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BENNY WAMPLER: Good norning, nmy nanme i s Benny

Wanpler. |'m Deputy Director of the Departnment of M nes,

M neral s and Energy, and Chairman of the Gas & G| Board.
"Il ask the Board nenbers to introduce thenselves, starting
with M. Brent.

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

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

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

Stafford County, Virginia. | ama citizen appointee.

BENNY WAMPLER: Shar on

SHARON PI GEON:  |'m Sharon Pigeon. |'m an

Assistant Attorney Ceneral. I'mreally sitting in today.
|"'mnormally on the coal side of the industry, but I'm
sitting in today for Sandy Riggs who is on a nuch deserved
and wel |l earned vacati on.

MAX LEWS: M nane's Max Lewis. |'m from Buchanan
County. |'ma 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:  Thank you very nuch. The...l'm

going to go ahead and call itens two, three and four on the

agenda. The Board nenbers for the record have revi ewed these
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docunents and I'll identify those as soon as | call the
docket nunmbers fromthe |last neeting. They are docket nunber
VAEOB- 02- 02/ 19- 1002, and all those prefixes and 1003, and then
1004. This regarded coal bed net hane units under the Oakwood
Coal bed Methane Gas Field order identified as G 48, G 49 and
H- 48.

The Board nenbers were presented with a copy of a
letter dated April the 20th from Bob Wlson to M. Les
Arrington, wherein Ella Beavers, Tammy Hatfield Stiltner,
Rosa Fay Hatfield, Thomas Roy Mullins, Louie Fred Miullins and
Larry Ervin Mullins had clainmed that they owned gas under the
land in the units G48, G 49 and H48. They were al so
provided a copy of a letter to ne fromM. Donald R Johnson
dated March 15, 2002; and a copy of the relevant portions of
the transcript fromthe | ast hearing.

As we stated at the | ast hearing, we do not plan to
recei ve any further evidence. The Board was deadl ocked in
its decision. | would now ask the Board nenbers if there's a
not i on.

Before | do that, let nme just affirmfor nyself,
and 1'll ask the other Board nenbers to do the sane, that
' ve had no discussion with any of the Board nenbers since

the | ast hearing regarding this case.
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MASON BRENT: | have---.

BENNY WAMPLER: | f you'll state your nanme and---.

MASON BRENT: My nane is Mason Brent. | have had

no di scussions with any other Board nenber, nor anyone el se
for that matter regarding---.

BENNY WAMPLER: ['I] affirmthat as well.

KEN M TCHELL: My nane is Ken Mtchell. 1've had

no di scussions wth any attorneys, any of the claimnts,
anyone on this...who sits on this Board. 1've had no
di scussions since we |left this room

MAX LEWS: M nane's Max Lewis. | have had no
di scussions with anyone over these three units.

BENNY WAMPLER: | just think that's inportant

for---.

MARK SWARTZ: Ri ght .

BENNY WAMPLER: ---the record and for all of you to

know that we don't collude on these kinds of things. They
have no idea what we're about to do, but to pick up where we
left us last tinme. So, I'll ask the Board, having read the
material and having tine to consider where we were |ast tine,
is there a notion?

MASON BRENT: M. Chairman, |1'd like to nake a

nmotion that we approve the pooling orders as submtted.
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BENNY WAMPLER: Is there a second?

(No audi bl e response.)

BENNY WAMPLER: Hearing no second, the notion dies.

| s there anot her notion?

KEN M TCHELL: M. Chairman, | would nake a notion

to deny the pooling.
MAX LEWS: | second it.
BENNY WAMPLER:  Mbtion and second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Ken Mtchell and Max Lew s indicate
affirmatively.)

BENNY WAMPLER. Al opposed, say no.

(Mason Brent and Benny Wanpler indicate in the
negative.)

BENNY WAMPLER. So, we're just no decision and

that's where we'll leave it. W're deadl ocked on a decision
on it.

The...we'll go back to nunber one on the agenda.
The Gas and G| Board wll consider a petition from Buchanan

Production Conpany for pooling of a coal bed nmethane unit
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under the Oakwood Coal bed Methane Gas Field | order
identified as ZZZ-29. This is docket nunmber VGOB-01-12/18-
0994. We'd ask the parties that wish to address the Board in
this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz on behal f of Buchanan

Production Conpany. W'd like to dism ss this one.

BENNY WAMPLER:  Al'l right. Any objections?

(No audi bl e response.)

BENNY WAMPLER:  No objections. It wll be

di sm ssed.

The next itemis a petition from Buchanan
Production Conpany for creation and pooling of a seal ed gob
unit identified as VP2SAJ1, docket nunber VGOB-02-03/19-1008.
We'd ask the parties that wish to address the Board in this
matter to come forward.

MARK SWARTZ: Mark Swartz and Les Arrington for

Buchanan Producti on Conpany.

BENNY WAMPLER: The record will show there are no

others. You nay proceed.
(Audi ence nenber speaks out.)

BENNY WAMPLER:  You need to cone down, if you wll,

and sit here then.

(Steven Tickle sits at the table.)



1 BENNY WAMPLER:  All | need you to do now is sit

2 there and identify yourself for the record, please.

3 STEVEN TICKLE: M nane is Steven Tickle. [I'm

4 actually representing ny father, WIIliamTickle.

5 BENNY WAMPLER: Ckay. W'Ill give thema chance to

6 make their presentation.

7 STEVEN TI CKLE:  Sure.
8 BENNY WAMPLER:  You' || have an opportunity to ask
9 questions as well as the Board asking questions. W'Il try

10 to make sure we get answers if you have questions.

11 BENNY WAMPLER: Les, do you have a copy of this for

12 M. Tickle.

13 (Leslie K. Arrington distributes exhibits.)

14 MARK SWARTZ: (kay, Les, do you want to be sworn?
15 (Leslie K Arrington is duly sworn.)

16

17 LESLI E K. ARRI NGTON

18 having been duly sworn, was exam ned and testified as
19 foll ows:

20 DI RECT EXAM NATI ON

21 QUESTI ONS BY MR. SWARTZ:

22 Q Ckay, you need to state your nane for us.
23 A Leslie K Arrington.
24
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Q Who do you work for?

A Consol Energy/ CNX Gas.

Q L.L.C ?

A L.L.C

Q Ckay. Were you the person that was in

charge of putting together the notice of hearing, the
application and the many exhibits with regard to this seal ed
gob unit?

A Yes, | was.

Q Ckay, you either did it yourself or you had
supervi sion over people that hel ped you do it?

A That's correct.

Q Ckay. And, in fact, you signed both the

notice and the application, is that correct?

A That's correct.

Q The applicant here is Buchanan Producti on
Conpany?

A Yes, it is.

Q And Buchanan Production Conpany is a

Virgi nia General Partnership?
A Yes, it is.
Q And it has two partners that are Conso

Energy, Inc. and CNX Gas, L.L.C. ?
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A That's correct.
Q | s Buchanan Production Conpany authorized to

do busi ness in the Commonweal t h?

A Yes, it is.

Q Who are you requesting be the designated
unit...designated operator if the unit...if the unit is
created?

A Consol Energy.

Q Ckay. |Is Consol Energy a Del aware

corporation?

A Yes, it is.

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

A Yes, it does.

Q Sonme considerable tinme ago, perhaps ten
years ago, did the managenent committee of Buchanan
Production Conpany del egate certai n devel opnent and
managenent responsibilities with its assets?

A Yes, it did.

Q Ckay. And is Consol Energy, Inc. the
successor today of that del egation that has gone through

several parties?

10
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A Yes, it is.

Q And as of today, does Consol Energy, Inc
have the authority to explore, develop and naintain the
properties and assets of Buchanan Production Conpany?

Yes, it does.

Q And that's one of the reasons why you're
seeki ng to have Buchanan... Consol Energy, Inc. appointed
desi gnat ed operator?

A Yes, it is.

Q Have you naned the respondents that you're
seeking to pool in the notice of hearing?

A Yes, it is.

Q And have you naned people in addition to the
fol ks that you' re seeking to pool ?

A Yes, | have.

Q And those additional people would be sone of
your | essors?

A Yes, it is.

Q Ckay. And the reason for that is we're
seeking to do two things here today, correct?

A Yes.

Q First, we're trying to create a unit which

is shown on the map that we've passed around; and secondly,

11



1 if that unit is created, then we're seeking to pool people in
2 that unit that we don't have | eases from al ready?

3 A That is correct.

4 Q kay. And the unit is depicted...red isn't
5 the best color with black here. But the unit is actually

6 this rectangle, which will be on your, as you're |ooking at

7 it, | guess toward the right, and it has the docket nunber

8 02-03/19-1008 witten init, and it's outlined in red. Les,
9 has this unit already been seal ed?

10 A Yes, it was.

11 Q Ckay. Wien was it seal ed?

12 A Decenber the 1st, 2001.

13 Q Ckay. And would you like the order then, as

14 we have done in the past, to be effective at m dni ght of the

15 date that it was seal ed?

16 A That's correct.

17 Q And that's stated in your---7?

18 A It is.

19 Q ---in your papers, right?

20 A Yes, it is.

21 Q So, we would like it effective Decenber the

22 1st, 2001 if this unit is created and seal ed?
23 A Correct.
24

12
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Q Okay. The entries, if we just look at this
unit, where the unit would communicate with the BUN 1, which

is imediately to the west, do you see that?

A Yes.

Q Have those entries al ready been seal ed?
A Yes, they were.

Q kay. And then there is a main that runs

al ong...actually between the BUN 1 unit and the proposed
unit, right?

A Correct.

Q And has that main been sealed by the red
line that kind of takes a jog at the...would be the sout hwest
corner of the unit?

A Yes, it does.

Q Ckay. And have you reported...we'll get to

that eventually, but have you reported the cost to seal this

unit?

A Ve did.

Q Ckay. And there are already a nunber of
wells and/or...strike that. There are already a nunber of

CBMwells in this unit?
A Yes. Approximately 185.

Q Ckay. And sone of those wells have produced

13
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fromvoluntary units within Gakwood, right?

A That's correct.

Q And sone fromunits that were pooled by this
Boar d?

A Correct.

Q And eventually we'll tal k about other orders

that have applied to this unit that need to be addressed?

A Yes, that's correct.

Q Ckay. But basically, to sumarize for the
Board, we are seeking to pool a unit that has the shape of
the red line around this unit?

A That's correct.

Q And al so, we have described it in both the
notice of hearing and the application, have we not?

A Yes, we did.

Q And we've given, just for exanple, the top
of the second page of the notice there is a netes and bounds
description of this unit, correct?

A Yes, it is.

