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BENNY WAMPLER: Good norning. M nane is Benny

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

MASON BRENT: My name is Mason Brent. |'mfrom

Ri chnond and | represent the gas and oil industry.

SHARON PI GEON:  Sharon Pigeon, wth the office of

the Attorney Ceneral.

BILL HARRIS: |I'mBill Harris, a public nenber from

W se County.
DONALD RATLI FF: Donald Ratliff, representing the

coal industry from Wse County.

BOB W LSON: |''m Bob WI son. I'"'mthe Director of

the Division of Gas and G| and principal executive to the
staff of the Board.

BENNY WAMPLER: The first itemon the agenda today

is a petition from Pocahontas Gas Partnership for a

nodi fication of Cakwood | Field Rules to allow for drilling
of multiple wells in the units DD-20 to DD 31, EE-20 to EE-31
and FF-20 to FF-31. This is docket nunber VGOB-93-0216-0325-
01. W'd ask the parties that wish to address the Board in

this matter to cone forward at this tine.
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MARK SWARTZ: Mark Swartz on behal f of the

applicant, and Les Arrington and R ck Toot hman.

ELLEN VANCE: |'mEll en Vance. | am a | andowner in

t hat ar ea.

BENNY WAMPLER: Ckay. Thank you. Welcone. The

record will show there are no others. You may begin.

MARK SWARTZ: We've got sonme exhibits. [If we

haven't already...we' ve al ready passed them out?

LESLI E K. ARRI NGTON: Yes, we have.

(Mark Swartz and Leslie K. Arrington confer.)

BENNY WAMPLER. Do you have an extra copy of the

exhibits to give Ms. Vance?

MARK SWARTZ: Yes.

(Mark Swartz hands a copy of the exhibits to M.
Vance.)

MARK SWARTZ: Before we get going, can we talk a

little bit about what we're asking for, get you guys focused,
| think. W' ve prepared two draft orders. | think you're
going to have a choice to nake with regard to allocation of
production. So, these are exhibits as well.

(Mark Swartz distributes exhibits.)

MARK SWARTZ: We'll get you sort of ainmed in the

right direction of what is it we're asking for.
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BENNY WAMPLER: Are you going to have w tnesses?

MARK SWARTZ: Yes.

BENNY WAMPLER: Let's go ahead and get everybody

sworn then, if you will.
(Al'l witnesses are duly sworn.)

MARK SWARTZ: Ckay, this is a petition to nodify

the OCakwood Field Rules with regard to a specific area. Rick
has put up a picture that shows the proposed area. |f you'l

| ook at the exhibits that Les passed out to you this norning,
there is...and/or the application that we filed, there is a
grid map which is a nore detailed map of the proposed area
that's on the screen there. It shows the units that M.
Wanpl er referred to when he called this case. They're
shaded. Those are the 80 acre Cakwood units that we are
seeking a nodification with regard to the OGakwood order. You
will notice that the top two rows are, in fact, 80 acre units
and the last row or the southern nost row of the shaded units
are nmakeup units. They're larger than 80 acres as often
occurs at the boundary. Then right bel ow the proposed area,
and on the Exhibit AL with the application it's shown in
detail, are the Mddle Ridge units which are 60 acre units
which | think those field rules were pronul gated perhaps a

year or |little over a year ago. This is really the boundary
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of the OGakwood Field, an area that's the boundary of the
Cakwood Field butting up against the Mddl e Ridge Field,
which is depicted generally on the exhibit you' ve got on the
wal | there.

VWhat we are asking the Board to do...and this kind
of focuses on the...on the two orders that we are...that we
have drafted. The only difference between these orders is at
par agr aph...a paragraph that starts on the bottom of page two
with 6-C, and that paragraph 6-C deals with how woul d you
all ocate production fromthese additional wells that we're
seeking to drill. That's the only differences with the two
orders, and we'll get to that |ater.

But the relief that we're asking for here is to
allow additional drilling in the proposal area that would
equate to roughly 60 acre spacing, and that is all that we're
asking for. Basically to allowus to drill increased density
or infill wells in that proposal area. The testinony today
wll essentially offer you our reasons for that request that
we think will justify additional or increased drilling in
that...in that proposed area. That is all we're asking for.

We're not asking to nodify the OCakwood Field outside of the
proposal area.

Just fromthe standpoint of...one nore thing to get
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you focused and then I'Il start...or call M. Arrington. But
if you ook at this map in the packet that was passed out
today, it's a property map that shows well locations. W are
in an area in the GCakwood Field where we do not have m ne
plans on file. So, we do not have an ability to dril

i ncreased density wells as we have in other places in the
Cakwood Field where we have m ne plans and we can dril
consistent wth mne plans to degas in advance of m ning.

But you will notice here that if we don't have one well in
every one of these units...you know, we al nost do in terns of
the Cakwood units. Then if you |ook to the south, we've got
wells in pretty much everyone of the abutting Mddl e R dge
units. And what we are...what we're seeking is to dril
additional wells in sonme of these units to create a spacing
approxi mating 60 acre units.

Ckay, with that, I'd like to call M. Arrington.

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

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

Q Who do you work for?

A CNX Gas Conpany.

Q And did you either prepare or caused to be

prepared under your supervision this application?

A Yes, | did.

Q What, if anything, did you do to give Notice
wth regard to this application?

A We nmailed the notice of application and...
the notice of hearing and application by certified mail
return recei pt requested was mai l ed on January the 17th,

2003; and the notice of hearing was al so published in the
Bluefield Daily Tel egraph on January the 25th of 2003.

Q And have you filed proofs of publication and
of mailing with the Board today?

Yes, we have.

Ckay. And in the notice of hearing, you' ve
got a list that goes on alnost for a page and a half. Do you
see that?

A Yes...yes, we do.

Q And to the extent that you had addresses,
would it be true that you tried to mail to everyone of those

peopl e?
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A Yes, we did.

Q Ckay. And the specifics with regard to
mai | i ng and addresses and so forth and receipt cards is in
the exhibit you filed this norning?

A Yes, it is.

Q Are these list of folks that you noticed
today a conplete list to the best of your know edge of the
fol ks who have an interest or have a clai mregardi ng coal bed
met hane in the area that's depicted in the Al...the nmap of
the Al units?

A Yes, it is.

Q Ckay. And were you...are those units that
are shaded on Exhibit Al, are sone of those units that have
been pool ed by Board order?

A Yes, they are.

Q Are sone of the voluntary units that you' ve
creat ed because you have | eases from everyone?

A Yes, they are.

Q Ckay. So, in all instances though, are the
shaded units either pooled by Board order or pooled
voluntarily?

A Yes, they are.

Q And so you have title on all of those units?
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A
Q

Yes, we do.

And that's what enabled you to do the |ist

of respondents?

A
Q
Par t ner shi p,

A
Q

A
Q

Yes.

The applicant here is a Virginia Ceneral
correct?

Yes, it is.

And Pocahontas Gas has two partners?

Yes.

