed and
| have a list of those fromhim So, we anticipate that when
we file a supplenental order, we'll have sone di sm ssals.

The di sm ssal s based on ny discussions with M. Rasnake woul d

occur with regard to the WlliamT. Fuller heirs, the only
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one |listed, and of consequences, Marvin Fuller who has,
according to M. Rasnake and | have no reason not to believe
this, assigned his interest to M. Rasnake and M chael, |
believe. And, in addition, M. Rasnake and/or M chael
Rasnake have obtai ned assignnments of all of the Laura Rasnake
heirs, which is parenthesis five, again, three or twenty-two,
except Lucy Bl ankenship. Now, the point of this, in addition
to just cleaning up title by reason of these assignnents, is
froman escrow standpoint, the docunents that you all
received with the application would indicate that escrow is
required, right, Les?

A Yes, it is.

Q Ckay. And the reason that we're proposing

escrow was what originally?

A Conflicts.
Q Bet ween coal and oil---?
A Bet ween the coal, oil and gas, yes.

Q Ckay. In addition, thereis...there is a
conflict on the oil and gas side. M. Rasnake is claimng
that he, M chael Rasnake, and Lucy Rasnake own a 100% of the
oil and gas claimand that the rest of the heirs do not,
okay. So, there will be, you know, an additional reason,

which is atitle issue, that we will identify in addition to

10
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just the coal, oil and gas conflict. | told Janes that I

woul d make sure that you all understood that that was com ng

in the supplenental order. |Is that your understandi ng as
wel | ?

A Yes, it was.

Q Ckay. So, we don't want to dism ss any

respondents at this point, but in the supplenental order

we'll address M. Rasnake's...the information he gave us and
then there probably will be sone di sm ssal s?

A That's correct.

Q Ckay. And the only fol ks that you want to

add are the people identified by Nancy D ckenson, is that

correct?
A That's correct.
Ckay. This AV-110 unit, what field is that
in?
A The M ddl e Ri dge.
Q Ckay. And that unit contains, if we | ook at

the plat, how nmany acres?

A 51.

Q And how many wel | s?

A One.

Q And where is that well located in relation

11
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to the drilling w ndow?

A It's in the drilling w ndow.

Q Ckay. So, you don't need an exception?
A No.

Q And does this application seek to devel op

coal bed nmet hane from the Jawbone seam if it's bel ow

dr ai nage, on down?

A Yes, it does.

Q And it would by virtue of a frac well?

A Yes.

Q And have you included with your exhibits,

and in fact, it's probably summari zed in the spreadsheet you

passed out today, information with regard to that wel | ?

A Yes, | have.
Q And what woul d that be?
A Well, the permt for AV-110 was 4798, issued

Novenber the 17th of 2000. It was drilled to a total depth
of 2,833.31 feet and the estimted cost is $207, 508. 88.

Q And the interest that you have obtai ned by
| ease or purchase in AV-110 as conpared to what you're
seeking to pool are what?

A | believe the interest that we have obtained

is 72.61321% of the coal, oil and gas interest. W're

12
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seeking to pool 27.38679% W have a 100% of the coal |eased

beneath this unit.

Q Ckay. And you're only tal king about one
wel | ?

A That's correct.

Q If folks wanted to calculate their interest
inthis...in the royalty in this unit, they would go to

exhibit B-3, correct?

A Correct.

Q And they would find their nane?

A Ri ght .

Q And then across fromtheir nane in the | ast,

or furthest colum to the right, they would see an interest

in unit, correct?

A Yes.

Q And that sets forth their percentage in the
unit?

A That's correct.

Q If oil and gas is determned to be the

estate that owns the coal bed net hane---?
A. Correct.
Q ---and they would then nultiply that

percentage tines 12% % and that would give themtheir

13
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interest in the royalty?

A Yes, it woul d.

Q And if they wanted to participate in this
unit---?

A Yes.

Q ---they woul d use the sane percentage tines

the dollar, right?

A Yes, they woul d.

Q s the dollar estinmate understated because
of the ultimate---?

A Because of the drilling, yes. The estinate,
when | done ny DWE, | used an estimted depth that was

sonewhat shal |l ower than what we actually drilled the well.

Q About 300 and sone feet shallower, right?
A Yes, it was. Unh-huh
Q You have not, however, increased your

estimate with regard to the well cost, correct?

A No...that's correct, we have not.

Q Because the fol ks that were previously
offered el ections were offered el ections at that nunber,
right?

A That's correct.

Ckay. So, that's why we've left that as it

14
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A Mark, | mght add that the exhibit page A-2
that we have submtted, and I just noticed that on the

coal bed net hane | ease fromthe coal owner---.

Q Ri ght .

A ---that will be...that should be 100%

Q Ckay.

A And | need to get a correction in on that.

And we're only seeking to pool 27.38679% fromthe oil and gas
owners.

Q Ckay. So, you' ve got a 100% of the coa
claimis | eased?

A Yes.

Q Ckay. Is it your opinion that the plan to
devel op coal bed net hane fromunder this Mddl e Ridge unit
that is disclosed by the plat and the application---?

A Yes, it is.

Q ---is a reasonable plan to drain coal bed
met hane fromw thin and under this unit?

A Yes, it is.

Q And is the plan coupled with the need for
escrow and the pooling here also, in your opinion, a way

of ...a nmethod of production that protects all of the

15



© 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

correlative rights of all of the parties?

Boar d?

(No audi bl e response.)

BENNY WAMPLER: Let ne go back and ask you one
thing on the Consol, Inc. 1Is it Consol Energy, Inc. January
t he 1st, 20027

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER.  So, it's Consol Energy, Inc. rather
t han---7?

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER: - --Consol Energy?

LESLIE K ARRINGTON: Right. It wll be.

BENNY WAMPLER.  Ckay. O her questions?

LESLI E K. ARRINGTON:  And who knows after that.

SANDRA RIGGS: What is it right now?

BENNY WAMPLER:  Consol Ener gy.

MARK SWARTZ: It's Consolidation Coal Conpany and
Conoco, Inc.

A Yes, it does.
Q Ckay. That's all | have.
BENNY WAMPLER:  Questions from nenbers of the

SANDRA RI GGS: It's still Conoco.

LESLI E K. ARRI NGTON: It's still Conoco until

16
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January 1.

Buchanan- -

t he Boar d?

Swartz?

present ed.

yes.

SANDRA RI GGS:

-?

MARK SWARTZ:

SANDRA RI GGS:

LESLI E K. ARRI

And then it will be the sane as the

Ri ght .
---under Consol Energy, Inc.?

NGTON: Yes.

MARK SWARTZ:

SANDRA RI GGS:

BENNY WAMPLER

Ri ght .
Ckay.

Any ot her questions from nenbers of

(No audi bl e response.)

BENNY WAMPLER

MARK SWARTZ:

BENNY WAMPLER

MAX LEWS: |

BENNY WAMPLER

Do you have anything further, M.

No.

Do | have a notion?

make a notion we approve it as

| have a notion to approve.

CLYDE Kl NG Second

BENNY WAMPLER

Second. Any further discussions?

(No audi bl e response.)

BENNY WAMPLER

Al in favor, signify by saying

17
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(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Let ne do a

littl e housekeeping. There's a suggestion that we can
conbine...actually, | didn't conbine 1, 2 and 3, it was a
suggestion, because a nunber of fol ks here had expressed an
interest in 1. But there's a request to conbine 2 and 3.
Both are Gakwood | units. Any objection to doing that?