Q Ckay. And that's sonething we're required
to give in addition to what woul d happen?

Yes.

Q The folks that you' re seeking to pool here

14



© 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

are listed in exhibit B-3, are they not?

A That's correct.

Q And if you look at B-3, which is three
pages, right?

A Correct.

Q Does that contain the nanes and addresses of
the fol ks that need to be pooled to protect their rights and
clainms in this unit?

A Yes, it does.

Q Okay. And everybody else that's listed on
the first page of the notice of hearing and is not |isted on
exhibit B-3 are | essors of yours?

A They are.

Q And with regard to election rights and so
forth, you're not suggesting or requesting that the | essors
be given elections rights, correct?

A No. That's correct.

Q And the reason we've joined themis,
al though the | eases allows us to pool their acreage,
typically those | eases don't allow for units of this size?

A That's correct. They do not.

Q And that's why we needed to join them

correct?

15
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A That's correct.

Q And what is the acreage here that we're
tal ki ng about ?

A It's 1973. 04 acres.

And how does that conpare to sone of the---?

A Excuse ne, 1973.45.

Q Ckay, .457?

A . 45.

Q And how does that conpare to sone of the

ot her seal ed gob units that we have previously created and
pool ed that are depicted on this map?

A Yes. |If you'll ook imedi ately south of
that unit, that's the Buchanan South sealed gob unit. It was
1590 acres. The BUN 1 that Mark has al ready nentioned
i medi ately west of the unit is 1483 acres. W' ve forned
various other units through out the Buchanan No. 1 m ne and
the VP-3 and VP-8 mne with varying sizes.

Q If you'll look just all the way to the west

at the VP-3 seal ed gob, how nany acres was that?

A That one was 1868. 09 acres.

Q Ckay.

A W have one in the VP-8 mne was 1716 acres.
Q Ckay. Wiat did you do to notify the people

16
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that you' re seeking to pool and your |essors of this hearing
t oday?

A It was nmailed by certified mail/return
recei pt requested on February the 19th of 2002. It was
published in the Bluefield Daily Tel egraph on February the
25t h of 2002.

Q And have you filed today wth the Board your
proofs with regard to mailing and certifications as to who
has al ready signed for the mail and so on and so forth?

A Yes, we did.

Q Ckay. D dyou also file with the Board
today proofs with regard to publication?

A Yes, we did.

Q When | ook at your exhibit B-3, it appears
to me that you have addresses for everybody that you're
seeking to pool ?

Ve did.
So that we don't have an unl ocat eabl es
pr obl enf

A That's correct.

Q Ckay.

BENNY WAMPLER:  Excuse ne. On page three of three

of your listing, you show a Joseph Wal ker heirs as address

17
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unknown.

MARK SWARTZ: On B-3?

(No audi bl e response.)

MARK SWARTZ: Ch, on the proof of mailing.

BENNY WAMPLER:  Proof of mailing. And also it

| ooks like Cloetta Bradley heirs. |'mlooking at---.

MARK SWARTZ: |'mthinking those people are | eased

that we don't have a current address for because they're not
on B-3.
BENNY WAMPLER: | under st and.

MARK SWARTZ: That's cool .

BENNY WAMPLER:  Just was fromthe handout today and

| just noticed that you had two there that said address
unknown.

BENNY WAMPLER:  \What were their nanes agai n?

BENNY WAMPLER. One was Joseph E. Wal ker heirs and

the other was Cloetta, GL-OE-T-T-AL M Bradley heirs, and
on your proof of mailing you say address unknown.

(Leslie K Arrington reviews his files and confers
with Anita.)

LESLI E K. ARRINGTON: Those are...those addresses

unknown are | eased interest, such as the C oetta Bradl ey,

which is seen on page 38 or 40, Exhibit B. Those are | eased

18
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interest. That person has passed away. W still haven't

cone up with the proper address. | believe...l can't find
the other nanme in here. | believe that's going to be the

sanme thing for the Wal kers. | cannot find that nane.

STEVEN TI CKLE: | have a question.

BENNY WAMPLER: Yes, sir.

STEVEN TI CKLE: s WIlliam Tickle a | eased

i nterest?

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

STEVEN TI CKLE: Wen was that | ease signed?

LESLIE K ARRINGTON: It was...it was probably a

| ease with Pocahontas Gas Partnership. To be able to give
you that date, |I don't bring that information with ne.

STEVEN TICKLE: If I'mnot mstaken, it was signed

in 1981 and it was a ten year | ease.

LESLI E K. ARRI NGTON:  Un- huh

STEVEN TI CKLE: kay. Nothing has been done that

|'maware of to renew that | ease, is that correct?

LESLI E K. ARRI NGTON: | can't...|l would assune that

that | ease was held by Production. | believe that |ease is
overtop of Hugh McRae coal

STEVEN TI CKLE:  Ckay.

LESLIE K. ARRINGTON: And that noney would be in an

19
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escrow account since it is in conflict with the coal owner.

STEVEN TI CKLE: Right.

LESLIE K. ARRINGTON: And if...l just assune, you

know, not know ng the specifics, but I would think it would
be held by Production and the noney in escrow.

STEVEN TI CKLE: Ckay. How can we find out about

t hat ?

LESLI E K. ARRI NGTON:  You- - -.

MARK SWARTZ: You coul d ask your dad and, you know,
we'll send you a copy of the lease if you'll give us your
addr ess.

LESLI E K. ARRI NGTON: Yeah. W can go back and

| ook at the specific records at the office to see what the
status is.

STEVEN TI CKLE:  Ckay.

BENNY WAMPLER. On page 35 of 40, if you'll find

M. Wl ker...Joseph E. Walker heirs. It says address
unknown.

MARK SWARTZ: Right. That's a |eased interest.

LESLI E K. ARRI NGTON: Those are | eased interest.

We just...you know, we haven't cone up with a new address
yet.
BENNY WAMPLER.  Ckay. Proceed.

20
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Q To go back to ny question, with regard to
exhibit B-3 which lists the people you' re trying to pool as
opposed to people that you already have | eases from--?

A Correct.

Q ---is there anybody that you're trying to
pool that you don't have an address for?

A No.

Q kay. And M. Wanpl er has pointed out that
there are sone people that you have | eases fromthat have
ei ther noved or died that you have address issues?

A That's correct. And at tines we've run into
those problens and it takes a while to cone up with a new
addr ess.

Q Ckay. Wth regard to the fol ks, your
| essors that you don't have addresses for or the nmail got
returned, that's one of the reasons you publish as well?

A It is.

Q Ckay. And with regard to exhibit E, which
is an escrow exhibit, it appears to ne that there is...even
on the first page, there is a possible owner.

A That's correct.

Q So, we've got a title issue that needs

escrow. And just |ooking through here on the escrow, it

21
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appears that from an unl ocateabl e standpoint, | don't see any

addresses unknown. |s that your recollection?
A There's so nany on there, Mark.
Q Ckay. Well, let's |look through them

t oget her here. W' ve got Thel na Bel cher again.

A And you notice---.

Q And we've got an address unknown for her
and- - -.

A Possi bl e owner.

Q Ri ght, and a possible owner. And I'll also

point out that on 15 of 15 of exhibit E, you' re show ng
WIlliam Tickle as being subject to escrow?

A Ri ght .

Q So, with regard to exhibit E, would it be
fair to say that an escrowis required for a nunber of tracts
because of conflicting clains?

A Yes, it is.

Q And also with regard to Tract 11, there is a
possible title issue and an address unknown issue, correct?

A Yes.

Q And Thel ma Bel cher shows up again in Tract
45, correct?

A. Yes.

22
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Q And we've got the sanme issue there from an
escrow st andpoi nt ?

A (No audi bl e response.)

Q Do you want to add any respondents today or
di sm ss any?

A No, we do not.

BENNY WAMPLER: Just one nore question while you're

on E.

LESLI E K. ARRI NGTON:  Ckay.

BENNY WAMPLER:  Where you just list Torch Operating

Conpany, you don't show. ..you have them|isted under coal fee
owner shi p.

LESLIE K. ARRINGTON: Well, it's actually Hugh

McRae. But they own...Torch owns the CBMroyalty to that
i nterest.

BENNY WAMPLER: To that sanme i nterest as above?

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER:  Thank you.

MARK SWARTZ: Well, it's Hugh McRae, but the

interest...the CBMinterest has actually been conveyed by
Hugh McRae to Torch
BENNY WAMPLER: That's correct.

MARK SWARTZ: But they're both in there. That's

23
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why Torch is |isted.
BENNY WAMPLER:  Ckay.

Q And you don't want to add anybody or dism ss

anybody today, is that---?

A No.
Q Ckay. The production here is coal bed
met hane production basically fromthe Poca Il Seam on up?
A That's correct. It is.
Q And the...this is in...these | ongwall panels

that are depicted on the map that you passed out to today and
that are also shown on the map that acconpani ed the
application and the notices are in what mne?

A The Buchanan No. 1 m ne.

Q Ckay. And exhibit A-1 to the notice and to
the application shows the various panels in that m ne that
are contained within the boundaries of the unit, right?

A It does.

Q And then on top of that it also shows the
tracts that we're referring to in the tract identifications
and that we're referring to in the other exhibits?

A Yes, it does.

Q So, that's kind of the key in terns of where

peopl e have their ownership interest, correct?
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A Correct.

Q Ckay. How many wells do you propose to use
for devel opnent purposes in this 1973 acre seal ed gob unit?

A In this unit, there's nine |ongwall panels.
We're proposing to use two wells per |ongwall panel.

Q Ckay.

A For a total of eighteen wells. Wthin
there, as | said earlier, there is approxi mately 185 coal bed
met hane wel | s.

Q Ckay, so out of 185 wells, you're seeking to
recover, if there are participants, cost with regard to one
in ten or about eighteen?

A That's correct.

Ckay. Have you provided cost information?

A Yes, | did.

Q There's an exhibit C, correct?

A There is.

Q And is that an attenpt on your part to cone
up with an average cost that could be applied to the eighteen
wel | s?

A That's what |...yes, it was.

Q Ckay, and the average cost that you' re using

inthis pooling is what?
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A $136, 003. 22.
Q Okay. And these are relatively shall ow

conpared to sone wells. W're looking at...what's the depth

her e?

A Well, the wells average approxi mtely 1652
feet.

Q And so that accounts for the cost to sone
extent?

A To sonme extent. One of the...one of the

maj or things here is there is no stinmulation to these wells.
You have...you don't have a deep production string.

Q And the stimulation can be a sixty or
seventy thousand add on?

A It is.

Q So, the reason we're | ooking for roughly
$136, 000 as opposed to sonething around or above $200,000 is
primarily stinulation and partly depth?