And those partners are Consolidation Coal

Conmpany and Consol Energy, right?

A
Q

That's correct.

Does Pocahontas Gas Partnership have a

bl anket bond on file with the DME?

A
Q
A
Q

Yes, it does.
Has it registered with the DVE?
Yes, it has.

And is that partnership authorized to do

busi ness in the Commonweal t h?

A.
Q

Yes.

Is it true that this application seeks to

nmodi fy the Cakwood | Field Rules with respect to the units

depi cted on Exhibit Al?

10
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A Yes, it is.
Q Ckay. And is, in general, your request that
you be allowed to drill additional wells on a spacing that

results in approximately 60 acre spaci ng?

A Yes, it does.

Q Are all the wells that have been drilled to
date in these units frac wells?

A Yes, they are.

Q And they're producing fromthe Gakwood pool

whi ch would be fromthe Tiller on down?

A All seans below the Tiller, yes.

Q Ckay. And wells that you...additional wells
that you woul d propose to drill would be what kind of wells?

A They too would be frac wells or coal bed

met hane wel | s.
Q Coal bed net hane frac wells producing from

t he Cakwood pool ?

A Yes.
Q In the exhibits...|l know we've tal ked about
an exhibit illustrating additional wells in the unit EE-25.

Do you have that plat and sone extra copies?
A Yes.

Q |"mnot sure it made it into the---

11
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(Anita Tester distributes the Exhibits to the
Board.)
(Mark Swartz confers with Leslie K Arrington and

Ri ck Toot hrman.)

Q Les, is this an exanple of sone infill
drilling that you woul d propose to do?

A Yes, it is.

Q And you' ve sel ected EE-25 as an exanpl e?

A | did.

Q Ckay. And tell the Board what...where is

the existing well and where are the wells that you woul d, by
way of illustration, propose to be allowed to drill?

A Yes. The existing well EE-25 is well nunber
1 there. Additional wells would just...just as an exanpl e,
1...nunber 2 would be a well within the drilling w ndow.
Nunmber three woul d be outside the window within the 300 foot
boundary of the Gakwood unit.

Q Ckay, to refresh everybody's recollection
with regard to the OGakwood Rul es, generally the Gakwood units

are 80 acres, correct?

A Yes.
Q The EE-25 unit, in fact, is an 80 acre unit?
A Yes, it is.

12
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Q If we conpare it to the FF-25 right bel ow

it, it's obvious that the FF-25 is a little bigger---?

A It is.

Q ---because it's a nmakeup unit---7?

A It is.

Q ---on the edge of the field?

A Yes. Just a quick note on that, that's

approximately 9 to 10 acres difference than what it normally
iS.
Q Usually they're 89 and change, right?
Yes.
Ckay. Now, the OGakwood Field Rules, as

originally pronulgated, called for sonething called a

drilling w ndow, correct?
A Yes, it did.
Q Now, the QGakwood units are outlined in green

on this exhibit?

A Correct.

Q And the drilling w ndows are where?

A The bl ack...the drilling w ndows are the
bl ack.

Q Ckay. And what's the offset fromthe
boundary of the unit, the green line, to the drilling w ndow?

13
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A 300 feet.
Q Okay. And in general, the intent of the
Cakwood Rul es was, unless there was sone m ni ng reason or

ot her good reason, that the operator would be required to put

the wells in the drilling wi ndow, correct?
A That's correct, he was.
Q And here you have proposed by way of

illustration an additional well that actually fits in the

drilling w ndow, correct?
A Yes, it does.
Q And then one which is in the offset area?
A Correct.
Q Ckay. The...while you're up there, it would

probably be a good tinme to talk about this. The blue hash
mark |ine, what does that represent?

A That represents a 60 acre boundary, square
boundary, around well nunber three.

Q Ckay. And you've put well nunber three in
the center of that 60 acre square?

A Yes, we did.

Q And that 60 acre conceptual unit around well
nunmber three includes four Cakwood units, right?

A. Yes, it does.

14
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Q And we have had a debate about the way in
whi ch production ought to be allocated fromwell nunber three
to the owners and clai mants, haven't we?

A We have.

Q kay. And the two orders that we have
tendered to the Board essentially take two different
vi ewpoi nts of how that m ght work?

Yes, it does.

Ckay. And there's the Les Arrington

Vi ew --7?
A Yes, there is.
Q ---and then there's the Mark view, right?
A Yes.
Q Ckay. And let's start with yours.

What...what is it that you woul d propose that the Board adopt
as a neans of allocating production?

A Ckay. As you're going to hear from Ri ck
Toot hman, we have testinobny to say that we're going to
produce sone of this on a 60...basically 60 acre spacing.
What ny proposal is a 60 square around the well outside the
drilling unit, 60 acre square and then the production from
this well wll be allocated to this proportional anpunt here

to this unit.

15
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Q kay.

A In that sense in doing so, this unit, this
80 acre unit, stays intact, your order are all good. You
have no additional pooling. Al the owners are protected.
don't...you know, personally |I don't see...|l see us
protecting everyone there.

Q Basically, what you're saying is you would
calculate the acreage in FF-25 that is also in the 60 acre
unit, right?

A That's correct.

Q You woul d put that over 60 and you woul d get
a percent age?

A That's correct.

Q And you woul d take that percentage tines the
total production comng fromwell three?

A That's correct.

Q And t hat volune of those dollars would then
find their way to unit FF-25?

A Correct.

Q And woul d be distributed to everyone having
an ownership or claiminterest in FF-25 whether or not they
own |and that is within the blue boundary?

A. That's correct.

16
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Q Ckay. So, essentially you would be
spreading the royalty in this exanple anong the owners of 320
acres?

A Yes.

Q kay. And an advantage of this would be...
in addition to spreading the revenues anong nore people, an
addi ti onal advantage would be to the extent that the Board
has entered a pooling order...let's assune that the Board had
a pooling order in place with regard to FF-25, okay?

A Ckay.

Q And let’s assume that escrow was required
because there were conflicting ownership clains in FF-25. W
woul d al ready have an escrow order in place that would all ow
you to pay as an operator the allocable share from..
production fromwell three into the escrow account for unit
FF- 25, correct?

A That's right.

Q And one of the pooling orders...or one of
the nodification orders that we have tendered to the Board
today, in fact, we've drafted a provision...an allocation
provision that tries to track the concept that you have?

A Yes, we did.

Q And that would be the one that...it's kind

17
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of hard to tell the difference here.

A It is.

(Mark Swartz reviews the docunents.)

Q The way to tell the difference is that your
order would require the operator when you filed the well
permt for well three, okay, to tender a certified plat of
this 60 acre drilling unit and then a certified exhibit
attributing production to the units affected by this unit,
and that's what the order in respect to sharing revenue this
way woul d provide.

The alternative, which the other order addresses,
woul d be to take, and since we have production fromall of
these units and we have title and we have mappi ng, woul d be
to actually take the property maps, correct?

A Yes.