CLYDE KING 2 and 3.

BENNY WVAMPLER: 2 and 3.

(No audi bl e response.)

BENNY WAMPLER.  |'mjust doing a little

housekeepi ng here. | have a request to dism ss nunber 7. |Is
that correct?

MARK SWARTZ: Yes.

BENNY WAMPLER: That's di sm ssed.

MASON BRENT: Di sm ssed and not conti nued?

MARK SWARTZ: Correct.

BENNY WAMPLER: Di sm ssed, nunber 7. | have a

request to continue nunber 9.

MARK SWARTZ: JimKiser has a client in that unit.

Col unmbi a Natural Resources has a | ease. |'ve tal ked with

18
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Jimand there are sone di scussions between our clients in
terms of maybe purchasing an interest or swapping an interest
there. So, we thought it would be prudent to continue it for
thirty days and see if they can't work sonething out.

There's al so a Cabot issue that we have not worked out, but
we're trying. So, at least M. Kiser is in favor of
continuing it and we are, and if you can indul ge us for
thirty days, we'd appreciate it.

BENNY WAMPLER: Ckay with everybody?

(No audi bl e response.)

BENNY WAMPLER.  So, we're dism ssing 7 and

continuing nunber 9 on the Board's itens here. To get that
on the record properly, we'll dismss docket nunber VGOB-01-
12/18-0992. W're going to continue docket nunber VGOB-01-
12/18-0994. Now, go up to 2 and 3 on your agenda itens.
We'll go ahead and call two itens. A petition from
Pocahontas Gas Partnership for a nodification of a prior
pooling order for coal bed nethane unit under the Gakwood
Coal bed Methane Gas Field | order identified as Q 43, docket
nunmber VGOB-00-03/21-0779-01; and a petition from Pocahont as
Gas Partnership for a nodification of a prior pooling order
for coal bed nethane unit under the OCakwood Coal bed Met hane

Gas Field | order identified as R 43, docket nunber VGOB-00-

19
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03/21-0781-01. We'd ask the parties that wish to address the
Board in these nmatters to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, you need to state your nane.
A Leslie K Arrington.

Q Who do you work for?

A Consol Energy.

Q Who are you here on behal f of today?

A Pocahontas Gas Part nershi p.

Q And in both instances of the docket cases
t hat have been cal |l ed, Pocahontas Gas Partnership is the
applicant, correct?

A That's correct.

Q Ckay. Both of these units are Cakwood
frac units?

A They are.

Q Ckay, so we woul d be tal king about 80 acre

20
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units?

A That's correct.

Q And we woul d be tal ki ng about coal bed
nmet hane production fromthe Tiller on down?

A That's correct.

Q The applicant, as we've said, is Pocahontas
Gas Partnership, and ny question is, is that a Virginia
Ceneral Partnership?

A Yes, it is.

Q Who are the partners now and who will they
be January the 1st, 2002?

A The partners now are Consol i dation Coal
Conmpany and Conoco, Inc. and will be Consolidation Coa
Conmpany and Consol Energy, Inc.

Q In this...in these two applications, who is
it that we're asking be appoi nted the designated operator?

A Pocahont as Gas Part nershi p.

Q And i s Pocahontas Gas Partnership authorized
to do business in the Coormonwealth, has it registered with
the DMVE and does it have a bl anket bond on file?

A Yes, it does.

Q Ckay. The respondents...have you |listed all

of the respondents who are primarily the Cantrell heirs in

21
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both the notice of hearing and Exhibit B-3?

A Yes, we have.

Q For those heirs that you had addresses for
did you mail to thenf

A Yes, we did. On Novenber the 16th of 2001
by certified nmail/return receipt requested.

Q And have you included with the itens you' ve
filed wwth the Board today a certification and notice and

copies of mailing information?

A Yes, | have.
Q In addition to mailing, what did you do?
A We published in the Bluefield Daily

Tel egraph on Novenber the 24th of 2001.

Q And when you published, what did you
publ i sh?

A The notice and attached map.

Q Ckay. Do you want to add anybody today to

either of these units as a respondent?

A No, we do not.
Q Do you want to dism ss anybody today?
A No. | mght add Q..the publication for @

43, was Novenber the 23rd...the 24th in @43, I'msorry. For
R-43, it was Novenber the 23rd.

22
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Q kay. Are we going to have to file a
anmended Exhibit Awith regard to these two units?

A Yes, we are. W copied the nunbers for the
coal information and we just nmade an error there.

Q Ckay. Wiat...tell the Board what interest,
coal and oil and gas, that you' ve acquired and what these two
applications are seeking to pool ?

A Yes. We have acquired fromthe coal
interest, 100% of the coal bed nethane, and for the oil and
gas interest for Q 43, 96.70286% and we're seeking to pool
3.297914% of the oil and gas interest; and below that unit,
we have 100% of the coal |eased. R-43, we have 100% of the
coal |eased beneath that unit; and we're...we have 98. 54608%
of the coal bed nethane interest fromthe oil and gas owners.

We're seeking to pool 1.45392% of the oil and gas, coal bed
met hane interest.

Q The folks that you have been able to obtain
| eases from what has been your custonary | ease terns that
you have been offering?

A Qur standard | ease terns are...for a coal bed
net hane |l ease is a $1 per acre per year with a five year paid
up termwith a 1/8 royalty.

Q And woul d you reconmend those terns to the

23



Board to be inserted in any orders it mght issue here

concerni ng people that could be deened to have been | eased?

to | ook.

Q
A

> O > O >»

Yes, we do.
How many wells are in these units?

|'d have to | ook.

Ckay.
| think there's two in both, but 1'll have
Here's R-43.

Yes, there's two in R 43, and | believe in

Q 43, there's two al so.

BENNY WAMPLER: It m ght be three.

Q Actually, it looks like it's three.

A ls it? Yes.

Q Ckay. Wiy is it that there's nore than one
well in each of these units?

A Yes. There's an existing Pocahontas #3 seam

mne plan in this area and we're seeking to reduce the

coal bed nmethane within the coal seamthere.

Q

t he DMVE?

And is your

Ckay. And is that mne plan on file with

Yes, it is.

under standi ng that the Virginia
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Code allows increased density, and the Cakwood Rul es, all ow
i ncreased density to acconmopdate m ne pl ans?

A It does.

Q And is that the reason why there are nore
wel | s here?

A That's correct.

Q Ckay. Wth regard to your cost estimates,
lets start with Q 43, why don't you tell us about the well
and your cost estimate?

A Yes. The original cost estinmate for these
units, | believe, are what you see here. M/ cost estimate
for Q43 is $234,355.17, that was for the first well drilled
inthat unit, to an estimated depth of 2,163.5 feet. R-43,
again, this was the original estimates, it was drilled to
1,685.70 feet, estimated cost is $220,291.11. Now, this does
not include the cost for the additional wells.

Q And froma frac well production standpoint,
it has been our customnot to charge nore than one well to

t hat production?

A That's correct.

Q Ckay. And that continues in this instance?
A That's correct.

Q All right. 1In the event that we woul d

25



© 00 N o o b~ w N P

e R S N N
o o &~ W N —, O

17
18
19
20
21
22
23
24

repool this to produce fromthe gob, we would revisit that
i ssue?