A It is.

Q Ckay. Then have you re...sort of recapped
in a sunmary way, the cost that you're seeking to allocate to
peopl e who m ght participate in this unit in an exhibit G
that was al so subm tted?

A. Yes, | have. The total cost that we're
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seeking to recoup in here is $2,464, 557. 96.

Q For the wells?

A Wll, that's actually the total cost.

Q Ckay. Al right. And that's conprised of
two conponents? " msorry.

A Yes, it is. Ei ghteen wells which was a cost

of $2,448,057.96, and the cost of sone of the seals was

$16, 500.

Q Ckay. Now, are there areas of this mne
that are still being m ned?

A Yes, it is. If you'll |ook due east or
right to the right of the proposed unit, you'll see one...one

| ongwal | panel that has been m ned and then a portion of the
next one. That is the existing area where Buchanan No. 1 is
m ni ng presently.

Q Ckay. And if you cone to the sout hwest of

the unit that we're proposing today---?

A Uh- huh.

Q ---and you cone over to Trace Fork. Do you
see that?

A Yes.

Q s that where the shaft is that gets into

the nmains that the mners enter the m ne?
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A Well, actually that's where the coal cones
out now.

Q Ckay.

A They have put in a new portal for the nen,
which is up on...up on the northeastern portion of the one
| ongwal | panel we've spoke to.

Q kay. So, in the mning that continues, the

men conme on the northeast of the panel that's shown as m ned,

right?
A Uh- huh.
Q But the coal is comng out near Trace Fork?
A Yes, it is.

Q And that's why you have not....if you kind
of look carefully at the map, you can see that the main from
Trace Fork actually continues unseal ed and unabated all the
way over to the area that you continue to m ne?

A Yes. That's correct.

Q Continued mning...can | assune that
continued mning requires that you nonitor pressures in the
seal ed gob areas?

A Yes, it does.

Q Ckay. And that you have enough wells in

pl ace to contain and control that pressure?
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A
Q

That's correct.

Ckay. And that's why you' ve asked for

ei ghteen wells here---?

A
Q
A
we don't flow at
Q
t hose addi ti onal
A
Q
you may produce i
A
Q
of those costs?
A
Q

tried to catal og

That's correct.

---if there's a margin of safety built in?
Well, the additional wells within there that
nost tinmes are your margi nal safety.

Ckay. So, you're going to keep sone of
wel | s avai |l abl e as a backup?

We sure...we sure do.

So, you'll keep those permts in place and

f you need to fromthose?

That's correct.

But you're not out seeking to allocate any

No.
Ckay. Wth regard to prior orders, have you

for Sandra and for the Board, for her

conveni ence and for the Board, applications and orders that

have applied to units within this sealed gob unit?

A
Q

Yes, we did as exhibit F.

Ckay. There are a nunber of units |isted

wth regard to exhibit F. The first seven listed were
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ultimately withdrawn and no order was entered, correct?

A | believe that's correct. Yes.

Q And then the bal ance, there were actually
pooling orders entered?

A Yes.

Q And it's our request that the...that any
order entered by the Board here creating this unit and
pooling this unit would then supercede these prior orders and

that they should be nentioned by nane---?

A That's correct.

Q ---to keep a clean trail here?
A Yes.

Q Ckay.

BENNY WAMPLER: Wil e you're over at that section

before you lay all of that on top of it,---.

MARK SWARTZ: (Ckay.

BENNY WAMPLER. ---go to the next page, your G 1

again, if you wll.

MARK SWARTZ: (kay.

BENNY WAMPLER:  Exhi bit G page one.

MARK SWARTZ: Ri ght .

BENNY WAMPLER: You have cost columms there, cost

per well. Under that you have for the two wells, the two gob
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wells which you stated for the record tinmes nine. But then
you got mne seals still under cost per well and it's the
sane as it is over in your sub-total

LESLIE K. ARRINGTON: It was only one cost there

that we're allocating to it.

BENNY WAMPLER:  Al'l right. I'mjust thinking if

you had sonmebody for the one well. You're actually---.

MARK SWARTZ: That's the total for the unit.

BENNY WAMPLER:  You're doing the total unit---.

LESLIE K. ARRINGTON: Total for the unit. Yes.

BENNY WAMPLER. ---is what you're adding in.

MARK SWARTZ: Actually, you could cross out the

cost---.

LESLI E K. ARRINGTON: | gotcha.

BENNY WAMPLER: | think so, yeah. Just so that we

don't have confusion that that's added to that cost per well.

Q But that $16,500 is the total sealing cost,
right, Les?

A It was.

Q Ckay. And that reflects, if you |l ook at the

west and east sides of the proposed unit where it's connected
to those...well, on the left to the BUN 1 and on the right to

the new area of mning, there's a seal in every---?
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A Entry.

Q ---entry, correct?

A Yes, there is.

Q And also in the main, in the sout hwest

corner, there's a seal and---?

A It is, yes.

Q And the total cost of that work is the
16, 5007

A Yes, it is.

BENNY WAMPLER:  Thank you for that clarification.

Q And essentially what you' ve done there is
you' ve built block walls underground?

A Ci nder block walls, yes.

Q Ckay, and you also...l'"mnot going to dig it
out, but you al so have submitted an exhibit EE, correct?

A W have.

Q And that's a list of the fol ks that you
woul d have to escrow but for the fact that they've entered
into royalty sharing or royalty splitting arrangenents that
allows themto be paid directly?

A That's correct.

Q And there's not an insignificant |ist of

fol ks that have done that?
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A That's correct.

Q Ckay, and exhibit D, which we haven't
referred to, although we've tal ked sone about | essors.
Exhibit Dis a list of the folks that you have | eases from
that you' re not seeking to pool, but that you've noticed in
terms of creating the unit?

A It is.

Q And we' ve tal ked about when it was seal ed
and when we would |ike the order to be effective?

A Correct.

Q The last thing | would ask...l nean, it's
obvi ous that you have, when we | ook at exhibit B-3, that you
have | eased the vast majority of the interest in this unit,
correct?

A Yes, we have.

Q But with regard to fol ks that you've not
been able to | ease as yet, what would the terns that you
woul d be prepared to offer that you' ve offered to other folks
inthe unit?

A Yes. Qur standard coal bed net hane | ease is
a $1 per acre per year with a five year paid up termwith a
1/8 royalty. Wthin this unit, we've | eased 99. 6006% of the

coal bed nethane interest; and 97.7164% of the oil and gas
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interest; and we're seeking to pool 0.3994% of the coa
interest; and 2.2836% of the oil and gas, coal bed net hane
i nterest.

Q And that's what either the coal clains or
oil and gas clains of the folks listed in exhibit B-3 add up
to?

A That's correct.

Q s it your opinion that the plan that's
di scl osed by the application and the exhibits is a reasonable
pl an to devel op seal ed gob gas fromthis 1973 acre unit?

A Yes, it is.

Q And based on the title work and the | easing
and the pooling application, is it your recomendation to the
Board that this plan represents a reasonable way to protect
all the owners and clainmants to nake sure that they get their
fair share of production out of this unit?

A Yes, it is.

Q That's all | have.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Did you have any questions? | know

you have a question that you want a validation that your
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lease is still in effect.

STEVEN TI CKLE: Right.

BENNY WAMPLER.  And M. Arrington has agreed to get

with you on that---.

STEVEN TI CKLE: Right.

BENNY WAMPLER: ---and do that.

STEVEN TI CKLE: Ckay. Well, | also have questions

about the anmount of escrow concerned, okay, and how we get
information on that.

BENNY WAMPLER. Ckay. Go ahead and ask your

questi on.

STEVEN TICKLE: Well, that's just it. | don't know

how to get information, okay, and haven't been able to get
any in the past. GOkay, the problemis when the origina

| ease was signed with ny father in 1981, the gentl eman that
wor ked for Consolidated that did the |ease with himwas a M.
Wods. kay, and apparently M. Wods died from cancer or
sonet hing years ago. But he led ny father to believe that he
was going to get a percentage of this royalty fromthe escrow
account and receive a nonthly check through out his lifetineg,
okay, and since none of that has happened.

BENNY WAMPLER. Do you want to address that?

LESLIE K. ARRINGTON: | just...you know, I'Ill just
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have to go to the office and check. See what the records are
and see if maybe he had done a royalty split. You know, |
don't bring that information with me, so | can't be a 100%
sure on that specific interest.

BENNY WAMPLER: Regar di ng any noney that has been

in escrow, if it's showng up in the bank, then our escrow
agent, M. WIlson, would be able to get you that information
at our Gas and G| office in Abingdon, okay?

STEVEN TICKLE: Right. 1'll have...yeah, he

explained that to ne earlier. 1'll have to go hone and get
my maps and find out where we're concerned wth.

BENNY WAMPLER.  Did you have anything further?

STEVEN TICKLE: No, sir.

LESLIE K. ARRINGTON: And as soon as we get back to

the office, we'll check on that and have soneone call M.
Ti ckl e. So, it's not---.

STEVEN TI CKLE:  Ckay.

LESLIE K ARRINGTON: That's the first |1've heard

of it.

MARK SWARTZ: |'mthinking that we're probably

tal king '91 instead of '81.
STEVEN Tl CKLE:  Oh.

MARK SWARTZ: There's no way that Ron was---.
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STEVEN TI CKLE: Yeah, you're possibly right there.

MARK SWARTZ: There's no way that Ron was out here

twenty years ago.

STEVEN TICKLE: That is correct.

MARK SWARTZ: |'mjust guessing in ternms of timng

of all of this.

STEVEN TI CKLE: Yeah, you're right. | nmade a
m stake. |'msorry.
MARK SWARTZ: | think it would be the early '90s

and possibly the |ate ' 80s.
BOB WLSON: One question,

BENNY WAMPLER: M. WIson.

M . Chai r man.

BOB WLSON: WI I you be identifying the eighteen

wells that you're going to be using in this unit for

inclusion in the Board order?

LESLI E K. ARRI NGTON: Vel |

specific. Since ther

several nore...there's several wells within that unit that

are producing and it's hard telling which wells that

you'll...you only want to keep the wells that's producing

good gas. It's hard to---.

BOB W LSON: Is that a no?

LESLI E K. ARRI NGTON: Wl |,

gi ve you sone nunbers out of the 185.

37
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nunbers. But that's the reason | didn't identify them
Because what we'll do, we'll keep shutting in the wells, you
know, as they get bad...bad wells. W'I|l keep shutting them
in. It's hard telling which well will go...not be good. At
this time, we are producing nore wells out of there then just
the eighteen...then eighteen. That's the reason | done it

t hat way.