Q And then map and cal cul ate the acreage of
each owner or claimant within the blue grid and only all ocate
production to fol ks have tracts within that blue grid. So,
basically if you took the property map exhibit, you would...
you know, we would use the property nmaps that we have and
overlay the new 60 acre drilling unit with the well as a
center point and then calculate...you know, identify the

owners or tracts within this piece, within this piece, wthin

18
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this piece and within this piece and then take their acreage,

put it over 60 and that woul d be their percentage fromthat

wel |, correct?

A That's...that is...that's the proposal

Q And if that procedure were foll owed and
escrow were required, we would have to file in all instances

a m scell aneous petition with the Board to get...to order the
escrow agent to take noney because we woul dn't currently have
an ability to escrow, correct?

A That's correct.

Q Wth regard to units that we can either
voluntarily pool or units that had been pool ed by Board order
t hough, it would now nean necessarily to nake a return trip
to the Board because we've already pool ed the coal bed net hane
in all of these units, correct?

A That's...we have.

Q Ckay. Wiich of the two proposed orders
woul d you recommend?

A Well, personally, as | said, | see that we
should...the way | see it, we should allocate the production
to the...to the units and the reason being is we already have
orders in place for each unit. W've always told the Board

if we wanted to recoup cost for an additional well, we would

19
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cone back and ask for the additional well. This way we have
not hing further to do other than to allocate the production
per the proportional part to each unit.

Q But obviously, the Board's going to have to
make sone kind of a choice fromthe standpoint of correlative
rights and so forth.

A That's correct.

Q And adm nistrative efficiency as to what
proposal nmakes nore sense to them

A And that's the reason we brought both
proposal s.

Q | mean, obviously, you're going to pay the
sane anount of noney under either proposal of royalties?

A That's correct.

Q So, it really does not have an econom c
consequence in terns of the anobunt that's paid, but it does
have sone adm nistrative inpacts on all of us?

A That's correct.

Q Les, you can probably have a seat.

RI CHARD LYLE TOOTHVAN, JR

havi ng been duly sworn, was exam ned and testified as

foll ows:

20
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DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Ckay, Rick, do you want to state your nane
for me?

A Yeah, it's R chard Lyl e Toot hman, Jr.

Q Have you testified before the Board before?

A Yes, | have.

Q And at | east on one occasion, | think it was

wth regard to the Mddle R dge Rules, right?

A That's correct.

Q And your concept with regard to Mddle
Ridge, as | recall, was that 60 acre units were appropriate
t here?

A That's correct.

Ckay. Have you done additional work and
study with regard to the production of the coal bed net hane
wells both in the Cakwood Field and the Mddle R dge Field
since the Mddl e Ri dge Rules were inplenented?

A Yes, we have.

Q And |"mjust going to start with a chart to
ki nd of focus the research and the thinking and then we can
nove fromthere. But let's start with the...l think it

shoul d be the | ast page of the exhibit book that was passed

21
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out today. |Is this a chart that you' ve prepared, Rick?

Yes, it is.

Ckay. Tell us what it tracks and then let's
tal k about what we think it neans.

A Al right. These are actually...this is a
graph of coal bed net hane production fromsone wells in the
Cakwood Field. These wells were originally spaced on 80 acre
spacing. This is the production in blue of the original 80
acre unit. You can see that the first well canme on m d-1997.

You'll see two sets of lines. You'll see the squiggly line
in the blue and then one that's a little bit nore jagged.
This represents the well count. So, you can see from about
this point on, we have 23 wells on 80 acre spacing. This is
basically the collective production profile of those wells.
What we're trying to show, and what we wanted to | ook at,
this is within an area that does fall within a projected m ne
pl an which allows us to go any type of spaci ng deened
necessary to degas potential mne area.

Q Ckay, let ne stop you there. The blue
production line represents wells in the GCakwood Fi el d?

A That's correct.

Q And at least initially, those wells were one

wel | per 80 acre spaci ng?

22
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A That's right.

Q kay.

A And this represents 23 wells conbi ned.
Q kay. And the...and what we see is the

conbi ned production increasing and then sort of |eveling out
or perhaps tanpering off---?

That's---.

---if we look at the blue line?

That's correct.

Ckay. Wiat is the, | guess, orange |line?

> O > O >

What this line represents is when we cane
back in at a |ater date, which was at that point around the
year 2000. W infilled drilled, which neans that we placed a
second well in an 80 acre unit. At this point, we brought on
an additional 23 wells. So, you're |looking at just the
performance of those additional wells, the infill wells at
this time. Wat this represents is that these wells cane in
and peak production was around...| guess you could say al nost
4,000 Mcf per day fromthe 23 wells conbined is where it
peaked. Again, you' ve got a slight decline, which is nornal
in any type of coal bed net hane production. The interesting
thing that we saw here, however, was that when we | ooked at

the performance of the old well, the old wells as you can see

23
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were starting a slow decline. Again, that's pretty natural
and you woul d expect that decline rate to continue on until
you reach sone economc |imt. But at the point where these
additional wells cane on, you see that not only did these
wells performvery simlar to the initial wells, but what you
actually see is an increase in production fromthe old wells.
| can basically explain that with the next slide, but what
that tells you is that the we pronoted sone interference in
the field. Coal bed nethane is unique from conventional oi
and gas wells in the fact that interferences are good, but by
reducing the reservoir pressure, you actually rel ease nore

met hane and all ows us to produce nore gas.

Q In terns of production, what woul d happen
here in ternms of enhanced production, is your infill wells
cane in producing on an average consi derably nore than the

wells you started with?

A Correct.

Q And they drag the production of the existing
wells along with it, right?

A That's right.

Q So the interference you're tal king about
essentially enhanced the production in two ways, increase the

production of the existing wells, thereby generating nore

24
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production, nore dollars for royalty owners, fromthe wells
that are already in place, but nmade the new wells
econom cally nore productive as well?

A That's right. In laynen's terns, you do two

things wth this, and that is that you accel erate production.
You push the production back to tine zero and you w ||
increase ultimate recovery fromthe well because you're
ultimately going to reduce the reservoir pressure.

Q Now, the...what's the slide that illustrates
the...there we go.

A What this slide represents is, it's called
the Langnuir Isotherm but it basically describes the
relationship and the way gas is stored and/or released in
coal. This is an actual isothermthat was created for one of
the coal seans, the nbst noteworthy in the area, the
Pocahontas No. 3 seam and basically what | want to
illustrate is this, that at 500 pounds, it's basically saying
at this that you're hol ding sonewhere | ess than 500 cubic
foot per ton, call it 480. Wen you release or reduce the
reservoir pressure from500 to 400, you'll get this isotherm
and it'll tell you that now you have the ability to hold 450
cubic foot per ton. So the difference here, the cross

hatched area, neans that a reservoir pressure reduction of
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100 pounds, from 500 to 400, wll rel ease about 30 cubic foot
per ton of nethane.