A Ve will.

Q kay. If folks in these two units wanted to
determ ne what their royalty interest or other interest would
be, where would they go?

A They would go to exhibit B-3, the far right
hand col um | ooki ng at the percentage nunber, take the
percent age nunber tinmes what the actual production is or the

estimted cost to see what their interest would be.

Q Is there escrow required in Q43?
A Yes, there is.

Q And we've submtted an exhibit E?
A W have.

Q Ckay. Wth regard to R 437

A Escrow, yes.

Q And we've again submtted an exhibit E
outlying---7?

A W have.

Q ---the conflicts and claimants that we think
need to be escrowed?

A W have.

Ckay. Is it your opinion, M. Arrington,
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that the plans to produce coal bed nethane and indirectly here
as well degas the Pocahontas #3 seam represent a reasonable
pl an to degas that seam and ot her seans and produce the gas
and capture it for the benefit of all of the people with
correlative rights here?

A Yes, it is.

Q kay. And is the...between the escrow and
the pooling, is it your opinion that the plans disclosed by
these two applications will, in fact, protect the correl ative
rights of all of the fol ks?

A Yes, it wll.

Q Ckay.

(Leslie K. Arrington and Mark Swartz confer.)

Q These two units were originally pool ed when?

Just | ook at the---.

A Yeah, March of 2000.

Q Ckay, at least it was filed then?

A Yes

Q Ckay. Wiy are we back with these units?
A Yes. We're back because we've done a

consi derabl e anbunt of work in here and we di scovered that we
had a property line wong, which changed sone of the

percentages, and that's really the reason we're back here to
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put before the Board that we did change sone of the interest.
Q Ckay. So, if you conpared the exhibits B-3
with these two applications to the originals, they would be

slightly different?

A They will be different.
Q Ckay. But the folks would be the sane?
A Al'l the people were the sane...everything

el se stayed the sane.

Q The mappi ng changed?

A The mapping is the only thing that's changed
her e.

Q Ckay. So, this is essentially a correction

visit with regard to bot h?

A It is. And that's the reason you wll see
the same well cost. Everything's the sanme. It just the
boundary change.

Q That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

KEN M TCHELL: M. Chairman, | have a question

BENNY WVAMPLER M. Mtchel | ?

KEN M TCHELL: In the changi ng of the percentages

of the people, did you notify the people that the percentages
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MARK SWARTZ: That's what this is.

LESLI E K ARRI NGTON: That's what we' ve done.

KEN M TCHELL: Okay, and that's where...that's

where t he docunent---7?

LESLI E K. ARRI NGTON:  Yes.

KEN M TCHELL: Did you get any objections fromthe

peopl e that you notified?

LESLI E K. ARRI NGTON:  No.

KEN M TCHELL: Wre there any letters of objection?

LESLI E K. ARRINGTON: No, sir.

KEN M TCHELL: Ckay.

BENNY WAMPLER:  Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

MARK SWARTZ:  No.

(Sandra Riggs and Benny Wanpl er confer anong

t hensel ves.)

BENNY WAMPLER.  Did you have a boundary change in

both or just one?

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER:  Bot h.

BOB W LSON: M . Chai r man.
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BENNY WAMPLER: M. WIson?

BOB WLSON: The...|l believe w've had sone tracts

incorrectly labeled. In Q43, the Janmes Cantrell heirs tract
is showmn as 1-B on the plat and it's shown as 1-B in R 43 as
well. But they are two different tracts. | think it's
probably just m sl abel ed there.

LESLIE K. ARRINGTON: Well...well, 1-Bis in...Q43

is referencing for that unit.

BOB WLSON: But what |'msaying is they're two

different tracts. |If you conpare the two plats, it's not the
sanme tract.

LESLI E K. ARRI NGTON: 1-B and 1-B, no, it's not the

sane tract.

BOB WLSON: Ckay.

LESLIE K ARRINGTON: No, it's 1-B for Q43 and 1-B

for R-43.

BOB WLSON: Ckay. But this is not the sane piece

of land that you're dealing with here?

LESLIE K. ARRINGTON: It probably is.

BOB WLSON: Well, you're showng it as two

different pieces of land is what |"msaying. |'ll show you.

LESLI E K. ARRI NGTON: Yeah, you'll have to do that.

(Leslie K. Arrington explains to Bob WIlson the
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probl em)

BOB WLSON: Ckay, conment w t hdrawn.

LESLI E K. ARRI NGTON: Here you go.

BENNY WAMPLER:  Commrent resol ved, right?

BOB W LSON: Comment resol ved.

MARK SWARTZ: And to explain it, there never is an

intent to have tracts nunbered the sanme in adjoining units.
The tracts are nunbered fromscratch in each unit.
O herwi se, we'd have gaps.

BOB WLSON: That wasn't the source of ny

conf usi on.

MARK SWARTZ:  Oh.

LESLI E K. ARRI NGTON:  Yeah.

BOB WLSON: It was personal

BENNY WAMPLER:  Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: M. Chairman, | nmake a notion for

i tem nunber two, which concerns Q 43, under the VGOB docket
whi ch ends 0779-01.

BENNY WAMPLER. |s there a second? He's taking
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them one at a tine.

MASON BRENT: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. |Is there a

nmotion for R-437?

KEN M TCHELL: M. Chairman, | nmake a notion for

43, which ends up under our VGOB docket 0781-01.
BENNY WAMPLER. |s there a second?

MASON BRENT: Second.

BENNY WAMPLER:  The notion is seconded. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)
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BENNY WAMPLER:  You have approval

MARK SWARTZ: Thank you.

BENNY WAMPLER: It was suggested that 4, 5, 6, 8,

and 10 can be conbined. Could you discuss why that could
be...why they could be conbi ned before we nmake a decision on
t hat ?

MARK SWARTZ: Well, we've got North Anerican

Tinber, the GP affiliate again, and | think they're in
everyone of those units. Let nme |ook here. That's why.

LESLIE K. ARRINGTON: Yeah. That's why it is.

MARK SWARTZ: And the only additional people that

woul d be showing up fromtine to tinme are potential |essees
of North American Tinber, and in one instance, we've got a
railroad...actually two instances. But pretty straight
forward stuff here.

BENNY WAMPLER:  Ckay, thank you. Any objection to

conbi ni ng t henf?
MASON BRENT: None from ne.

KEN M TCHELL: None from ne.

BENNY WAMPLER:  Bob, can you verify if any of these

fol ks have an interest in 4, 5, 6, 8 and 10 for us before we
do this?

BOB WLSON: No, they do not.

33



© 00 N o o b~ w N P

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

)
1

BENNY WAMPLER: Al right.

BOB WLSON: From previ ous conversati ons.

BENNY WAMPLER: | f there are no objections, we'll

go ahead and conbine those then. 1'Il call them The first
itemis the Board will consider a petition from Buchanan
Producti on Conpany for pooling of a coal bed nethane unit
under the OCakwood Coal bed Methane Gas Field | order
identified as F-27, docket nunber VGOB-01-12/18-0989; next
woul d be G 28, VGOB-01-12/18-0990; the next one would be G
19, docket nunber VGOB-01-12/18-0991; and then K-20, docket
nunber VGOB-01-12/18-0993; and finally, G 18, docket nunber
VAEOB- 01- 12/ 18-0995. We'd ask the parties that wwsh to
address the Board in these four matters to cone forward at
this time. I'msorry, it's five matters.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane again,

pl ease.
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A Leslie K  Arrington.