MASON BRENT: Roughly, how many of them of 185 will

be in addition to the ei ghteen?

LESLI E K. ARRI NGTON:  Agai n- - -.

MASON BRENT: Do you have a feel for that?

LESLIE K. ARRINGTON: No, sir, | don't. And, you

know, |I'mjust going back on the other sealed areas. Wen
cone and ask for, you know, one well or two wells of panel,
we do have additional wells within those units produci hg and
it varies. At tinmes you nmay shut in because the gas is not
good. But you reqgulate that according to the pressure that's
on the mne seals. At no tinme does gas production take over
m ne safety. Al those wells are kept for that nmajor

pur pose.

BENNY WAMPLER:  Any ot her questions from nenbers of

t he Boar d?

(No audi bl e response.)
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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

approval .

BENNY WAMPLER: A notion to approve, is there a

second?

MASON BRENT: Second.

BENNY WAMPLER:  Mbtion and second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.
STEVEN TI CKLE:  No.
BENNY WAMPLER. The Board, you can't vote. Sorry.
| understand...| understand you object. But they have
approval .

STEVEN TI CKLE: Well, I'm | earning.

BENNY WAMPLER:  The pooling woul d protect your

interest. You are included in here and, you know, we don't

know about whether you had a split agreenent that woul d pay
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you.

STEVEN TI CKLE: Right.

BENNY WAMPLER: But they're supposed to check that

out for you.

Thank you very nuch.

The next itemon the agenda is a request from..a

petition from Buchanan Production Conpany for pooling of a

coal bed nmet hane unit under the CGakwood Coal bed Met hane Gas

Field | order

identified as L-37. This is docket nunber

VAEOB- 02- 03/ 19-1009. 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.

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

o > O »

Les, you're still under oath, okay?
Yes.

Who do you work for?

Consol Energy.

Did you prepare or cause to be prepared

40



© 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

under your supervision the notice of hearing, the application
and the related exhibits with regard to the pooling
application for L-37?

A Yes.

BENNY WAMPLER: Who does he work for?

MARK SWARTZ: He can't seemto deci de.

LESLIE K. ARRINGTON: No, it's Consol Energy and

CNX Gas Conpany, L.L.C. They keep nme confused on that.
BENNY WAMPLER: | couldn't resist.

MASON BRENT: That's not unique to the industry.

LESLIE K. ARRINGTON: It is. |It's beginning...it's

t ough.

BENNY WAMPLER. | ' m sorry, Mark

MARK SWARTZ: That's all right.

Q Who' s the applicant here?

A The applicant is Buchanan Production
Conpany.

Q And who is it that you' re requesting, if the

unit is pooled, be the operator?

A Consol Energy.

Q | nc. ?

A You' re about to confuse ne.
Q Consol Energy, Inc., right?
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A Yes. Yes, it is.
Q Ckay. Buchanan Production Conpany is a

Virginia CGeneral Partnership?

A Yes, it is.

Q It has two partners?

A Yes, it does.

Q And those partners are Consol Energy, Inc.

and CNX Gas Conpany, L.L.C ?

A That's correct.

Q Ckay. BPCis authorized to do business
here?

A Yes, it is.

And the person or conpany that you're

requesting to be the designated operator, Consol Energy,

Inc., is a Delaware corporation?
A Yes.
Q It is registered wwth the DMME, has a

bl anket bond on file and is authorized to do business in the
Commonweal th, is that correct?

A That's correct.

Q Some ten years or so ago, is it true that
Buchanan Production Conpany del egated the authority to

expl ore, develop and maintain its properties and assets in
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Virginia to a third party?

A That's correct.

Q | s Consol Energy, Inc. the successor to that
del egati on today?

Yes, it is.

Q And that's why you' re asking that they
be...it be the designated operator?

A That's correct.

Q Have you listed all the fol ks you' re seeking

to pool in the notice of hearing?

A That's correct.

Q And have you listed them again at exhibit B-
37?

A Yes.

Q Have you...what have you done to notify

t hese people of today's pooling hearing?

A W mailed it by certified mail/return
recei pt requested on February the 15th of 2002; and we
published in the Bluefield Daily Tel egraph on February the
22nd of 2002.

Q And are you filing proofs with the Board at
the present tine with regard to nailing and with regard to

publ i cation?
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A. Yes.

Q Do you want to add or subtract any

respondents fromthe pooling hearing today?

A No.

Q This unit that we're tal king about, is it an
GCakwood | unit?

A Yes, it is.

Q And so we're tal king about an 80 acre unit?

A Yes.

Q Coal bed net hane production from basically
t he Pocahontas |11 up?

A Yes, it is.

Q One wel |l here?

A Yes, it is.

Q Is it in the drilling w ndow?

A Yes, it is.

Q And it has been permtted as 4585, correct?

A That's correct.

Q What's the estimate that you' ve provided to
the Board with regard to the cost of this well?

A $196,608.29. It was drilled to a total

depth of 2,325 feet. It was drilled on June the 12th of

2000.
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Q And the interest that you have obtai ned and
are seeking to pool here are set forth on exhibit A, page

two, correct?

A Yes, it is.
Q Coul d you summari ze that for the Board?
A Yes. We're seeking to pool 0.00195% of the

coal, oil and gas interest beneath this unit. W have 100%
of the coal |eased below the unit.

Q In terms of clainms or interest in CBM
you' ve got 99.99805% of both the coal owners and oil and gas

owners | eased?

A That's correct.

Q There is no escrow required?

A No, there isn't.

Q Is it your opinion that the plan of

devel opnent that's disclosed by the application and the
related exhibits is a reasonable plan to devel op coal bed
met hane froma frac well producing fromunit L-37?

A Yes, it is.

Q And by way of the | eases that you' ve entered
into with, you know, 99% plus of the fol ks here and pooling
the remai ning percentage of the folks in this unit, is it

your opinion that the devel opnent plan will concurrently
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protect the correlative rights of all clainmnts and owners?

A Yes, it does.

Q For the folks that you' ve | eased and for the
fol ks that you have not been able to | ease, what would be the
| ease terns that you would offer?

A For a coal bed net hane | ease, our standard
| ease is $1 per acre per year with a five year paid up term
with a one-eighth royalty.

MARK SWARTZ: That's all | have, M. Chairnan.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

KEN M TCHELL: Two questions, M. Chairnman

BENNY WAMPLER: Yes, M. Mtchell.

KEN M TCHELL: Just for ne personally. [|'m not

sure that's it a great matter here. But under the drilling
depth, you show 2295 feet of drilling and that was based at
$14.75 a foot. Then you show 23 foot of 15 inch drilling at
$26 a foot.

LESLIE K. ARRINGTON: Surface...there's just a

conductor...short conductor drilled down and set.

KEN M TCHELL: GCkay. And so that...so that's the

di f ference there.

LESLIE K. ARRINGTON: Just a bit different, yes.
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KEN M TCHELL: Okay. And also in the right, it

said the well was drilled in June, but did not produce until
Cctober. \VWhat...can you explain the four nonth tinme frane?

LESLI E K. ARRI NGTON: Yeah. W're...at tines we're

kind of slow at getting themfromdrilled to production.

KEN M TCHELL: Okay. GCkay, | didn't know if they

just---.

LESLI E K. ARRI NGTON:  No.

KEN M TCHELL: ---took four nmonths to drill it or

drilled it and---.

LESLIE K ARRINGTON: W get it drilled and then it

sets there for stinulation and pi peline.

KEN M TCHELL: Ckay.

LESLIE K ARRINGTON: And at tines it does take us

a while to get there.

KEN M TCHELL: Ckay.

BENNY WAMPLER:  Any ot her questions from nenbers of

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

BENNY WAMPLER: Do you have anything further, M.

Swartz?
MARK SWARTZ: No.

BENNY WAMPLER: Is there a notion?
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KEN M TCHELL: M. Chairman, | nmake a notion for

approval of the pooling.

BENNY WAMPLER: s there a second?

MAX LEW S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

MARK SWARTZ: Just so there's no confusion, they

actually...l"mnot sure you understand. They sat on this
well for a year and a hal f.

LESLI E K. ARRINGTON:  And at tinmes---.

MARK SWARTZ: Not four nonths.

KEN M TCHELL: Oh, |'m sorry.

MARK SWARTZ: (Okay. | just wanted to...you know,

it was areally long tine. And that's not usual that we get
these...we have drilling commtnents that we have to honor
even though we may not have a gathering system a pipeline to
them So, to preserve our lease, we'll drill it, pay del ay
rentals or honor the lease terns to nmake sure that we keep
that | ease alive by drilling...l nean, there's all sorts of
things that drive the programthat nmay not be on your screen.
But this...l didn't want you to think it was four nonths.
It was a year and a hal f.

LESLI E K. ARRINGTON:  And at tinmes---.
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KEN M TCHELL: A year and a hal f.

MARK SWARTZ: O nore because we're, you know. ..

it's 2002.
LESLI E K. ARRINGTON: Yeah. If you recall back

was it last year or sone tine, we canme with several...we cane
in wth several units because we had finally laid pipeline
nmor e begi nning of the nonth.

MASON BRENT: As | recall, there was a spike in the

mar ket at the tine.

LESLI E K. ARRI NGTON: | believe that could have had

sonet hi ng- - -.

MARK SWARTZ: Well, you could specul ate that that

was driving it. But | just wanted to nmake sure...because you
said four nonths and that kind of took ne aback.

BENNY WAMPLER. | had a notion and a 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.  (pposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval
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1 The next itemon the agenda is a petition from

2 Buchanan Production Conpany for pooling of a coal bed net hane
3 unit under the Mddle R dge | Coal bed Met hane Gas Field order
4 identified as AY-99. This is docket nunber VGOB-02-03/19-

5 1011. We'd ask the parties that wish to address the Board in
6 this matter to cone forward at this tine.

7 MARK SWARTZ: Mark Swartz and Les Arrington.

8 BENNY WAMPLER: We have sone other fol ks that are
9 going to cone up and join you. Gve hima copy, if you

10 would. If you will, state your nane for the record, please.
11 TERRY SANDERS:. Terry Sanders.

12 BENNY WAMPLER:  You may proceed.

13

14 LESLI E K. ARRI NGTON

15 DI RECT EXAM NATI ON

16 QUESTI ONS BY MR SWARTZ:

17 Q Les, I"'mjust going to remnd you you're

18 still under oath?

19 A Yes.

20 Q | want to take another stab at who you work
21 for.

22 A Consol Energy and CNX Gas Conpany, L.L.C.
23 Q This is a pooling application?

24
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A Yes, it is.

Q And this one is in the Mddle R dge |?

A It is.

Q Who's the applicant?

A Buchanan Producti on Conpany.