The significant thing about this is if you | ook at
a simlar 100 psi drop in pressure, from 200 to 100, you drop
the gas content from350 to...well, call it 250. So for the
sanme 100 pound pressure drop in the reservoir, you now are
rel easing over a 100 cubic foot per ton. The significance of
this is that if you | ook, you can see the steepness of this
curve at very |low pressures, neaning that the bulk of the gas
is stored at very |l ow pressure. By putting nore well bores
into a given area that allows us to drive this average
reservoir pressure to a...basically closer to zero, and in
doing that, will allow us to recover nore gas because we can
t ake the abandonnent pressure to a | ower rate, and
additionally, as we showed earlier, wll also allowus to
accel erate our recovery.

Q Now this Langmuir Isothermis essentially a
physi cal principle or observation with regard to reservoirs
generally, correct?

A That's correct. It's a mathemati cal
relationship that describes the way the gas is stored and/or
rel eased.

Q And if we look at...if we could flip back to
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the chart that we started wth.

A Now you're taxing ne a little bit, but let's
see what we can do.

Q Ckay. Is it your opinion that the actua
performance of wells that is illustrated by this graph, on 80
acre spacing and then on 40 acre spacing, is consistent with
the isothermthat we just discussed, the physical principle?

A Yes.

Q And that would be, | take it, that as you
increase interference and | ower reservoir pressure, all of
the wells...the performance of all of the wells inproves in
general ?

A That's correct.

Q So the point then would be at year 2000
woul d be when that effect could be observed? Essentially
when the two |ines cross---?

A That's correct.

Q ---fromthat point forward is the effect of
the increased interference?

A That's right. And sonetines, | wll say
t hat dependi ng on, obviously, the closer the spacing, the
qui cker you'll see the interference. And what | nean by

that, we may bring on wells, let's say, on 60 acre spacing
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and that interference not actually start taking place for six
months to a year. The closer they are, the quicker you'l
draw down that interference.

Q Ckay. Another thing that | think we
probably need to point out to the Board. It |ooks |like the

80 acre units were drilled over and cane on |line over a

| onger period of tinme than the infill drilling?
A That is correct.
Q And you're going to get a nmuch steeper curve

if you conpress the tine, correct?

A That's right. [If you look at the tine from
the first well to the last well here, you're spanning, you
know...Il don't know, nine nonths or so. That's probably the
reason for this peak being slightly higher, because fromthe
initial well to the last well on the infill, it was a little
bit less tine. Yeah, we're not...we know that the average
performance is very simlar to but not less than the initia
wel | .

Q Qobvi ously, one of the factors that you | ook
at in your position is the anticipated performance of the
wells that you're proposing to drill?

A That's correct.

Q Is it also true that you | ook at the dollars
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and cents, or the cost of drilling wells in terns of whether
or not there is an econonmc incentive or not to dril

additi onal wells?

A Absol utely.
Q Have you addressed, not just the performance
of the wells when you do infill drilling, but have you...from

a production standpoint, but have you al so addressed in terns
of unit size or density the question of econom cs?

A Yes, we have. And, Mark, if we didn't do
that, 1'd be here before the Board today and tell you that we
need to do these wells on ten acre spacing. Froma technica
standpoi nt, the closer you get, the |lower the pressure.
That's what we'd be here for, but dollars do cone into play.

VWhat we try to do is naxi mze the recovery of the resource
for the dollars that we spend for that resource.

Q Ckay. Let's look at the...at your graph
that | ooks like this and let's talk about the cost of wells
and the benefits of increased well density. Let's start
first, though, with...it's kind of hard to see on this chart,
and probably easier to see on the handout. Tell the Board
about the two short lines, the curves that cone out two
years, and what those represent?

A Ckay. Wiat these two shorter lines
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represent is within the area that we're here speaki ng about
today, we've already basically said that we're 80 acre
spacing and then just to the south of that, in the Mddle
Ri dge Field, we are, and have already procl ai ned that those
field rules are set up on 60 acre spacing. So we took the
wells in both of those areas and we basically took a | ook at
the production to date and we've got wells on themthat have
been on for about two years in both of those. And what we're
| ooking at here is the cunul ative production and what mntcf
woul d have been recovered fromthose wells, and what you're
actually seeing, this is on a hypothetical 160 acre |ease.
So we took all those wells, divide the acreage up to get a
160 acre unit, and said within a 160 acre unit, this is the
way the 80 acre wells are performng. Excuse ne, | just did
t hat backwards. The 60 acre wells are performng right here.
And on the 80 acre unit, this is the way the wells are
performng. That is overlain on the results of a coal bed
nmet hane sinulator. And what we're trying to do, we wanted to
mat ch the actual performance and we wanted to see if it nmade
sense to infill drill this area. The conputer simnulation
nodel matched, which is very simlar to what we showed the
Board when we put together our Mddle Rdge Field Rules a

year and hal f ago.
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On this hypothetical 160 acre | ease, the
pernmeability in the area, we believe, that matches this
around...well, it averages out to be about four mlidarcies.

It isalittle bit directional. The height of the coal, or
the thickness of the coal, in the area is around 25 foot and
the frac length, we believe, is around 300 foot in each
di rection.

What you actually see is the actual results
overlain on the results of our conputer sinulation of
production. If you take these two, we also threw a 40 acre
spacing unit in here as well, and if you take this
production, you can already see the discrepancy between the
performance of these wells. |If you go out to ten years, you
can see that you're |ooking at about 250 m | lion cubic foot
of gas additional that could be recovered on 60 acre spacing.

What you're | ooking at, on a hypothetical 160 acre | ease on
80 acre spacing, that's two wells; on 60 acre spacing, it's
2.7 wells. So for less than an additional well per 160 acre
unit, you're going to recover over 250 mllion cubic foot of
gas in that first ten years of tine.

Q And just for conparison purposes, just to
remnd the Board, the lines, the blue and the red and the

green line, they get all the way out for ten years, those
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lines were drawn by a simnulator?

A That's correct.

Q And the conparison of the first two years of
performance at | east gives us sone assurance that what we're
experiencing kind of |ooks Iike the |ine that the sinulator
is drawm ng. So they seem consistent, correct?

A That's correct.

Q If we were to conpare the production that
t he sinul ator shows between 80 acre spacing which is two
wells, and 40 acre spacing which would be four wells, that
woul d be on the order of...I"mgoing to have to be able to
read, how many---?

A 600.

Q About 600...600 mllion cubic feet. And
what we're projecting for the difference between two wells at
2.7 is what, about 2507

A Well, because it's only .7 wells, you're
probably | ooki ng at an additional $150,000 for that
additional .7 well, and if you're | ooking for tw additional
wells, you're probably | ooking at over a half a mllion
dol I ar investnent.

Q But we're | ooking at recovering for a cost

of roughly $140 to $150, 000 dol lars an additional .25 bcf.
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A In ten years.

Q Bcf in ten years.

A Actually nore than that over the |life of a
normal well. But in ten years, that's correct.