Q Who do you work for?

A Consol Energy.

Q In this...in these conbined cases, who is

t he applicant?

A Buchanan Producti on Conpany.

Q Is that Virginia General Partnership?
A Yes, it is.

Q Does it have two partners?

A Yes, it does.

Q Who are they currently?

A Consol ... Consolidation Coal Conpany and
Consol Energy.

Q I nc.
A I nc.
Q Ckay. |s Buchanan Producti on Conpany

aut hori zed to do business in the Commonweal t h?

A Yes, it is.

Q And who is Buchanan Production requesting be
appoi nt ed desi gnated operator?

A Consol Energy, Inc.

Q Does Consol Energy, Inc. have a bl anket bond

on file and has it registered wth the DMVE?
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A Yes, it does.

Q | s Consol Energy, Inc. a Del aware
Cor por ati on?

A Yes, it is.

Q Is it authorized to do business in the
Commonweal t h?

A Yes, it is.

Q Back in the early '90s, did the nmanagenent
comm ttee of Buchanan Production Conpany del egate the
responsibility to maintain and develop its properties to a
third party?

A Yes, it did.

Q And is Consol Energy, Inc. essentially the
successor in interest to that del egation of authority?

A Yes, it is.

Q And has Consol Energy, Inc. agreed to, in
fact, explore for, devel op and nai ntai n the Buchanan
Production Conpany properties?

A Yes, it has.

Q Have you |isted the nanes of everyone that
you are seeking to pool in these units in both the notice of
hearing and the exhibit B-3?

A. Yes, | have.
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Q Ckay. And in terns of notice, what have you
done?

A We nmailed certified mail/return receipt
requested on Novenber the 16th of 2001. And F-27 was
published in the Bluefield Daily Tel egraph on Novenber the
22nd of 2001; G 18 was published in The Virginia Muntaineer
on Novenber the 22nd of 2001; G 19 and G 28 was published in
the Bluefield Daily Tel egraph on Novenber the 22nd of 2001,
and K-20 was published in The Virginia Muntai neer on
Novenber the 22nd of 2001.

Q And have you filed with the Board today in a
packet of exhibits for each of these units your certification
with regard to publication and copies, as well as the
publication certifications?

A We have.

Q Do you want to, with regard to any of these
units that we've conbined for hearing, add anybody as a
respondent ?

A No we do not.

Q Do you want to dism ss anybody as a
respondent ?

A No.

Q Ckay. Wth regard to...let's take these one
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at atime and ook at the plats, okay. And let's start...l'm
going to take these in the order that they appear on the
docket. So, we'll start with docket nunber 4, which is F-27,
okay?

A Yes.

Q If we |ook at the plat, we are dealing wth,

are we not, an 80 acre OGakwood | unit?

A W are.

Q How many wel | s?

A One, within the drilling w ndow.

Q Ckay. And is that essentially what you
propose at this point in tinme?

A Yes, we do.

Q Ckay. G 28, again, are we dealing with an

80 acre OGakwood unit?

A Yes, you are. One well within the drilling
W ndow.
Q Ckay. Unit G197
A It should be one well and within the
drilling wi ndow.
Q Ckay. K-207?
One well and within the drilling w ndow.
And G 187
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A Yes, one well and within the drilling
Wi ndow.

Q And that unit shows it's just catching part
of an entry?

A Yes, it is. That's the old VP2 m ne.

Q kay. And all five of these units are 80

acre OGakwood | units, is that correct?

A Yes, they are.

Q Ckay. And the production is intended to
come fromone frac well in each unit?

A That's correct.

Q And that well would be intended and expected

to produce fromthe Tiller on down?

A Yes, it does. That's correct.

Q Coul d you summari ze for the Board the
interest that you' ve acquired in these units, taking them one
at a tinme, okay, and then the interest that you' re seeking to
pool in these units?

A Yes. Unit nunber F-27, we have | eased
76. 03334% of the coal, oil and gas, coal bed nethane interest;
seeking to pool 23.9666% of the coal, oil and gas, coal bed
met hane interest. W have a 100% of the coal |eased beneath

this unit. I'mjust going to do it in the order that's on
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the exhibit. G 18, we have 75.0875% of the coal, oil and gas
| eased; seeking to pool 24.9125% of the coal, oil and gas,
coal bed nethane interest; and we have 100% of the coal |eased
beneath this unit. G 19, we have 65.5125% of the coal, oi
and gas, coal bed nethane interest |eased; seeking to poo

34. 4875% of the coal, oil and gas, coal bed net hane interest;
and we have a 100% of the coal |eased beneath this unit. G
28, we have 87.6625% of the coal, oil and gas, coal bed

nmet hane interest; seeking to pool 12.3375% of the coal, oi
and gas, coal bed nethane interest; and have a 100% of the
coal |eased beneath this unit. Unit K-20, we have 73.84583%
of the coal, oil and gas, coal bed nethane interest |eased;
and seeking to pool 26.15417% of the coal, oil and gas,

coal bed nethane interest; and we have a 100% of the coa

| eased beneath this unit.

Q I f you would just turn to the tract
identifications part of F-27, just as an exanple, okay? 1In
this F-27 unit, there are four tracts, right?

A Yes.

Q How many of those tracts does the applicant
have a | ease...a coal bed net hane | ease?

A We actual ly have a coal bed net hane | ease on

all four tracts.
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Q kay.

A It's just that we don't have a third
interest on two of the tracts.

Q Ckay. If you take tract one in F-27, just
to kind of focus in on what's being pool ed here, Yukon
Pocahont as, Buchanan, Salyers, and North Anerican Ti nber own
undi vided interests in the fee mnerals in that tract,
correct?

A That's correct.

Q And you have obtained a | ease fromtwo-
thirds of the undivided mneral fee interest owners but
you' ve got an outstandi ng undivided one-third interest,
right?

A That's correct.

Q And the | essees that you're tal ki ng about
here that are noticed potentially, particularly Tight Sands
| nvest nents, okay, would be a possible | essee of what
interest?

A Tight...well, it wll be the oil and gas
| essees of the entire tract.

Q Ckay. To your know edge, has anyone | odged
of record a coal bed nethane | ease taken from North Anerican

Ti mber ?
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No.

kay. So, at this point, that interest is

unl eased?
A That's correct.
Q As far as---7?
A Ve t hi nk.
Q As far as you know?
A Yes.
Q And so the Cabot and/or Eastern Anerican

woul d be deep gas or conventional gas | essees?

A It is. That's correct.

Q Ckay. Now, with regard to...we see those
peopl e again, but with regard to...no, we don't. Wth regard
to docket nunbers 5 and 6, we've got the Norfol k Southern,
correct?

A Uh- huh.

Q And | take it, if we |ook at the nmap, we can
see the railroad going through the unit?

A Yes, you can.

Q For exanple, G 28 sort of |oops right
through the mddle of the unit?

A Yes.

Q And are we tal king about pooling an interest
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t hat Norfol k Sout hern obtai ned when they either acquired or
condemmed their right-of-way?

A Yes.

Q Okay. And that's set forth...it's described

in exhibit B-37?