Q And Buchanan Production Conpany is a
Virginia General Partnership, is that right?

A Yes, it is.

Q It has two partners who are Consol Energy,

Inc. and CNX Gas Conpany, L.L.C, is that correct?

A That's correct.

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

A Yes, it is.

Q Who is Buchanan...the applicant requesting
be appoi nted as designated operator if this application is
approved?

A Consol Energy.

Q Back in the early 1990s, did Buchanan
Production Conpany del egate to a third party the authority to
expl ore, develop and maintain its properties and assets in
Buchanan County?

A. Yes, it did.
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Q And has that delegation ultimately found its
way into the hands of Consol Energy, Inc.?

A Yes, it has.

Q And that's why you're seeking that Conso
Energy, Inc. be appointed the operator?

A That's correct.

Q | s Consol Energy, Inc. a Delaware
corporation?

A Yes.

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

A Yes, it does.

Q Ckay. Have you listed the folks that you're
seeking to pool in both the notice of hearing on the first
page, again, in exhibit B-3?

A Yes, we have.

Q Ckay. Do you want to add or subtract any
people fromthat |ist?

A No.

Q And what did you do to let this people
know. ..t he people that you' re seeking to pool that we're

going to have a hearing today?

52



© 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 It was mailed by certified mail/return
recei pt requested on February the 15th of 2002. It was
published in the Bluefield Daily Tel egraph on February the
23rd of 2002.

Q And have you filed proofs with regard to
mai | i ng and publication today with the Board?

A Yes, we have.

Q This unit...strike that. You don't want to
add or dism ss any respondents today?

A No.

Q Ckay. This unit is a...a mddle R dge unit
is alittle different acreage than what we've dealing with

today and the plat reports the acreage, right?

A At 58.78 acres.

Q Ckay. And we're tal king about how nmany
wel | s?

A One.

Q And is it in or outside the drilling w ndow?

A It would be in.

Q Ckay, now this well is not permtted yet?

A | believe it is permtted. It just has
been.

Q It just has been, okay.
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A | believe.

Q But it certainly hasn't been drilled?

A No.

Q Have you provided the Board with an estimte
with regard to drilling costs?

A Yes, | have. The estimated cost is

$208, 426.11, to be drilled to a total depth of 2650 feet.
BENNY WAMPLER:  Repeat the total depth.

A 2650 feet. | believe you'll notice it's not

on the bottom of the well cost.

Q But if you add the drilling, that's how you
get that?

A Yes, it is.

Q The...this well would be a frac well to

produce coal bed net hane, right?

A Yes, it wll.

Q And i f the Jawbone is bel ow drainage, it
woul d be fromthe Jawbone on down?

A Yes, it wll be.

Q The. .. have you |l eased all of the tracts
except tract...have you |l eased a 100% of the folks in all of
the tracts except for Tract 3?

A. That's correct.
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Q Ckay. And in Tract 3, you have obtained a
nunber of | eases, have you not?

A Yes, we have.

Q But there are four people in that famly
t hat you have not been able to | ease?

A That's correct.

Q Ckay. In Tract 3, you have obtained | eases

from it looks like, eighteen of the famly nenbers, correct?

A | believe so.

Q And you have not |eased four of the famly
menber s?

A Correct.

Q The interest of the famly that you' ve

| eased as opposed to the interest in the unit is what
per cent age?

A 84...84.524%

Q Ckay. And the interest of the famly that
collectively owns tract...the surface and other interest in
Tract 3 that is unleased is what percentage?

A 15. 476.

Q Ckay. And let's go to exhibit A page two
to see what you...what is | eased and unleased in the unit in

its entirety.
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A Yes. Wthin that 58 acre unit, we have 100%
of the coal interest, coal bed nethane interest |eased and we
have 85.5768% of the oil and gas interest |leased. W're
seeking to pool 14.4232% of the oil and gas interest.

Q Ckay. You don't need to pool the coa

interest at all?

A No.
Q Okay. |Is escrow...would escrow be required
here?
Yes, it wll.
And have you provided an exhibit in that
regard?
A Yes, we have.
Q And that would be exhibit E?
A Yes.
Q And the tracts...or tract that we were

t al ki ng about would be only Tract 3?

A Correct.

Q And there's a conflict there between
Harrison Watt and the oil and gas fee?

A Yes, it...yes, it is.

Q Ckay. Is it your opinion that the plan of

devel opnent in this Mddle Ridge frac unit that's disclosed
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by the application and the exhibits is a reasonable plan to
devel op coal bed net hane under this unit?

A Yes, it is.

Q And have you, either by |easing people or by
filing this pooling application, sought to protect the
correlative rights of all owners and claimnts to the coal bed
nmet hane that you propose to produce?

A Yes, we have.

Q Ckay. And woul d you then recomrend this..
approval of this application to the Board?

A Yes, we woul d.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. M. Sanders, did you have any

questions?

TERRY SANDERS:. Yes, | sure do. M concern is the

cenetery. The way the road is going by the cenetery, it's
going right beside of it. I'mtalking like within two to

three feet of the fence. |[|'ve asked themto sit that over
twelve feet or nore. | have no nore response fromthem |

was supposed to have got e-nmailed. | got nothing.
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BENNY WAMPLER. Let ne just stop you. Now, as |

understand the well permt was just issued, is that correct?

BOB WLSON: Yes.

BENNY WAMPLER. Did you have an...did you object to

the i ssuance of the well permt?

al ong. .. |

MARK SWARTZ: A cenetery is not in this unit.

TERRY SANDERS: | didn't speak to none of them

BENNY WAMPLER:  The cenetery is not in the unit?

MARK SWARTZ: Ri ght .

BENNY WAMPLER:  Ckay.

LESLI E K. ARRI NGTON: But it would have been

t hi nk where Benny is comng from the cenetery

woul d be along the access road. |Is that where you're---?

BENNY WAMPLER:  Yes.

LESLIE K. ARRINGTON: It was.

BENNY WAMPLER: That's where he's tal king---.

LESLI E K. ARRI NGTON: We have...l think he has been

talking to Jerry Boothe. |Is that not right, Terry?

TERRY SANDERS: Yes. That's correct.

LESLI E K. ARRI NGTON: Ckay. And have you...was

it...were you not supposed to neet himout in the field?

TERRY SANDERS:. No, no neeting nowheres.

LESLI E K. ARRI NGTON: There wasn't one schedul ed
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back i n Decenber?
TERRY SANDERS: That was back in Decenber. He said

he wanted to go over it and walk over it wth nme, yes. But
when it come up toit, | told himthat it would not do no
good.

LESLIE K. ARRINGTON: Ckay. So, there wasn't---7?

TERRY SANDERS: No. He would not get nme a specific

reason that he would npbve the road over

LESLIE K. ARRINGTON: Right. But | understand

there was a neeting or...at |least that neeting and maybe
anot her one that wasn't---.

TERRY SANDERS: Not none others that | know of.

LESLI E K. ARRI NGTON: Ckay. You know, we'll

certainly arrange to get sonething out there and | ook at
that. | don't have a problemw th doing that.

BENNY WAMPLER:  Ckay.

TERRY SANDERS:. (kay, and another thing, too. The

way they're bringing the gas out fromthe back to the back is
across this tract. That's how a tract got out unless they
fold and go anot her way.
MAX LEWS: Are you talking about the pipeline?
TERRY SANDERS: Pipelines and all. They have got

cross Lee Martin. | have asked for royalty on that. That's
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what |'masking for is just royalty. |I'mnot wanting to

| ease ny land out for what they want. |If | let them have
royalty, then they' ve got the access to get in there. That's
fine. But |'ve also found out too, and it don't state in ny
papers nowheres, they pay $2500 per well site, a $1 per foot
for line being laid, that's not...l don't have no information
onit. I'dlike for that to be brought up.

BENNY WAMPLER:  You' re naki ng those statenents for

the record. Let ne tell you, this Board has no jurisdiction
over those kinds of issues that you're bringing up.
That's...that's---.

TERRY SANDERS:. (kay, can you explain to ne...can

you explain to ne what they do do then?

BENNY WAMPLER. | don't know. [It's private

agreenents that they nmake with individuals about damages and
certainly, I"'msure they talked to you about that. Those are
private agreenents that they make with individuals dependi ng
upon whether they're putting a pipeline or power |ines or
what ever they've putting in over property. | would guess
that they probably have sone standardization to it. But also
they would...it would vary, | would inmagi ne, dependi ng upon
where they're crossing and whether or not they're cutting

good tinber or what they're doing.
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TERRY SANDERS: Right.

BENNY WAMPLER:  That's beyond our jurisdiction,

under st and t hat.

TERRY SANDERS: |If they go the route they're saying

they're going the tinber is not a whole lot there to get in.
But the road to where they've got to nmake a right turn on to
go to the other tract, there's a few tinbers through there.
But they've got to also cut | ower because if they don't,
they're going to be on Lee again because the line runs right
t hrough there. So, that far...they can drop down fromt hat
part there and cone in the | ower part and push the road right
up...right under the cenetery and nake a good one and there's
not nmuch there to go through. But | can understand, they're
wanting to follow the road because it's a easier route. MW
concern is them heavy nachineries. They're not pushing no
350 John Deere's through there. | nean, we're tal king about
twelve, fifteen foot bl ades on these jokers, four and five
ton buckets. A lot of vibration cones fromthem
ground...fromthem equi pnents. You get close to the
cenetery, you don't know if a tonbstone is going to fal
over. You don't know if a vibration is cause the graves to
coll apse. There's a lot of issues there.

BENNY WAMPLER.  Well, | think he has agreed to neet
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with you and talk with...discuss possible relocation of the
road. The place to...the best place to interact on those
kinds of things is in the permtting process with M. WIson.
When applying for a permt, you get notice of that
application if it's comng on your property. That's the best
place to interact with that.

TERRY SANDERS: Ckay.

BENNY WAMPLER: I n the future...just so you know in

the future. |If you have property that's being disturbed in
any formor fashion, you get involved with the permtting
process right up front. |[If you object to whatever happens
there, M. WIlson ultimately nake a deci sion on that unless
the two parties agree, then it does cone before the Board.
But it has to go through that process first.

TERRY SANDERS: | don't quite understand that. [|'m

| ost there now.

BENNY WAMPLER.  Well, |I'mjust tal king about if you
have | and---.

TERRY SANDERS: Right.

BENNY WAMPLER:  ---that has a di sturbance
pr oposed- - -.

TERRY SANDERS: Right.

BENNY WAMPLER. ---by a permt, that the proper
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venue to deal wth that is through M. Wlson's office. He's
the gas and oil inspector for the Comonweal th of Virginia.
The Board hears---.