Q And from your perspective as soneone who
makes deci sions on whether or not to drill wells and nakes

recommendations to the conpany in terns of spacing and so
forth, does that relationship, drilling essentially .7, you
know, tenths of a well and recovering an additional 250
mllion cubic feet of gas, does that relationship nmake
econom ¢ sense to your conpany?

A Absol ut el y.

Q Have you nade assunptions with regard to
pricing, to | ook at econom cs?

A Yes, we have.

Q Is it possible that as prices change goi ng
forward, additional wells m ght even nmake sense?

A Yes, it woul d.

Q At the present tinme, given the pricing
assunptions that you have nade, can you tell the Board
whet her or not, at |east fromyour conpany's standpoint, a 40
acre unit would nmake econom c sense?

A At this point, with our gas price forecast,
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we believe that 60 acre spacing is the nost prudent way to
go. The way the gas pricing affects, obviously, an economc
nodel is the higher the gas pricing, the closer the spacing,
because you're getting nore dollars up front. At this point
intime, no, we're not suggesting we go to tighter acre
spacing, but if gas prices would continue to remain high over
a period of tinme and we had sone faith in that, there is that
possibility that wwthin this area or probably other areas,
that we could cone back and |l ook at it.

Q | think you have a chart that is a nap of
drills...wells drilled in the area that was under
consideration in the Gakwood Field, and also in the abutting
M ddl e Ridge. Could you get that on the board? Are all the
dots wells that have been drilled?

A Yes.

And the wells to the south of this black

line would be Mddle R dge?

A That's correct.

Q And the wells to the north would be Gakwood,
correct?

A That's right. And you can...with this |ight

gray color, you can kind of see the offset of this vertica

line and that...l've roughly tried to capture that with this
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box to show you there that we're interested in. But this

woul d be the Mddle Field Rules and this woul d be the Gakwood

Field Rules.
Q It appears to nme that you have drilled a
well in every Mddle Ridge unit to the south except perhaps

one, correct?

A That is correct.

Q And where is that mssing well?

A That mssing well is right here.

Q Do you happen to know why there isn't a well

t here?
A. "Il defer to Les, but | believe it has to
do with sone | and i ssues.

LESLI E K. ARRINGTON: It does.

MARK SWARTZ: Les?

LESLI E K. ARRI NGTON: It's | and i ssues.

MARK SWARTZ: You just can't get a |location.

LESLI E K. ARRINGTON: We will have.

MARK SWARTZ: (Okay. But currently that's been the

pr obl enf
LESLIE K. ARRINGTON: Yes, it is.

Q Looking at the well |ocations above the |ine

in the Cakwood area that we're considering, it appears that
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there are a consi derabl e nunber of open areas where
additional wells could be drilled. Wuld that be your view?

A There are open areas, not according to the
field rules.

Q No, no

A | nmean, you know, |'IlIl just highlight,
there's definitely areas in here that there's not very
adequate wel|l coverage, in ny opinion

Q | think you have...a nonent ago you had

flipped past a slide which | think is a coal thickness map.

A Yeah.
Q Let's take a quick look at that. You have
assuned for purposes of your projections, | think, a coa

t hi ckness of 25 feet?

A That's correct.

Q And that woul d be by addi ng up seans that
you woul d expect to produce, or drainage seans that you would
expect a well to produce fronf

A That's right.

Q And is this a coal thickness map that you
have available to you that is again overlaid by the boundary
area we're tal king about?

A. Yes, it is.
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Q And the range of the thicknesses...is the
green area the 25 feet?

A Yes, it's 25 to 30 foot, | believe, in the
green area. You can see 35 here. Mark, one thing, though,
that we do is although we know that we've got as nuch as 35
foot, because of the nechanismof stimulation, we always know
that there are sone holes that we probably don't adequately
stinmulate; therefore, we can't ever say that we produce 100%
of the coal seans that are there. You know, we assune

sonething a little |l ess than was actually there.

Q O this potentially wll?

A This potentially will.

Q And that's why you picked the 25?

A That's correct.

Q Let nme see if there's anything el se we need

to consi der.

A This map al so shows structure. W wanted to
make it | ook...we wanted to conpare the thickness of both the
areas and neke sure we were conparing apples to apples, and
make sure that there was no structural reasons for one area
to produce differently than the other. Anmazingly enough,
here we do have an anti-cline feature that runs through here,

but it's pretty nuch right in the center of the boundary
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between the two fields; therefore, if this is on a northern
flank of an anti-cline, we don't suspect that there's
anything structurally that woul d affect production in this
area that we've done all these conparisons.

Q In terns of your recommendation as an
engi neer to the Board, what spacing, at least for this area
that's under consideration today, would you reconmend?

A | would recommend for this area that we
follow and adopt simlar rules as the Mddle R dge with 60
acre spacing.

Q And do sone infill drilling to try and get a
nore even form 60 acre spacing through the area that's we've
got in the rectangle there?

A That's correct.

Q And is it your opinion that that would in
fact benefit owners and claimants in not only produci ng nore
gas fromnew wells, but al so enhancing the production?

A Yes, | believe so.

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

have of ny two w tnesses here.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

(No audi bl e response.)
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BENNY WAMPLER: Did you do a conparison of the

M ddl e Ri dge production versus the OGakwood pl an production?
Your infill drilling that you've done, did you actually
conpare those two?

A Say that again?

BENNY WAMPLER:  Your M ddl e Ri de production?

A That's exactly what we | ooked at on the
cunul ative slide that | showed you.

BENNY WAMPLER:  Uh- huh.

A This right here is the actual M ddl e R dge
production on 60 acre spacing; however, it wasn't all of the
Mddle Ridge. It was kind of a like size of the box. So the
box that we're proposing right now, we | ooked at the wells
that were immedi ately below that and didn't try to go any
further, because sone of those other wells are newer wells.
We don't have enough production history to conpare them The
bubbl e map that we just showed you right here, the conparison
that we're | ooking at was essentially this bl ock conpared to
this block imediately belowit. The Mddle Ri dge Field does
continue with sone wells down here, but they' re newer and we
don't have nuch production with those yet.

BENNY WAMPLER: What are those col or codes?

A What we're | ooking at here was, we call it a
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producti on bubble map. What you're looking at is a...there
is a date associated with each one of these and that was the
nmonth that the wells cane on. The size of the bubble
corresponds to the average production fromthe well. So,
obviously, this is one of the better wells. You know, one of
the poorer wells in the field would be right here at this
tinme. We use this as a nechanismto eval uate performance of
i ndi vidual wells, to identify problens or reasons and so
forth. Then the big nunber that's underneath here woul d give
you the last nonth's production. So even though you' ve got
sone wells... I'll try to use an exanple, pick one out.

Here's a well that is not as big as AX-113 as far as the

bubble is, but if you'll take a |look at |last nonth's
production, that neans that this well is inclining. It
produced 14,000 cubic foot or 14 mllion cubic foot | ast
month. This well is very close. | can't read that, but I

think around 15.5 or sonething |like that.