A Yes.

Q kay. Wth regard to the matter of escrow,
okay, let’s start with F-27. It should not be required---7?

A There shoul d be none.

Q ---because we're tal king about fee owners?

A Ri ght .

Q The sane thing ought to be true of G 28, |

woul d suspect ?

A No.
Q No.
A There probably shoul d be sone between

Norfol k Southern and...let's see, what do they have, 800

feet. So, there will be escrow for that tract.
Q Ckay. And there is an exhibit E--7?
A Yes.
Q ---in the Norfol k Southern tract, G 28?

Wth regard G 197

A. Shoul d be escrowed.



Q Al right. And we have submtted,

bel i eve, an exhibit E show ng that?

A Yes.

Q Wth regard to K-207?
A There shoul d be none.
Q

There i s none.

kay. And lastly, with regard to G 18 and

t he escrow question here?

A There shoul d be none.

(M. Swartz confers with Leslie K Arrington.)

Q Ckay, so it looks like---7

A No.

Q ---escrow would not be required in G 18
either?

A That's correct.

Q Have you offered...in fact, negoti ated

extensively with North Anmerican Ti nber?
A Yes, we have.

Q And, again, in general

what has...what are

the |l ease terns that Buchanan Production is offering inits

areas of interest in the Commonweal t h?

A. Yes. Qur standard | ease terns for

nmet hane | ease is a $1 per acre per year

term with a 1/8 royalty.

a five year

a coal bed

pai d up
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Q And woul d you reconmend to the Board that
those terns be included in any deened to be | eased provision
in any order they mght enter?

A Yes, we woul d.

Q | think we've indicated that all of these
units are 80 acre OCakwood units with one well seeking to poo
fromthe Tiller on down. But just to confirm is that true?

A Yes, it is.

Q Ckay. Have you provided in the applications
and again in your notes, information with regard to these

five wells?

A On well costs and depths, yes, | have.

Q Yes. Wiy don't you go through that with the
Boar d.

A Yes. For well F-27, that well would be an

estimated depth of 1,695 feet, estimted cost $184, 984. 93.
G 18, 1,990 feet, estinmated cost of $191,198.40. G 19,
estimted depth of 1,580 feet, estimted cost of $181, 422. 15.

G 18, estinmated depth of 1,660 feet, estimted cost of

$182, 961. 55.
Q That was G 28, right?
A G 28, I'msorry.
Q Ckay.
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A And K-20, estimated depth of 2,145 feet,
estimated cost of $197.417. 19.

Q Now, lastly, is it your opinion that the
devel opment plans for each of these units as disclosed by the
wel | plats and the applications, represent a reasonable plan
to devel op the coal bed nethane fromw thin and under these
five units?

A Yes, we do.

Q Bet ween the pooling and the escrow, is it
al so your opinion that the correlative rights of all owners
are protected?

A Yes, it is.

Q That's all | have.

BENNY WAMPLER:  You have on your note on the

handouts you gave us pooled parties North Anerican Ti nber
Corp., Tight Sands Investnent, L.L.C., C L. Cabot G| and
Gas Corporation, Eastern Anerican Energy Corporation. |
only...l didn't see that on every one of them

LESLIE K. ARRINGTON: That's correct. It won't be

on every one of them

BENNY WAMPLER:  Just the ones you have listed in

her e?

LESLI E K. ARRI NGTON:  Yes.
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BENNY WAMPLER.  You' ve nmade no ot her changes since

t he application?

Boar d?

LESLI E K. ARRI NGTON: No, we haven't.

BENNY WAMPLER:  Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Do | have a notion?

KEN M TCHELL: M. Chairman, | nmake a notion for

item nunber 4, which is identified as F-27, which is our

VGOB- 01- 12/ 18- 0989.

yes.

nmotion for

BENNY WAMPLER: Is there a second?

MASON BRENT: Second.

BENNY WAMPLER:  Any questions?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. |Is there a

G 28?
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1 KEN M TCHELL: M. Chairman, | would nake a notion

2 for approval itemnunber 5, identified as G 28 under our
3 docket number VGOB-01-12/18-0990.

4 BENNY WAMPLER: |s there a second?

5 MAX LEWS: | second.

6 BENNY WAMPLER:  Any further discussion?

7 (No audi bl e response.)

8 BENNY WAMPLER.  All in favor, signify by saying
9 vyes.

10 (Al nmenbers signify by saying yes.)

11 BENNY WAMPLER.  Opposed, say no.

12 (No audi bl e response.)

13 BENNY WAMPLER:  You have approval. |Is there a

14 notion for G 19?
15 CLYDE Kl NG So noved.

16 BENNY WAMPLER:  Mbtion for approval of G19. |Is

17 there a second?

18 KEN M TCHELL: Second.

19 MASON BRENT: Second.

20 BENNY WAMPLER:  Second. Any further discussion?
21 (No audi bl e response.)

22 BENNY WAMPLER.  All in favor, signify by saying
23 yes.

24
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(Al nmenbers signify by saying yes.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

a notion?

KEN M TCHELL: Motion for approva

item nunber 8, which is identified as K-20,
12/ 18- 0993.

BENNY WAMPLER: Is there a second?

MASON BRENT: | second.

K-20, is there

, M. Chairman,
our VGOB-01-

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al nmenbers signify by saying yes.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

is there a notion for approval ?

CLYDE Kl NG So noved.

KEN M TCHELL: Second it.

BENNY WAMPLER: Mbti on and second.

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

BENNY WAMPLER: This is docket nunber VGOB-01-

12/18-0995. Al in favor, signify by saying yes.
(AI'l menbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: Thank you all

BENNY WAMPLER:  Merry Chri st nas.

MARK SWARTZ: Merry Chri stnas.

BENNY WAMPLER:  Thank you very nuch.

BOB WLSON: M. Chairman, before these gentl enen

| eave, since this sonmewhat involves them | got letters this
week from M. Donald R Johnson, who is the attorney for the
Fon...Lon B...Fon Rogers Trusts, and if you could pass those
around, and a copy over there. This involves the pooling
that has occurred in the G44, H 44, C 32 and B-31 units.
The letters are all the sane. Basically, they're asking for
corrections to the record.

"On behal f of Fon Rogers, Il, Trustee, Lon B.
Rogers Bradshaw Trust No. 1 (as oil and gas owner), and M.
Fon Rogers, Il, Trustee, Lon B. Rogers Bradshaw Trust No. 2

(as coal owner), | amwiting to state ny client's objections
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to the tract identification sent to you by M. L. Arrington
of "Consol Energy, Inc." under a transmttal |etter dated
Septenber 13, 2001. The representation in the docunent for
each well is inaccurate for the foll ow ng reasons:

1. The Lon B. Rogers Bradshaw Trust No. 2 is
the Coal Omer of "Tract 4" for Well G 44 and "Tract 4" for
Well H-44; however, ny client has a | ease of "deep coal"
bel ow t he Jawbone Seamto |sland Creek Coal Conpany. There
have been no | awful assignnents of the coal |ease to Reserve
Coal Properties Conpany, Consolidation Coal Conpany or any
other part. The coal |lease to Island Creek Coal Conpany
requi res consent for assignnent, and none has been requested
or given. The statenent in each schedule that the "P-3" seam
is |l eased to Reserve Coal Properties is not correct. |If such
an assignnent exists, ny client denmands that the Applicant
present the sane at once.