TERRY SANDERS: Ckay.

BENNY WAMPLER: - --appeal s of his decisions. But

we can't...we can't deal wth things that are outside of our
jurisdiction. It's outside the jurisdiction of the |aw and
regul ati on when you' re tal ki ng about private agreenents for
damages and et cetera.

TERRY SANDERS:. (kay. Then what about the royalty

then? Does that...where does that stand at?

BENNY WAMPLER: The only royalty we deal with is

royalty that's subject to pooling, you know. And they
are...| believe you're included in the---.

MARK SWARTZ: R ght. He's got a---.

BENNY WAMPLER: - --pooling application.

MARK SWARTZ: He's got a 1.1095 interest in this

unit.

TERRY SANDERS: Yes.

BENNY WAMPLER:  Now, that nobney goes in to an

escrow account, you know, once this application is approved.
| f the Board approves it here today, it wll go to the

escrow agent appoi nted by our Board. You'll be able to track
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that noney in that. |If there's...you can get it out in one
of...at |least one of two ways. That is conme to an agreenent
with the other parties as to the split of the nobney or go to
court and get a resolution on who owns the gas.

TERRY SANDERS:. GOkay. Wiy is the noney going to

escrow to start with?

BENNY WAMPLER: They have to escrow peopl e t hat

will not voluntarily | ease with them

TERRY SANDERS: Well, what about the ones that have

si gned?

MARK SWARTZ: Well, no, there's a coal conflict.

TERRY SANDERS: \What about the ones that have

signed? Their noney is going to royalty too on this part
into escrow.

MARK SWARTZ: There's a coal conflict.

BENNY WAMPLER: There's conflict with the coal

owners as to who owns the gas. That's what | was tal king
about go to court and have the court determ ne who owned the
gas- - -.

TERRY SANDERS:. (Ckay. They're trying to---.

BENNY WAMPLER: ---the coal conpany or the gas

conpany.
TERRY SANDERS: Right. They’re just trying to
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determ ne who owns the gas, the coal man or us, right?

BENNY WAMPLER:  No. They're just pool...the escrow

provision allows themto not have to nake that determ nation,
but pool the noney until that determnation is nade or until
such tinme as the parties agree.

TERRY SANDERS: (kay, give ne the reason why that

could be legal rights.

BENNY WAMPLER:  Way what coul d be---7?

TERRY SANDERS: Wiy woul d that be legal? | nean,

that don't sound right.

BENNY WAMPLER: That was a provision that's in the

Virginia |l aw to encourage devel opnent of the coal bed net hane.

TERRY SANDERS: Okay. And | was told that if this

coal conpany, which is the Watts, if he...if we would split
our part with himb50/50, that it would not go into escrow.
He woul d get 50% of it and we'd get 50% of it. |Is that
correct?

BENNY WAMPLER:  Any ki nd of any agreenent |ike that

that can be made with the coal owner and the gas owners---.

TERRY SANDERS: Right.

BENNY WAMPLER: ---it would not go into escrow

TERRY SANDERS: Well, if it turned out he was the

| egal owner of the gas, why would he sign his rights away? |
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mean, he knows he's the owner of the coal, right?

BENNY WAMPLER: | don't know anythi ng about it. |

mean, |...based on the records here, that's what it's
show ng, yes.

TERRY SANDERS: Well, he's the owner of the coal.

That's what ny papers says. He should know if he's the owner
of the gas, which I have found out a little bit different
about that. But we'll (inaudible) later.

BENNY WAMPLER: Well, that's the conflict. It's

not resolved for the Commonweal th as a whol e, okay.

TERRY SANDERS: R ght. W'IIl carry that---.

BENNY WAMPLER:  There have been Suprene Court

decisions in sone states determ ning who that owner is.

TERRY SANDERS: Ckay.

BENNY WAMPLER:  But not in Virginia.

TERRY SANDERS: R ght. [|f they buy coal rights out

wthin so many years, is there alimt on that?

BENNY WVAMPLER:  |'m not sure | understand the
questi on.

TERRY SANDERS:. kay, if say, for instance, he
bought out the...leased out the coal rights, not buy them

out, leased themout, can they be a limt on that of how many

years can be set?
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BENNY WAMPLER: | think that's all...you' re talking

private agreenments, you know, that an individual can
determne |ike you could if you owned it.

TERRY SANDERS: Right.

BENNY WAMPLER: | f you own it, you can...you can

make t hose determ nati ons.

TERRY SANDERS: Okay. Then I'mgoing to have to go

hi gher than what | am here to get |egal things done?

BENNY WAMPLER:  You' d have an avenue of going to

court if you couldn't conme to an agreenent with the coa

owner .
TERRY SANDERS:. Ckay. That's---.
BENNY WAMPLER: And that would be to get a renedy
of who owns the gas. | assune that's what you're tal king
about .

TERRY SANDERS: R ght. Yes.

BENNY WAMPLER: Yes. This Board does not make that

det er m nati on.

TERRY SANDERS: Ckay.

BENNY WAMPLER:  The provision in the Virginia | aw

allows this noney to be placed in escrow to protect your
interest until that determ nation was made or until there's

an agreenent of parties. Does that help you sone?
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TERRY SANDERS: Sone, but not what | want to hear.

BENNY WAMPLER: | under st and. | under st and.

MARK SWARTZ: Well, Landon Watt has denonstrated

that he will pretty nuch agree to 50/50 wth all conmers. You
could cut a deal with himprobably tonorrow if you wanted to.

| mean, he has been here all the tinme getting noney out of
escrow. Beyond that, you know, it's | guess litigation...]I
mean, he's also in litigation with sone other people. But,
you know, he's over here regularly settling clains.

TERRY SANDERS:. Well, that's what I'mnot going to

do. I'mnot going to cut no deal with him

MARK SWARTZ: Well, | understand. So then your

alternative is court, which is what M. Wanpl er was tal ki ng
about .

BENNY WAMPLER: Yes. That's the reason | said

t hat .

MARK SWARTZ: Which is a title issue. | mean,

you've got to litigate your deed versus his and see who. .. see
who the court thinks owns the coal.

TERRY SANDERS: Okay. Then | need to contact Don

Johnson back again. Al right.
BENNY WAMPLER.  Wel |, | hope that hel ps, you know,

at least for you to understand the---.
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TERRY SANDERS: Not really. Honest, no, it

doesn't. | nean, |I...to ne, | don't understand what this is
for really then. | nean, you know, it was supposed to been
to hear ne and what |'ve got to say is nothing concerned to
the Board. So, why call the Board?

BENNY WAMPLER.  Wel |, to make sure that you're

properly pooled. That you're the individual that needs to be
in the pooling---.

TERRY SANDERS: Right.

BENNY WAMPLER: ---and to insure that the record is

proper and correct.

TERRY SANDERS: But you....if you don't get the

signature, | nean, what good is that?

BENNY WAMPLER: | f you don't get what?

TERRY SANDERS: |If you don't get ny signature or

the others, what good is that?

BENNY WAMPLER:  Well, it is a provision in |aw that

allows the pooling to occur and for the drilling activity and
production to go forward.

TERRY SANDERS: How about . ..what about the | and

t hen?

BENNY WAMPLER.  Well, on the land, that's...you're

t al ki ng about---.
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TERRY SANDERS:. | nean, see, |'mtalking about the

top surface now.

BENNY WAMPLER: Right. On the surface, that's

under the permtting provision. That's what | was trying to
explain to you earlier

TERRY SANDERS: Ckay.

BENNY WAMPLER: | f they're disturb...have any

surface disturbance, there's a Virginia | aw and regul ati on
that deals with that and it's specific as to the surface
owner's rights to objections, okay? It's specific in there.
M. WIson can go over that with you. But any tinme they're
permtting any disturbance on your |and, then you will have

an avenue through the permtting process to interact with

t hat .

TERRY SANDERS: Well, how are they going to dril
the wells then? | nmean, there's a portion that is going to
be m ne.

MARK SWARTZ: Get a permt.

BENNY WAMPLER: They get a permt. They get a

permt through M. WIlson. You're noticed if you are a | and
owner. You get a notice that they've applied. Wen you get
that notice, you' ve got a certain nunber of days that you can

file an objection to that. You can go to the office---.
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TERRY SANDERS: (Okay. Now, | understand. Right.

BENNY WAMPLER: ---and | ook at what they're

proposing. He or his staff will discuss with you what the
proposal is. You'll have an avenue there to interact with
the permt application, okay.

TERRY SANDERS: Right. GCkay, now | understand.

BENNY WAMPLER:  Now, that is for the permt.

TERRY SANDERS: Yes.

BENNY WAMPLER. And this Board is dealing with only

obj ections fromhis decision---.

TERRY SANDERS: Right.

BENNY WAMPLER: ---and the pooling issues that

we' re tal king about.

TERRY SANDERS:. So, in other words, they can't do a

thing until | get that papers.

MARK SWARTZ: The permt has al ready been issued.

BENNY WAMPLER. This permt for this |land has been

i ssued.

TERRY SANDERS: Where is it at inny part? |1've

not got one.

LESLIE K. ARRINGTON: |'ll have to go back and

check. | did not bring ny well file with ne to be able to

see whet her you received that copy or what the proper issues
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were on---.

TERRY SANDERS: No, the only thing I've got is the

| ease papers---.

LESLI E K. ARRI NGTON: Ri ght.

TERRY SANDERS: ---when it first started out and
then this summons papers. |'ve got them
LESLI E K. ARRI NGTON: "Il have to | ook back. [

didn't bring that with ne, the well file itself.

TERRY SANDERS: Ckay.

BENNY WAMPLER: But if they're crossing your..

di sturbing your property for this permt that we're talking
about havi ng been issued here, then they had an obligation to
notice you and you have a right to object.

TERRY SANDERS: Ckay.

BENNY WAMPLER:  Anyt hi ng further?

(No audi bl e response.)

BENNY WAMPLER:  Any ot her questions from nenbers of

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

BENNY WAMPLER: Do you have anything further, M.

Swartz?
MARK SWARTZ: No.

BENNY WAMPLER: Is there a notion?
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MASON BRENT: M. Chairman, |1'd nove that we grant

t he application.

KEN M TCHELL: | second.

BENNY WAMPLER:  Mbtion and second. Any further

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

BENNY WAMPLER:  Al'l 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. Thank you very

much. The next itemon the agenda is a petition from
Equi t abl e Producti on Conpany for pooling of a conventi onal
gas well identified as V-502526, docket nunber VGOB-02-03/19-
1012. Wile they cone up and get ready, we'll take a five

m nut e recess.