BENNY WAMPLER: | guess this is what...this

particul ar (inaudi ble) what kind of raised the question for

me because | thought that's what those colors represent, the
size of those represented. It appeared to ne that you've

al ready got nore of the bigger bubbles, if you will, in the

upper...in the Cakwood than you do down in the Mddle R dge.

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

A Wll, | don't think you do when you're
taking a | ook at sonme of these bubbles right here on your
average that are taking place. As you can see, we don't have
any of the red colors on the top of the field rules. The
bi ggest thing that concerns ne is the distribution of the
well's.  You know, you're going to get a well that sets, you
know, in the mddle of production, say right here, that's
surrounded by good wells, you're going to pronote the
interference that's necessary to drain all this acreage from
a uni form spacing. Were you run into problens is when
you're looking at an area like this, or like this, that these
wells are not going to interfere with this area. So this is
not going to be adequately drained over the sane period of
tine.

Part of the...even though these are attenpted to be
equal | y spaced, even on 80 acre units, topography dictates a
lot of...a lot of why we've got well placenents the way we
do.

BENNY WAMPLER.  On the chart that Les was worKking

with, tal king about how to set up the pay system where you
had the well that was outside the w ndow --.

A Yes.

BENNY WAMPLER:  ---of the Gakwood.
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A Uh- huh.
BENNY WAMPLER: Let's go to that. |Is it your

opinion that the interference fromwell three is contained to
t hose four Oakwood. .. existing OCakwood units?
A You tal king about these four units?

BENNY WAMPLER:  Yes.

A Yes.
BENNY WAMPLER: Ot her questions from nenbers of the

Board? Ms. Vance, do you have questions?

ELLEN VANCE: Yes, | have several questions and it

may be an informational as well. | do own land in the
Cakwood area. M parents also do as I. [|'ve heard a |lot and
| do work for a large corporation, and | do understand the
econom cs of investnent and things |ike that, but |I've heard
nothing as far as the | andowner's safety and we do live
within the area that all these wells are being drilled on,
and | don't know how cl ose they are getting to the houses and
the interruption that it's going to be for these | andowners.

| do know that | do have property there as well. | have
heard nothing to that effect as far as anything, and how is
the |l and going to be reclai ned, what disturbance is that
going to be to the lifestyle there. Maybe soneone could

answer that.
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MARK SWARTZ: Les, would you give the Board an

estimate of the percentage of wells that are drilled on
property where you have reached an agreenent with the surface
owner to allow you to drill, or you have acquired the
surface, conpared to the situations where you do not have an
agreenent with the surface owner and are relying on m ning
rights or sone other ancient deed rights?

LESLIE K ARRINGTON: |I'mgoing to go to these

areas that R ck was show ng up there where he was show ng our
two areas of the one, the study area and then the M ddl e

Ri dge area to the south. Wthin those areas, if | recollect,
| don't believe | have a well up there that | would have had
to done, per say, own rights. W done sone sort of an
agreenent, purchase. W' ve done right-of-ways, easenents,
bought the well sites, and what have you.

MARK SWARTZ: Wuld you get that...that map back

up?

LESLI E K. ARRI NGTON: Now, as far as environnental

controls go, we do our very best to protect environnent.

Safety wise, | don't know of any safety situations that we
have out there. | certainly hope we have none. |If we do and
we're not |looking after it, | would certainly like for
soneone to point it out to ne. It wll be addressed
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i medi ately. W do not drill wthin 200 feet of a house.

Pi pelines are without a variance, not closer than 50 feet of
a dwelling. So, you know, if there is a concern out there,
certainly bring it to me and we'll address it.

MARK SWARTZ: And all of these wells have permts,

correct?

LESLIE K. ARRINGION: They certainly do.

MARK SWARTZ: And there is a process to apply for a

permt through M. WIlson's office, correct?

LESLIE K. ARRINGTON: Yes, sir, and everyone within

the production unit that's a royalty owner gets copies of it.

Everyone's surface that's going to be disturbed gets a copy
of that application. They have a chance to object to it,
negotiate with us if we have not already. The majority of
the tinme...mgjority of the tine now, |I'll qualify that. The
majority of the time before I send a permt out, we have a
deal with the surface owners by sone sort of easenent, right-
of -ways, acquisitions. So, do we do wells on rights, yes we
do, but so---.

MARK SWARTZ: In these...in this area that we've

got up on the map, the area that we're tal king about which is
in the black box.

LESLI E K. ARRI NGTON:  Yes.
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MARK SWARTZ: And the area in the Mddl e R dge

field below, can you recall at this point if there are any
well's that are depicted on this exhibit that are drilled on
rights as opposed to property that's owned by your conpany or
property that your conpany has obtained an agreenent with the
surface owner?

LESLI E K. ARRI NGTON: You know, fromrecoll ection,

| do not know of any, and the one that we did have a probl em
with, that R ck pointed out that we don't have yet, we're
still working on that and hope to have it in the future.

MARK SWARTZ: Still working on the agreenent with

t he surface owner?

LESLI E K. ARRI NGTON:  Yes.

ELLEN VANCE: | guess ny question again would be 50

feet wwthin a welling, that's---.

MARK SWARTZ: It's 200 feet.

ELLEN VANCE: It's 200 feet within a house. And

then ny concern is the proposal to nake it within 60 acres
instead of 80 acres. That's actually pulling those wells
closer together with all that pressure that's going to be
there. In ny assunption, that's going to make it a nore
vital area for all the gas that's going to be com ng out of

that area. | guess ny concern is things do happen, and
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heaven forbid that they do happen, has anything been
addressed with any situations to that effect?

LESLIE K ARRINGTON: I|I'mreally not...I really

don't understand your question, but | don't see...l don't see
a problemw th increasing the nunber of wells. W wll be
reduci ng the pressure on the coal bed nethane that's down
there and | really...l don't see a problem The wells are
cased and only the seans that we intend to stinulate are
opened up and so on. | nean, | really don't see a problem

ELLEN VANCE: But you don't know for a fact?

That's just fromwhat your experience has been.

LESLI E K. ARRI NGTON: From our experience, there is

not a problemsituation there from our experience.

RI CHARD LYLE TOOTHVAN, JR : It's inportant to note

t hat coal bed nethane wells are operated at very, very |ow
pressure, too. And again, that's one significant difference
between this and a conventional well which, you know, you nay
have a thousand pounds of well head pressure. These things
are operated at |ess than ten pounds of pressure at the

surface. So you don't have a dangerous bl owout situation.

I f you put ...the reason we punp the water off is that it
takes very little to actually kill a well, which in our terns
means that it will not produce any coal bed net hane because
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they are at very | ow pressures.

The only other thing that I'd like to point out is
that the significant portion of pipeline power and everything
inthis imediate area is already in place on 80 acre
spacing. So what we're tal king about addi ng woul d be sone
well sites, but would be sone very snall pipelines and so
forth in relationship to this existing area. Mst of the
surface danmage is the big pipelines that transport the gas
out and have al ready been install ed.