2. The representation for Wll G 44 and H44,"
and the others | previously nentioned, "that the oil and gas
| essee of "Tract 4" for each well is Ashland Expl orati on,
Inc. is incorrect. As the Board and The Applicant well know,
t he ownershi p and assets of Ashland Exploration, Inc., have
been acquired by Equitable Production/Eastern States.

3. For each Tract ldentification, ny client's
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name and the nanes of the two Trusts he represents as Trustee
are incorrectly stated. M client's nane is Fon Rogers, I1.
The Trust owning the surface and coal is the Lon B. Rogers
Bradshaw Trust No. 2. The Trust owning the oil and gas is
the Lon B. Rogers Bradshaw Trust No. 1. "Lon B. Rogers, I|1",
is incorrect. M client's mailing address is P. O Box
22427, Lexington, KY 40522.

My client requests that the Tract ldentification
for each well be anended to correct these significant
matters.

Thank you for your cooperation..." etc. and it's
signed Donald R Johnson for the Rogers Estate.

BENNY WAMPLER:  These are orders that we've al ready

deci ded and pool ed.

MARK SWARTZ: Ri ght .

LESLIE K. ARRI NGTON: W just gave her...we just

gave her G and H 44 this norning.
SANDRA RI GGS: They haven't been entered yet.

MARK SWARTZ: Well, the problemthough is, you

know, with regard to item nunber one, for exanple, all of
this information was in the original application. Don was
here a couple of tines at hearings. Nobody heard a peek and

frankly, | would disagree with sone of this. But, | nean,
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i tem nunber one, the tinme to conplain about that was, you
know, nonths ago so we could have taken it up at a hearing.
So, you know, |I'mstanding by the informati on we gave you to
begin wwth in our applications in that regard, with regard to
hi s objection one, which gets repeated and repeated.

bj ection nunber two, Equitable Production/Eastern
States is not the name of Ashland anynore either. You know,
| don't...l'"mnot sure what it is. | think it's Equitable
/..so, | nmean, nunber two is wong for sure, okay. | nean,
if we're going to change their name, that wouldn't be their
current nane.

And | don't know about nunber three. | nean, he
sent us information with regard to the revenue sharing
agreenent. W ought just |look at that and | guess we
can...if, you know, he gave us different information, I
certainly wouldn't have a problemw th straightening that
out. But | would inmagine we copied it fromwhat he gave.
But, you know, |I'm not sure.

So, | would be very careful wth nunber one because
that information was on the table when he was here. Nunber
two, | think, and Max may know t he nanme of Equitabl e now or
what ever .

MAX LEWS: They've changed that so nuch | can't
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keep up wth it.

MARK SWARTZ: Yeabh. But it's not...what is it?

What is it, Jin? Wat would your nane be?
JIM KI SER Equi tabl e Producti on Conpany.
MARK SWARTZ: (Okay. And with regard to three, you

know, whatever it is, Sandy, make the...you know, if you
need...| nean, at |east our position would be if you need to
make a change, you know, refer to the docunents and give
us---.

SANDRA RIGGS: | thought it was taken off of the

split agreenent.

MARK SWARTZ: That's what | would assune.

SANDRA RI GGS:  Yeah.

LESLI E K. ARRINGTON: Sandy, if you don't care,

woul d you open up that package of exhibits that we gave you
this norning on Hand G44. Since we're sitting here, see if
we didn't conply to that.

SANDRA RI GGS:  Which units?

LESLI E K. ARRI NGTON: H and G 44 for sure.

(Leslie K. Arrington confers with Anita.)

LESLI E K. ARRI NGTON: She said there's...yeah, she

said there's no new exhibits in there.

SANDRA RIGGS: Right. There's just conments.
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MARK SWARTZ: W can't tell fromthose.

LESLIE K ARRINGTON: We can't tell fromthe letter

then, okay. Fromthe last letter that we received fromhim
and per Anita, she's the one that does that, we corrected
according to the last letter that we got fromthem So,
[ ---
MAX LEWS: They' ve had about four or five
di fferent nanes.

BENNY WVAMPLER M. Mtchel | ?

KEN M TCHELL: M. Chairnman, ny suggestion, it's

nmerely a suggestion, is that this appears to be a | egal
question. GCbviously, we're not a | egal board. W've never
been a Legal Board. 1've read the form ng docunents of this
Board. So, | would request that this be brought back at our
next neeting and have tinme for our |legal counsel to assess
what has been presented today and have tine for the people to
di scuss maybe sone of the finer points and | would | ove to
see it brought back at our next neeting. | nake that into a
formal notion.

BENNY WAMPLER. Ckay, | have a notion. |s there a

second?
(No audi bl e response.)

BENNY WAMPLER.  Hearing no second notion, it dies.

55



© 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

s there any...| guess, nmaybe to accommobdate, we'd just ask
our attorney Ms. Riggs to take care of this and advise us if
t he Board needs any further action. Does that...| guess,
doi ng the sane thing.

KEN M TCHELL: That will be the sane thing for ne.

SANDRA RIGGS: Well, with respect to the nunber one

where they're making a claimto coal interest that you fee

is not theirs, the way that has been handled in the past, if
sonebody cones in here and nakes a claim we just add themin
and let it get resolved | ater because we don't resolve those
conflicting clains to ownership. They're already a party to
the pooling and what he's doing, it appears to ne, is raising
additional clains to those that you already says he has,
right? So, if he brings a court order and establishes that,
then it---.

BENNY WAMPLER.  Well, | nean, typically...I'll go

ahead and say what | was really thinking here all along.
Typically, you know, if he's going to object to a Board
order, he can either go to Court; if he's clarifying the
record, he can submt information for the record to clarify
sonething that was in error, that could be an error in that
way. It has to be one of those two things. | don't think we

want to create another avenue---.
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SANDRA RI GGS:  For appeal .

BENNY WAMPLER: ---that's not in | aw and

regul ations that creates an avenue for appeal and that's ny
concern.

SANDRA RI GGS: These orders haven't been entered

yet. Once they're entered, he will have tinme to take an
appeal - --.

BENNY WAMPLER:  Ri ght.

SANDRA RIGGS: ---if he doesn't agree with---.

MARK SWARTZ: The problemwith one is he's

conpl ai ni ng about the assignnment of a coal |ease and not...|
woul d imagine that in the exhibits, which we do not have in
front of us, the trusts are identified as the coal owner.
So, | don't see this as a conflicting claim He's
conpl ai ni ng about a breach of an all eged | ease provision.

SANDRA RI GGS:  Which we don't adjudicate.

MARK SWARTZ: Exactly. Exactly. So, you need

to...you know, | don't think it's a title issue. Now, if for
sone reason...we'll |look at the exhibits, Sandy, and interact
wth you. But if---.

SANDRA RIGGS: He's saying that the | ease was

assi gned without his consent.

LESLI E K. ARRINGTON: Ri ght.
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MARK SWARTZ: Right.

LESLI E K. ARRI NGTON: Exactly.

MARK SWARTZ: Not that we...not |isted them as an

owner, | think.

SANDRA RI GGS:  Ckay. Well, can you confirmthat he

was, in fact, listed as the owner.
MARK SWARTZ: |'Ill |l ook at that as soon as | get
back to ny office. |1've got the stuff.