(Recess.)
BENNY WAMPLER: | 've already called the agenda
item The record will show there are no others. You may

j ust announce who you are and proceed.
JIMKISER M. Chairman and nenbers of the Board,

Ji m Ki ser on behal f of Equitable Production Conpany. CQur
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witness in this matter will be M. Don Hall. W'd ask that
he be sworn at this tine.

(Don Hall is duly sworn.)

JIMKISER |If you'll...during the break, | passed
out a revised exhibit B, which we'll get to in a mnute,
which reflects the current status of the | eased status of the

interest within the unit.

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 KI SER

Q M. Hall, if you' d state your name 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 do your responsibilities include the

land involved in this unit and in the surroundi ng area?

A Yes.
Q And you're famliar with Equitable's
application for the establishnent of a drilling unit and the

seeking of a pooling order for EPC well nunber V-502526---7?
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A Yes.

Q ---which was dated February the 15th, 2002?
A Yes.

Q Does Equitable own drilling rights in the

unit invol ved here?

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 a voluntary | ease agreenent with each of the
interest owners within the unit?

A They were.

Q Ckay, now at the tine of the filing of the
application, what was the | eased interest of Equitable within
the unit?

A At the tinme of the filing of the
application, it was 89.87%

Q Ckay, now subsequent to the filing of the
application, you' ve continued to attenpt to reach an
agreenent with the unl eased respondents in the original
exhibit Bto the application, that being Cecil Robinette and
the Cema Cor poration?

A That's correct.

Q And since that tinme, as reflected in the
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revi sed exhibit B, which has been passed out to the Board,
you were able to obtain a voluntary oil and gas | ease from
the Cema Corporation?

A That's correct.

Q Ckay, so all the unleased parties are set
out in our revised exhibit B, and that would be Cecil and
Char | ene Robinette, which is Tract 57

A Yes.

Q Ckay, so now as of the tinme of the hearing,
what woul d be the percentage of the unit under | ease and what
woul d be the percentage of the unit that remains unl eased?

A We have 95.27% of the unit |eased, which
| eaves 4. 73% unl eased.

Q Ckay. And we've been able to identify
everybody within the unit? There aren't any unknown parties?

A No.

Q Ckay. In your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in exhibit B?

Yes.

Q Now, are the addresses...excused ne, revised

exhibit B. Now, are the addresses set out in revised exhibit

Bto the application the | ast known addresses for the
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respondent s?
A Yes.
Q Are you requesting this Board to force poo

all unleased interest as listed at revised exhibit B?

A Yes.
Q Are you famliar with the fair market val ue
of ...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 A $5 bonus, a five year termand 1/8
royalty.

Q And did you gain your famliarity by

acquiring oil and gas | eases, coal bed nethane gas | eases and
ot her agreenents involving the transfer of drilling rights in
the unit involved here and in the surrounding area?

A Yes.

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

A They do.
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Q Ckay. Now, based on the one respondent who
has not voluntarily agreed to | ease, do you recommend that he
be allowed the followi ng options with respect to their
ownership interest within the unit. One, participation; two,
a cash bonus of $5 per net mineral 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
excl usive 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 - A 300% of the share of such
cost applicable to the interest of a carried operator of a
| eased tract or portion thereof; or B) 200% of the share of
such cost applicable to the interest of the carried operator
of an unl eased tract or portion thereof?

A Yes.

Q Do you recommend the order provide that
el ections by respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a

Avenue, Charleston, West Virginia 25328, Attention: Ml anie
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Freeman, Regul atory?

A Yes.

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

A It shoul d.

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

A Yes.

Q Shoul d unl eased respondents be gi ven 30 days
fromthe date the order is executed to file their witten
el ections?

A Yes.

Q And i f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of 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
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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 such costs, then their election to
participate shall be treated as havi ng been 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 that respondent be paid within 60 days after the
| ast date on which such respondent coul d have paid or made
sati sfactory arrangenents for the paynent of those costs?

A Yes.

Q This a conventional well. So, we don't have
a conflicting claimant situation. W don't have any unknown
or unlocateable interest owners within the unit. So, in this
particul ar case, the Board does not need to establish an
escrow account, is that correct?

A That's correct.

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

A

Q
wel | 2

A

Q

force pooling of

Equi t abl e Producti on Conpany.

And what is the total depth of this proposed

5363 feet.
Okay. And is the applicant requesting the

conventional gas reserves not only to

i ncl ude any designated formations in the permt application,

but any other formations excluding coal fornmations which may

lie between those formations designated fromthe surface to

the total depth drilled?

A

Q
unit?

A

Q
for the proposed

A

Q
submtted to the

A
Q

Yes.

VWhat are the estimted reserves for this

600, 000, 000.

Now, are you famliar with the well costs
wel | under the plan of devel opnent?

Yes.

And was an AFE revi ewed, signed and

Board as exhibit Cto the application?

It was.

And was this AFE prepared by an engi neering

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

A Yes.

Q I n your professional opinion, does the AFE
as submtted represent a reasonable estimate under the plan
of devel opnent ?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and the conpleted well costs for 5025267

A The dry hole costs are $152,830. The
conpleted well costs is $277, 601.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

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

A Yes.

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 Yes.

JIMKISER Nothing further of this witness at this

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

Boar d?
(No audi bl e response.)

KEN M TCHELL: Just a procedural question, M.

Chai r man.

BENNY WVAMPLER® M. Mtchell.

KEN M TCHELL: WIIl we need an affidavit of due

diligence? The reason | say that is under item nunber...
Tract #5 on your exhibit B was the unl eased one. Maybe |I'm
wrong. Maybe there shoul d have been sone designation that
you all contacted him

JIMKISER OCh, we took testinony from M. Hal
t hat he did.

KEN M TCHELL: Ckay. Just nornally, we receive an

affidavit of due diligence show ng...show ng that you' ve
mai | ed out...you know, showi ng the receipts fromthe post
office that you---.

JIMKISER Ch, you're tal king about an affidavit
of mailing. Yeah, that should be in your file.

KEN M TCHELL: | don't see it. Maybe I'm..maybe

I"'mmssing it or---.
JIMKISER Are you tal king about...to make sure

they received a copy of the pooling order...pooling
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copi es of

in there.

file here,

KEN M TCHELL: Yes, sir. The one where you make

t he actual post office receipt.
JIMKISER Right. 1've got themright here.

BENNY WAMPLER: We didn't have themin the file.

JIM KI SER Huh?
SHARON PI GEON:  They're not here.

KEN M TCHELL: There's none in here...there's none

JIMKISER They're not in the file?
BENNY WAMPLER. W do not have them

KEN M TCHELL: No, sir.

BOB WLSON: W do have one in the file, the office

whi ch we received on March the 13th.

BENNY WAMPLER: Wl |, that satisfies what he's

| ooki ng for.

l ook at it.

JIMKISER |'ve got ny copy here if you'd like to

Then |'ve got the return green cards here.

KEN M TCHELL: Could | see that?

JIM KI SER Sure.
(Ken Mtchell reviews the proofs of mailings.)

JIMKISER Since it's a conventional and you're

actually not only pooling any unl eased interest but you're
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actually establishing the unit, we do notice everybody

whet her they're | eased or unleased, not just the unleased
people like we do on a CBMwell. That would be an affidavit
of mailing. The affidavit of due diligence, | don't think
the statute or regul ations---.

BENNY WAMPLER.  Wel |, you did a due diligence by

testi nony.
JIMKI SER Right. By testinony, right.
BENNY WAMPLER:  But he had a very good question

there on...you know.
JIMKISER Right. Since it wasn't in your files.
BENNY WAMPLER: It wasn't in our files. W didn't

have it.
JIMKISER  But you do have it.
BOB WLSON: Yes. As | say, we received it on

March the 13th, which was last year. So, this was well after
the mailing.

JIMKISER  So, for whatever reason, it didn't nake
inthe file.

BOB W LSON: Yeah. Which is not unusual that we

woul d get after the mailing.
JIMKISER Wll, we're required to file it with

you a week before the hearings.

85



© 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

BOB W LSON: Correct.

BENNY WAMPLER:  Any ot her questions from nenbers of

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

BENNY WAMPLER: Is there a notion?

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

BENNY WAMPLER: Mbtion to approve. |s there a
second?

KEN M TCHELL: Second.

BENNY WAMPLER:  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. The next item

on the agenda is a petition from Equitable Production Conpany
for a well |ocation exception for proposed well V-502673.
This is docket nunber VGOB-02-03/19-1013. We'd ask the
parties that wish to address the Board in this matter to cone

forward at this tine.
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JIMKISER  Again, M. Chairman and nenbers of the
Board, JimKiser on behalf of Equitable Production Conpany.

Qur witness again will be M. Hall

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you' d again 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 Landnan.

Q And do your responsibilities again include
the land involved for this unit and in the surroundi ng area?

A Yes, they do.

Q And you're famliar with the application
that we filed seeking a |ocation exception for well V-502673?

A Yes, sir.

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

A They have.

Q And that would be Penn Virginia Gl and Gas
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and Penn Virginia Coal ?

A Correct. Penn Virginia Operating Conpany.

Q Penn Virginia Operating. Yeah, they've
changed their name, too. Wuld you indicate for the Board
the ownership of the oil and gas underlying the unit for well
V- 5026737

A Penn Virginia owns a 100%

Okay. Does Equitable have the right to

operate to reciprocal wells which we are seeking the

exception, that being 147 and 1207?

A Yes, we do.

Q And are there any correlative rights issues?
A No.

Q Ckay, M. Hall, we don't have a exhibit

prepared for this particul ar hearing because we're going to
use the plat that we submtted with the application as such.
So, using that plat and discussing the reciprocal...the two
reci procal wells, could you explain for the Board why we are
seeking this | ocation exception?
A This location for this well was chosen by

Penn Virginia. This is where they wanted us to drill it so
as not to inpact their mning operations.

Q And they're the royalty owner in the units
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for the reciprocal wells?

A That's correct.

Q In the event this |ocation exception were
not granted, would you project the estimated to reserves
resulting in waste?

A 400, 000, 000 cubic feet.

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

A 5389 feet.

Q Are we requesting that this |ocation
exception covering conventional gas reserves to include
designated formations as noted in the permt application from
the surface to the total depth drilled?

A Yes.

Q I n your opinion, would the granting of this
| ocati on exception be in the best interest of preventing
waste, protecting correlative rights and maxi m zi ng the
recovery of gas reserves underlying the unit for V-502673?

A It woul d.

Q Not hing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d.
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MASON BRENT: Did you not include an AFE for this

wel | ?
JIMKISER W don't on |ocation exception
appl i cations.

MASON BRENT: Wy not ?