BENNY WAMPLER: Let nme try to go to her question at

a different angle with the engineer. Wen you drill these
additional wells and you gain this additional interference,
if a person, a honeowner, has a water well that may have a
little bit of gas in it now but not a whole lot, is it...in
your professional opinion/judgnent, is it going to increase
the volune of water that that person m ght have comng into
their well?

RI CHARD LYLE TOOTHVAN, JR: Is it going to

i ncrease the anount of water?

BENNY WAMPLER:  Anmount of gas, |'msorry. The

anount of gas comng in?

RI CHARD LYLE TOOTHVAN, JR : No. In ny

prof essional opinion, | don't think so. By putting

47



© 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

additional wells and you're drilling the pressure down, if
these wells are producing and active, it's easier for it to
flowinto these wells bores at very | ow pressures than it
woul d be into a water well, in ny opinion.

ELLEN VANCE: | have one other question pertaining

to water. Not everyone up in this area is on city water, if
you should say. Wat happens if these | andowners actually

| ose their water source, which is punped froma well, a water
wel |l or reservoir?

Rl CHARD LYLE TOOTHVAN, JR.: You want ne to answer

that, Les, or do you want to handle that?

LESLI E K. ARRI NGTON: Il will. Wat we do, and |

hope we've been to your residence there. Wat we do prior to
us going in any area, we send out a conpany, EM, and they do
an entire water survey of that area, and before we go in to
drill any wells, we have that survey done. Wen the well
permt is submtted, they then go back again and they do a
survey within 750 feet of each well. W have a sanple of
that person's well. W have...we do an interviewwth the
person that lives there to know a little bit of history of
that well. So if there is a water problem you know, we've
got sone prior history. Wen a person calls and says

sonet hi ng happened to ny water well, we're required by the
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State reqgul ations, any water well or water source within 750
feet of that well, we're required to take care of that
problem And to this date, have we had any water conplaints
associated to drilling down here...to drilling, no ma'am we
have not. W have had sone other situations where we've had
to take care of water. There wasn't anything associated to
drilling.

Now as far as the gas situation, the question you
asked, we...to stinmulate a coal seam we cane up with a
formul a that we done ourselves and the State kind of asked us

to do that, and we don't stinulate any coal seamthat is

cl oser than 500 feet below the bottomof that water well. So
if you have a water well, say, at 100 feet, the first coa
seamthat we can stinulate will be at 600 feet. So we've

always...we try to evaluate all those water wells and know
that we're at m nimum 500 feet below the bottom of that water
wel | .

RI CHARD LYLE TOOTHVAN, JR : And that's for any

well that falls within 1500 foot?

LESLI E K. ARRI NGTON: Yes, sir.

RI CHARD LYLE TOOTHVAN, JR : So | a hypothetically,

a wll...let's say, right here, we draw a hypothetical 1500

foot circle around that and survey within that point and a
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water well, even if it's 1480 foot away, whatever the depth
of that well is, we will stay 500 foot bel ow that deepest
part of that well.

LESLIE K ARRINGTON: Yes. And along with that, if

there's not a water well within that circle, the | owest point
in elevation that we can find on that topographic map, then
the closest the coal seamis 500 feet bel ow that | owest

el evation. So we always, in stinulating, we try to stay 500
bel ow t he bottom of the deepest water well, or the | owest
point in elevation within 1500 feet.

ELLEN VANCE: But if that did happen, you guys do

step in and nmake anends to that?

LESLI E K. ARRI NGTON: Yes, nmp'am we do.

BENNY WAMPLER: M. Brent.

MASON BRENT: In this slide, in the area there, the

Nora, there's roughly 40 wells in that area right now How
many additional wells would you estimate would be required to
achieve the interference, the economc interference, with the
wel | ?

RI CHARD LYLE TOOTHVAN, JR : Les, you've done a

nunber - - -.

LESLI E K. ARRI NGTON: | do...our nunber...|'ve done

a quick review of the topography, property, spacing up in
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that area and |'mestimating according to easenents, right-
of -ways, acquisitions, between 20 and 25 additional wells.

If I don't get the 20, you know, we just don't get there.

But it's sonewhere in that neighborhood. | think 20 would be
a good nunber.

BENNY WAMPLER: In that area, there's a |lot of the

Cakwood units that haven't had any wells drilled?

LESLI E K. ARRINGTON: Up here?

BENNY WAMPLER:  Yes.

LESLI E K. ARRINGTON: | believe---.

BENNY WAMPLER:  According to the well...let ne...

maybe I'm |l ooking at two different areas. This map.

LESLIE K. ARRINGTON: |'d have to | ook at the map.

There m ght be on the eastern side. Yes, over on the
eastern edge, the eastern side.

BENNY WAMPLER:  Ri ght.

LESLIE K. ARRINGTON: That's where we're acti ve.

Ri ght there on the eastern road, that's where we're active
ri ght now.

BENNY WAMPLER: So there wll be?

LESLI E K. ARRI NGTON: Yes, there will be for 80

acre spacing. Yes.

BENNY WAMPLER' M. W/ son, do you have any
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comments for the Board, questions?

BOB W LSON: No, sir.

BENNY WAMPLER:  Wyul d you go to the slide again,

pl ease? Les tal ked about the financial aspect here. The

well...yes. Maybe I'mthe only one, but | think I'd like to
hear the two proposals again. | won't if the rest of you
woul dn't benefit by that, but if you will, go through those
agai n.

MARK SWARTZ: What, the two orders?

BENNY WAMPLER:  The orders...yes, what you're

asking us to do.

MARK SWARTZ: Les's concept, which he has slowy

brought nme around, Les's concept will be for the nunber three
wel |, you would make four cal culations. You would put the
anount of acreage in each of these four units, this piece
here, this piece here, so forth. Over 60 acres you have four
per cent ages.

BENNY WAMPLER: That's anytinme a well is outside..

isinside the drilling unit? | nean, is it outside the
drilling unit, but inside the---.

MARK SWARTZ: The offset area.

BENNY WAMPLER: ---the offset area.