CLYDE KING Then it's just atitle matter

LESLI E K. ARRINGTON: Onh, sure.

MARK SWARTZ: Yeabh. Yeabh. | mean, we beli eve,

unl ess there was sone m stake, you know, he was |listed as an

owner, not...not reserve coal. But I'll confirmthat and
we'll...sonmebody will e-mail you and you'll have the exhibits
anyway.

BENNY WAMPLER.  Are we all okay with that?

CLYDE KING Yeah.

BENNY WAMPLER: | f you'll | ook at that and advi se

us if we need to do anything further.

MARK SWARTZ: Man, we al nbst got out the door.

SANDRA RIGGS: W th respect to nunber two, counsel

said it's Equitable Production Conpany. That can be changed

on the supplenental order if you choose to do it at that
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point. And with respect to nunber three, we'll check the
split agreenents and the exhibits. But | think it was taken
right off the split agreenent.

MARK SWARTZ: That's what | thought.

SANDRA RIGGS: W'l verify that and resolve it.

MARK SWARTZ: And then if that's the case, you need

to wite back to himand tell himto correct his records.

BENNY WAMPLER:  Ckay, thank you very much. Thanks.

Do you want to take a ten mnute break while the others get
set up? We'll take a ten m nute break.
(Break.)
BENNY WAMPLER:  Ckay, the next item on the agenda

is a petition from Equi table Production Conpany for pooling
of a coal bed nethane unit under the Roaring Fork Gas Field
order identified as VC-504929. This is docket nunmber VGOB-
01-12/18-0996. We'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
Ji m Ki ser on behal f of Equitable Production Conpany. Qur
witness in this matter will be M. Don Hall. W'd ask that
he be sworn at this tine.

(Don Hall is duly sworn.)

BENNY WAMPLER:  The record wll show there are no
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others. You may proceed.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR. KI SER

Q M. Hall, if you' d state your nane for the
Board, who you're enployed by and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District Landnman.

Q And your responsibilities in that job
include the land involved in this unit and in the surroundi ng
area?

A Yes.

Q Now, are you famliar with Equitable
Production Conpany's application seeking a pooling order for

EPC wel | nunmber VC-504929 that was dated Novenber the 16th,

20017

A Yes.

Q And is Equitable seeking to force pool the
drilling rights underlying the unit as depicted at exhibit A,

that being the plat to the application?
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A W are.

Q And does the location proposed for this well
fall within the Board' s order for the Roaring Fork Coal bed
Gas Fiel d?

A Yes.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents in an attenpt
made to work out an agreenent regardi ng the devel opnent
i nvol ved?

A Yes.

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

A W do.

Q And what is the interest of Equitable within

the gas estate in the unit?

A W have 96.23%interest |eased at---.

Q At the tinme of the application, right.

A ---this tine.

Q And the interest of Equitable in the coal
estate?

A 100%

Q Now, are all the unleased parties set out in

exhibit B to the application?
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A Yes, they are.

Q Are you famliar with the ownership of
drilling rights of parties other than Equitable underlying
this unit?

A Yes.

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

A 3.77%

Q Ckay. Now, were efforts nade to determ ne
if the individual respondents were living or deceased or
t heir whereabouts; and if deceased, were efforts nmade to
determ ne the nanes, addresses and whereabouts of the
successors to any deceased individual respondents?

A Yes.

Q In this particular case, this is what we
call one of the day air wells and we've force pool ed these
fol ks several tinmes over the years and have continued to
attenpt to | ease the unleased parties. Qccasionally, we'l|l
pick up a |l ease. And there are sone unknown people in this
unit, some unknown respondents or interest owners in this
unit. And did you nake reasonable and diligent efforts and
check to | ocate these unknown heirs including prinmary sources

such as deed records, probate records, assessor's records,
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treasurer's records and secondary sources such as tel ephone
directories, city directories, famly and friends?

A Yes.

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

A Yes.

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

A Yes.

Q Are you requesting this Board to force poo

all unleased interests listed at Exhibit B?

A Yes.

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

A Yes.

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

A A $5 bonus on a five year termand 1/8
royalty.

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

A Yes.

Q And in your professional opinion, do the
terms you have testified to represent the fair market val ue

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 who are...renain

unl eased on exhibit B or who are unknown, 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 nmineral acre plus a 1/8 of 8/8
royalty; three, in lieu of the cash bonus and 1/8 of 8/8
royalty, a share in the operation of the well on a carried
basis as a carried operator under the follow ng conditions:
Such carried operator shall be entitled to the share of
production fromthe tracts pooled accruing to his interest
exclusive of any royalty or overriding royalty reserved in
any | eases, assignnents thereof or agreenents relating
thereto of such tracts, but only after the proceeds

applicable to his share equal - 300% of the share in the case
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of a |eased tract; or 200% of the share of cost in the case
of an unl eased tract?

A Yes.

Q Do you recommend that the order provide that
el ections by respondents be in witing and sent to the
applicant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, P. O Box 2347, Charleston, West Virginia 25328,
Attention: Melanie Freenman, Regul atory?

A Yes.

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

A Yes.

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

A Yes.

Q Shoul d all unl eased respondents be given 30
days fromthe date that the Board order is executed to file
their witten elections?

A. Yes.
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Q And i f an unl eased respondent elects to
participate, should they be given 45 days to pay their
proportionate share of well costs?

A Yes.

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

A Yes.

Q Shoul d the applicant be allowed a 120 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 any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate but fails to pay their
proportionate share of well costs satisfactory to the
applicant for paynent of those costs, then their election to
participate shall be treated as having been w t hdrawn and
voi d and such respondent should be treated as if no initial
el ection had been filed under the order?

A Yes.

Q Do you recommend that the order provide that
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where a respondent elects to participate but defaults in
regard to the paynent of well costs, any cash sum becom ng
payabl e to that respondent be paid within 60 days after the
| ast date on which such respondent could have paid or nmade
satisfactory arrangenents for the paynent of those well
costs?

A Yes.

Q Okay, in this particular case, we have both
unknown owners and conflicting claimnts to the coal bed
met hane. So does the Board need to establish an escrow
account into which all cost or proceeds attributable to these
interest shall be held for the respondents benefit until such
funds can be paid to the party by order of the Board or until
the conflicting claimis resol ved?

A Yes.

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

A Equi t abl e Producti on Conpany.

Q Now, what is the total depth of the proposed

wel | under the plan of devel opnent?

A 212...2,012 feet.
Q And the estimated reserves of the unit?
A 400, 000. .. 400, 000, 000 cubic feet, I'msorry.
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Q And are you famliar with the well costs for
t he proposed well under the plan of devel opnent?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board with the application as exhibit C?

A It has.

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

A Yes, it was.

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

A It does.

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

A The dry hole costs would be $87,770. The
conpl eted well costs would be $179, 020.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
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for supervision?

A It does.

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

A It woul d.

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

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

MASON BRENT: You say that this well is within the

window. It looks like it's pretty---.
JIMKISER It's right on the edge.
DON HALL: R ght on the edge, yes.
MASON BRENT: (I naudi bl e).

JIMKISER And this is in the Roaring Fork and
Nora Fields both, if you' re outside the interior w ndow, then
you can apply for a variance directly through the director in
the permt process. W no |longer have to go before the Board
for those.