JIM KISER  Because the purpose of the AFE is to
provide information to the unleased parties to nake a
deci sion as to whether or not they want to participate. In
this particular case, we're not force pooling anybody.

BENNY WAMPLER. Al the gas and surface is owned by

ei ther Penn Virginia Operating Conpany or Penn Virginia Q|
and Gas Cor poration?

MR. HALL: That's correct.

KEN M TCHELL: M. Chairman.

BENNY WVAMPLER® M. Mtchell.

KEN M TCHELL: One question. The well | ocated

north, 10020, | believe it's designated on the plat and the
wel |l | ocated, | guess, southwest and | assum ng that...yeah,
it is anorth/south map. Are both of those presently
produci ng active cubic feet of coal bed nethane?

DON HALL: They're producing wells, yes. No
they're not coal bed net hane wells.

KEN M TCHELL: |'msorry. They're---.
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JIMKISER  They're conventional wells.
DON HALL: Conventi onal .

KEN M TCHELL: Conventional. Okay, |I'msorry. |'m

sorry. They are conventional. But they're both producing at
this present tine.
DON HALL: That's correct.

KEN M TCHELL: 1Is the purpose of the exception is

to maybe increase production? | nean, is this...is this the
primary reason for the exception or---7?

DON HALL: The exception...the purpose of the
exception is to put it where the coal conpany wants it as far
as their mning plans is concerned. This is close to being a
normal spacing for another well. | nean, as you step out and
drill offset wells to existing wells, 2500 feet is nornal
spacing. But in this case, since the coal conpany said you
can't put it at this location that would be a | egal distance,
they chose this spot and that's why we're asking for an
exception fromthe Board.

KEN M TCHELL: Ckay.

JIMKISER And w thout that, then you would | ose
the gas underlying this part of the property. In other
words, you wouldn't be able to produce it.

MASON BRENT: It looks like the...it looks |like the
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well is right on the property |line between---.

JIMKISER  Appears to be right on a surface |line
there, right?

DON HALL: It is on the surface line.

JIMKISER  So, the answer to your question, no
Penn Virginia does not own all the surface. You can see the
surface tract there.

DON HALL: Right.

JIMKISER  But once again, on |ocation exception
you're not required to notice surface owners.

BENNY WAMPLER.  Wel |, the reason | was asking, we

had an exhibit B that said | ocation exception. It listed
Penn Virginia Operating Conpany, L.L.C. and then it |isted
Penn Virginia Ol and Gas Corporation. But it didn't...
didn't distinguish...it didn't say surface. It didn't
say- - -.

JIMKISER |I'msorry. WlIlIl, Penn Virginia Gl and
Gas Corp is the oil and gas owner and Penn Virginia operating
is the coal owner. And under the notice sections of the
statute and regul ations, you're required to notice coal, gas,
oil and m neral owners and not surface owners.

BENNY WAMPLER.  Right. | just wanted to get that

for the record. Anything further?
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JIMKISER W'd ask that the application be
approved as submtted, M. Chairnman.
MAX LEWS: | make a notion that we approve it.

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

there a second?

KEN M TCHELL: Second.

BENNY WAMPLER:  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

The next itemis a petition from Equitable
Production Conpany for a nodification of a pooling order for
unit VG 508899, docket nunber VGOB-02-01/15-1000-1. We'd ask
the parties that wish to address the Board in this matter to
conme forward at this tine.

JIMKISER M. Chairman and Board Menbers, Jim
Ki ser again on behal f of Equitable Production Conpany. |
don't know whether or not we're going to need M. Hall on

this. I'mgoing totry to do this one on ny owmn. But if you
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need the testinony fromhim we'll be...he's here to provide
it.

Let nme refresh everybody's nenory on this
particular well and some of the fol ks may not have been here
at the January hearing. But this is one of the CBMwells up
on the Rogers's lease that you all are probably sonewhat
famliar wwth. In Tract 2, if you'll turn to your
application to nodify, on the day before, | guess on January
the 14th, the day before the hearing that was conducted on
January the 15th, we were infornmed that the...while
Equi tabl e's | and departnent was attenpting to acquire a
| ease, both an oil and gas and coal bed net hane | ease fromthe
undi vided interest held by Pl um Creek Ti nber Conpany, which
is avery mnute interest as you'll see in Tract 2 of this
unit, while they were attenpting to acquire that |ease, it
was di scovered by Plum Creek's | and people that that tract
had been apparently inadvertently included in a | ease that
had already been granted to other parties. So, we
i mredi ately, on that Monday, sent out by certified mail
notification to those two parties who were identified as CBM
| essees to us. Those being Geo Met Qperating, Inc. and
H ghl and Resources, Inc. Then we cane before the Board and

asked that we be allowed to go ahead with the force pooling
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of the other interest...of all the interest under the idea
that Equitable's people were negotiating with Geo Met and

Hi ghl and for either an assignnent of that mnute interest or
a format or sone sort of agreenent where they would convey
this interest over to Equitable with the caveat that if it
didn't happen, we woul d cone back before you to nodify the
prior order, which was recorded on February the 8th of this
year.

We are back today because we're still trying to
negotiate that. M. Hall may have nore information on that
than | do. But ny understanding is that it's still an
am abl e, doable process. It just hadn't been apparently a
front burner for either conpany because it's such a mnute
interest. | think probably where they are now i s maybe
t al ki ng about swappi ng sone | eases or, you know, sone...sone
areas of common interest. |In that sense, they have...we did
notice themagain of today's hearing. They received that
notice on February the 15th. 1|'ve had comruni cations with
peopl e other than M. Hall, in Equitable |land departnent in
Charl eston, indicating that representatives from both of
these | essees who we're adding as pool ed parties today were
well aware of this hearing and were okay with it. And I

guess what we're going to do on a going forward basis if this
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nodi fication is accepted by the Board is if we...obviously,
if we do not work sonething out, then they'll receive their
statutory rights as any other force pooled was. And if we
do, then we'll...if we do get an assignnent or a format or
sone sort of |ease swap, then we'll take themout in the
suppl enment al process, disnm ss themthrough the suppl enent al
order process.

BENNY WAMPLER:  So, you're adding Geo Met

perating, Inc. and H ghl and Resources, Inc.---7?
JIMKI SER  Ri ght.
BENNY WAMPLER:  ---is the nodification?

JIMKISER Right. As CBMI|essees to the Plum
Creek Tinber Conpany's undivided interest in Tract 2, which
we forced pooled the last tine. We forced pool ed Pl um Creek.
We didn't get their |essee.

BENNY WAMPLER: | under st and.

MASON BRENT: And if you work, then you'll cone

back and take them out?
JIMKISER No. W can actually dism ss them out
t hrough the suppl enental order process.

BENNY WAMPLER. They won't have to cone back. Any

questions from nenbers of the Board?

KEN M TCHELL: One question, M. Chairnman
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BENNY WAMPLER: M. Mtchell.

KEN M TCHELL: The nunber of unl eased people is

quite a few here. |Is there---?
JIMKI SER W pooled themthe last tine, the
interest in Tract 1, right.

KEN M TCHELL: Okay. So, they were pooled at the

| ast neeting?
JIMKISER Well, in January. Not the |last neeting
but in January.

KEN M TCHELL: Right. | was there...| renenber

this specific itemcomng up

BENNY WAMPLER. Right. They pool ed those and they

pool ed the Plum Creek Tinber Conpany.
KEN M TCHELL: Ri ght.

BENNY WAMPLER. It was unl eased. And what they did

is that they have | essees of Plum Creek now that they had to
go back and pick up that they just found out right the day
before or---.
JIMKISER  The day prior to the January hearing.
BENNY WAMPLER:  ---the day prior the January

nmeeting. So, now they have that---.

KEN M TCHELL: Ckay.

BENNY WAMPLER: ---and they're asking to nodify the
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January order to incorporate these two CBM | essees.

JI' M Kl SER: You stated it better than |

t hi nk, much nore sequentially anyway.

DON HALL: He summarized it pretty well.
JIM KISER  Yeah.

did, |

BENNY WAMPLER:  Any ot her questions from nenbers of

t he Boar d?

KEN M TCHELL: M. Chairman, 1'll go back to ny

original statenent.

BENNY WAMPLER: Sur e.

KEN M TCHELL: | don't see an application of due

diligence, an affidavit of due diligence.

BENNY WAMPLER: Does Bob have that?

JIMKISER Do you got it again?
BOB WLSON: W have. W received one,

yes.

KEN M TCHELL: Ckay. |If you say it, Bob, we've

received them | have no problem

BOB W LSON: Yeah. These are not due at the sane

time that the applications are. So, sonetines they don't

make the mailing that you fol ks get. So, we usual

themin the files.

of

|y have

JIMKISER This is the first time | can ever think

in ten years that they haven't been in there.
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that you picked that up, though.
BENNY WAMPLER: They usually are. Yeah,

definitely. | appreciate you picking that up. Anything
further?

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

approval .

BENNY WAMPLER: Mbtion for approval. |[Is there a

second?

MASON BRENT: Second.

BENNY WAMPLER: Mbtion is seconded. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify in the affirmative except Mx
Lew s.)

BENNY WAMPLER.  Opposed, say no.

(Max Lewis indicated in the negative.)

BENNY WAMPLER:  You have approval

JIM KI SER Thank you.
BENNY WAMPLER. The last itemon the agenda is a

petition fromDart G| and Gas Corporation for pooling of a

conventional gas well unit identified as Johnson #1. This is
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docket number VGOB-03/19-1014. W'd ask the parties that
wi sh to address the Board in this matter to cone forward at
this time.

BOB W LSON: M. Chairman, | received a call from

Dart stating that they have di scovered sone problens with
this particular unit that may cause themto have to nove the
wel | which woul d change their pooling percentages. They have
asked that | request the Board to have this continued until

t he next hearing.

BENNY WAMPLER:  Until the next hearing?

BOB W LSON: Yes, sir.

BENNY WAMPLER:  Any obj ecti on?

KEN M TCHELL: Do you need a formal notion on that?

BENNY WAMPLER: | f he's presenting that to the...

they' ve asked himto present that to us today to continue it
to the next hearing. So, unless there's an objection, we'll
continue it.

KEN M TCHELL: No objection

BENNY WAMPLER: It shall be continued. Do you have

any ot her business, M. WIson?

BOB W LSON: No, sir.

BENNY WAMPLER:  Does t he Board have anyt hi ng

further?
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(No audi bl e response.)

BENNY WAMPLER:  Thank you very nuch. | appreciate

JIM KI SER Thank you.
DON HALL: Thank you.
BENNY WAMPLER: The hearing i s concl uded.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, 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 25th day
of March, 2002.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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