DON HALL: R ght,

JIMKISER  But---.
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DON HALL: This one is in the w ndow.

JIMKISER ---it's just inside. So, we don't need
one here.

BOB WLSON: There's a second well showi ng in that
plat as well. That's an existing conventional well, deep
wel | .

BENNY WAMPLER: Ot her questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER W'd ask that the application be
approved as submtted, M. Chairnman.

BENNY WAMPLER. For the record, I'mgoing to

abstain. There's sone Wanpler's in here. | don't have a
clue if I"'many kin. But just in case, |I'll take away that
i ssue.

CLYDE Kl NG You never know who's in the closet, do

you?

BENNY WAMPLER: | have no idea.

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

the application.

BENNY WAMPLER: | have a notion. Is there a

second?
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KEN M TCHELL: | second.

BENNY WAMPLER:  Mbtion and seconded. Any further

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

BENNY WAMPLER:  Al'l in favor, signify by saying

(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval.

JIMKISER You'll have to check out this exhibit
B. It looks like they live in California.

BENNY WAMPLER: One Wanpler---.

JIMKISER  You' ve got a Janes and Eil een Wanpl er
in Cospira, California. That's under Pearl Wanpler. And
then a Mldred Kirkland in O ynpia Washi ngt on.

DON HALL: They're | eased.

JIMKISER  Ruth Wanpl er Dean heirs. You' ve got
Bobby Dean in A ynpia Washi ngton, uh. They went West.

CLYDE KING Yeah.

BENNY WAMPLER: A lot of themsettled in the

Abi ngdon area and then kind of scattered out fromthere years

ago.
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CLYDE KING Yeah, they're kind of like the Kings.

The Kings went everywhere.

BENNY WAMPLER: Ckay, the next itemon the agenda

is a petition from Equitable Production Conpany for a well
| ocati on exception for proposed well V-503584. This is
docket nunmber VGOB-01-12/18-0997. W'd ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

JIMKISER M. Chairman and Board nenbers, Jim
Ki ser, again, on behalf of Equitable Production Conpany. CQur
wtness inthis matter will again be M. Hall. [I'Il remnd
himthat he is under oath.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, again, state for the Board who
you' re enployed by and in what capacity?

A "' m enpl oyed by Equitable Production Conpany
as District Landman.

Q And, again, your responsibilities include

72



© 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

the Iand involved here and in the surroundi ng area?

A They do.

Q Now, are you famliar with the application
that we filed seeking a | ocation exception for well V-503584?

A Yes, | am

Q Have all interested parties been notified as
required by Section 4B of the Virginia Gas and G| Board
Regul ati ons?

A They have.

Q Wul d you indicate for the Board the
ownership of the oil and gas underlying the unit for well V-
503584?

A Penn VA Ol and Gas Corporation is a 100%

Q Now, does Equitabl e Production Conpany have
the right to operate the reciprocal wells, that being the
wells fromwhich we are seeking the exception?

A V¢ do.

Ckay. And are there any correlative rights

i ssues?

A No. This is on a 5,000 acre Penn Virginia
tract and we have everything | eased in that area.

Q Ckay. Now, we did not do a separate exhibit

for this particular hearing, which is very rare for us, and
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the reason being that essentially the certified well plat can
serve as that exhibit. |If you would kind of take the plat
and explain for the Board why we need this |ocation

excepti on.

A Well, if you turn to the plat in your
application, you'll see that 10067 is to the northeast, 10066
to the east and 10366 to the south are all |ess than 2500
feet fromthis well and there is really no place that we can
put this well and nmai ntai n adequate spaci ng for many of
these...all of these wells. This is the best spot as far as
trying to maintain sone equal spacing. |In addition, this is
on a strip bench on Penn Virginia property in which they have
required us to put the well in the spot as well.

Q So, not only do we have the three wells that
have sort of hemmed us in and the...and no | egal |ocation we
could get, but the coal owner has designated this spot?

A That's correct.

Q Ckay. Now, in the event the |ocation were
not granted, would you project the estimated | ost of reserves
resulting in waste?

A 475, 000, 000 cubic feet.

Q And what is the total depth of this well

under the plan of devel opnent?
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A 6, 060 feet.

Q WIIl this be sufficient to penetrate and
test the Conmonweal th sources as supplied in the subject
formati ons?

A It will.

Q | s the applicant requesting that this
| ocati on exception cover conventional gas reserves to include
the designated formations fromthe surface to the total depth
drilled?

A Yes.

Q I n your professional opinion, wuld the
granting of this |location exception be in the best interest
of preventing waste, protecting correlative rights, and
maxi m zing the recovery of the gas reserves underlying the
unit for well nunber V-5035847

A It will.

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

BENNY WAMPLER: Questions from nenbers of the

Boar d?

MASON BRENT: | think | nmay have asked this

question before. |If | have, | apologize. 1Is there any

offset fromthe state regulating the offset fromthe state
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line?

BENNY WAMPLER:  We just communicate with the...we

have a nechanisminternally to communi cate with the other
state agencies. There's no legal offset. Oher questions?
Those other three wells are conventional wells?

DON HALL: Yes.

BENNY WAMPLER: Do you have anything further?

JIMKISER W'd ask that the application be
approved as submtted, M. Chairnan.

BENNY WAMPLER: Is there a notion?

KEN M TCHELL: M. Chairman, | nmake a notion for

approval of item 12, which is the exception to the 2500 f oot
| egal requirenent.

BENNY WAMPLER: Is there a second?

MASON BRENT: | second.

BENNY WAMPLER:  Mbtion and second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)
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BENNY WAMPLER:  You have approval. Thank you.

Merry Christmas to you.
(JimKiser confers with Sandra Riggs.)

BENNY WAMPLER: Do you have anyt hi ng?

BOB WLSON: No, sir. | believe M. King does,

t hough.
CLYDE Kl NG | do, M. Chairmn.

BENNY WAMPLER. Go ahead, M. King.

CLYDE KING M. Chairman, | have done ny best not

to mss a neeting of this Board and | request that we maybe

try to change our February neeting to the 12th of February,

which is one week before, | guess. The regular neeting wll
be on the 19th. |If it's areal problem I'll just have to
mss it. |If not, I'd like to be here.

BENNY WAMPLER: Usually it gets in problemw th the

notice and I don't know what...was we planning---.

BOB WLSON:. Well, that would...we'd just have to

back up the dates that we would require subm ssions fromthe
operators and getting everything in the newspapers and such.

It's usually better to go later than it is earlier because
of notice probl ens.

CLYDE KING Yeah. If it's a real problem--.

BENNY WAMPLER: We'||l take a look at it and see if
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we can acconmmodat e.

CLYDE KING No problem

JIMK SER  Well, just by way of information to
hel p you, I know M. Arrington from Consol told us after the
hearings that he...of course, he only has two in January and
we only have two. So, that's probably the smallest docket
we've had in nonths. But he said that they are going to be
dunping themin like crazy in February, which | know Ms.
Riggs is glad to hear it. So, you know, that denotes to ne
probably fifteen or twenty.

BOB W LSON: |'ve had the sane i nfornmation that

February wll be fl ooded.
JIM KI SER Wi ch begs to question, they nust force
pool every well they drill.

BENNY WAMPLER. W can go ahead and go off the

record.
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STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wit:

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

G ven under ny hand and seal on this the 8th day of

January, 2002.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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