MARK SWARTZ: The...well, let ne back up even nore.
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The reason we're not tal king about well two, just to rem nd
everybody, the Board or the predecessor of this Board, nade a
determ nation, a policy decision, that if we're 300 feet off
a boundary, off a unit of boundary, that it was fair to
assune, or safe to assune, that nost of the production was
going to cone fromthat unit. You'll notice today that Rick
was using a 300 foot frac length. | think initially when we
were in the field, we weren't sure where we were going to be
on our frac lengths and | think there was specul ation that we
m ght be further. He's using, you know, for their own
pur poses in the conpany, a 300 foot frac length or frac w ng
inall directions as an assunption of the area that you frac
and that you've inproved your drainage. So that the science
and the experience, | think, of what would conme is probably
validated in retrospect to this 300 foot offset, but there
was a policy decision that the predecessor of this Board nade
that if the operator drove in the drilling window, it was
fair and safe to assune that nost of the drainage, if not
all, cane fromthe unit. So we're not talking about unit
two. The only tine that this allocation becones a problem
and the order so provides that if you're in the drilling
w ndow, you're fine. The only tine that this would be an

i ssue would be if you're in this area between the drilling
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wi ndow and the edge of the unit, wherever you are. And as
you can see, since this is a 60 acre unit, there are...you
know, there's a possibility if you just have two units. You
know, you're not necessarily going to have four units every
time. If you nove this over here and you put a well here,
you know, the 60 acres would only enconpass two Gakwood
units. But the idea is that you woul d cal cul ate the acreage
of a unit in the 60 acre square that you're draw ng around
the new well, you would take that percentage and that you
would nmultiply then tinmes the revenue or the production, and
that would flow, in Les's scenario, to for exanple, FF-25,
and then be distributed in accordance with the division of
interests that were established by the Board order or by the
voluntary unit to all of the owners in FF-25. So,
essentially in this exanple here where we've got four units,
the production fromwell three would go to 100% of the people
havi ng real estate ownership, you know, mneral interests, in
a total of 320 acres.

The alternative plan is to | ook at the underlying
tracts, not the Cakwood grid, and | ook at who owns | and or
mneral interests within that 60 acre blue grid and
recal culate their acreage, limted only to that 60 acres.

Then you woul d distribute the revenue and the production from
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the well nunber three only to people who actually own m nera
interests within the blue grid. And that's the difference in
the two proposals.

The adm ni strative headaches associated with the
second proposal, you know, are...l don't knowif they're
extrenme but they're considerable. | nean, because there are
many, many units that we have where we've got escrow issues.

And we woul d have to be back here every tine that happened,
because the escrow agent is not going to take the noney from
our operator without an order. | don't...you know, | don't
know from your standpoint, froma correlative rights
standpoint and a policy standpoint...you know, it's probably

...1f you just look at it on a correlative rights
standpoint, it is probably better to spread the revenue from
wel | three over the maxi num nunber of acres to the maxi num
nunber of people. From a drainage standpoint, the physics of
t he drai nage probably is an argunent against it. It's a
policy decision. And Les and | were joking yesterday
afternoon that if we made a reconmmendati on, you woul d
probably do the opposite because you figure we have a card up
our sleeve. So we decided to just sinply...|l nean, these are
the two options | think that are available to you at a

reasonabl e solution to the allocation. W really can't...|I
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don't see that there is a reason that you shouldn't just
sinply do either one. Beyond that---.
MASON BRENT: Considering the strategy, there nust

be a third.
(Laughs.)
ELLEN VANCE: Be a third.

MARK SWARTZ: Not if you go with the 60 acre unit.

BILL HARRI'S: Let ne ask a question about

pr oducti on.

BENNY WVAMPLER® M. Harris.

BILL HARRI'S: Thank you. | think the testinony

earlier was that if you do drill, for instance

hypot hetically, nunber three, that should increase production
fromthe surrounding four wells because of this pressure
situation. So was that EE-24, EE-25, all of those wll
increase...well, | won't say will, should increase based on
the conputer cal culation or sinmulation?

MARK SWARTZ: You definitely...l think it would be

safe to assune, based on what Rick was telling you, that EE-
25 and EE-24, if you only drilled well three, that there
woul d be an enhanced...there would be a kick to the
production to those two wells. [|I'mnot sure | could make

that stretch down to FF-24.
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Rl CHARD LYLE TOOTHVAN, JR : Well, it's a function

of time. You probably could---. You probably could. It may
not be i mredi ate---.

MARK SWARTZ: Eventually.

RI CHARD LYLE TOOTHVAN, JR. : Yeah, but with tine

definitely.
MARK SWARTZ: And the other thing that's inportant,

and | think that you've seen fromthe drilling maps, field
rul es and assunptions with regard to drilling w ndows and so
forth, really only work if people go in there and drill up
the field. And fromthe maps that we've shown you, | nean,
this conmpany, you know, is drilling up these fields. And so

| think the better way to answer your question, M. Harris,
istosay that | think it is very safe to assune that if
there are 20 additional wells drilled in the area under
consideration and we fill in these holes, there will be
interference with virtually all of the pre-existing wells
fairly quickly, which I think was the point of your question
fromthe standpoint of if this is benefitting all these
people directly, | assune is where you're comng from

BENNY WAMPLER: | guess froma correlative rights

standpoint, |I'mhaving trouble getting outside that box

around nunber three. | don't see how you can get outside
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that box on nunber three froma correlative...you're
essentially overlaying an Cakwood Field 80 acres with...
you're asking for a nodification of that field here in these
i nstances where you believe that an additional well could go
in. It's not |like just saying nodify OGakwood to all ow
additional wells. It's saying we're going to go to 60 acre
spacing in these certain instances. To ne, when you do that,
then you do have, in ny mnd, you have...in order to have
correlative rights protection, you would have to go to those
parties within that. So |I guess if that was your scenario..
| believe that your scenario, |egal scenario, has to work,
not being a lawer. W've got two here at least. But in ny
opi nion, you would have to go to giving all those parties
within that three unit the right, and only those parties
within that three unit, the right to el ect exception

MARK SWARTZ: |'mnot going to argue with you

That was, you know, ny proposal, but the nore | thought
about, you know, Les's proposal, | had less and | ess
objections to it. | nean, you know--.

LESLIE K. ARRINGTON: The problem | see with that

iswith ...we'll call...we'll reference it as nunber three,
with nunber three, as | thought about that, that woul d cause

you to have to cone back before the Board to establish one,
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the drilling unit; two, you would have to repool...once you
established that unit, you' d have repool it and establish, of
course, your escrow accounts and that's the reason for ny

pr oposal .

MARK SWARTZ: Well, except, you know, once Les and

| started tal king about that because he had...you know, the
pooling...let's assune that the Board has...just for the sake
of this discussion, let's assune that the Board has pool ed by
order the four units that we're tal king about. All of the
coal bed nethane rights of everybody | eased or unl eased and
vol untary pool ed or involuntarily pooled in those units have
been obtai ned by Board order. So, you don't need to repoo
anything. But what you do need to if you're going to go on
the...if you're going to pay on well three to a drilling unit
that you guys are creating, because essentially what
you're...Benny is right. You're overlaying a set of hybrid
field rules over a field and over units that have already
been pooled. What | provided in the two draft orders was
what woul d...what should an operator file with M. WIson
when seeking a well permt for well three that would give the
DGO and through the DEO, the Virginia Gas Gl and G| Board,

t he docunentation that you needed to be sure that production

59



© 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

was all ocated appropriately? And what | provided was a 60
acre plat, okay, and under the scenario that Benny and | are
di scussing right now, it would be the property interest and
the divisions of interest of the acreage of the individuals
or under the other scenario, it would be a plat providing the
four percentages in this exanple and a certification by the
operator that the plat was accurate, you know, just |ike we
al ways do and that the allocation procedures were accurate.
The only step that | think you would...the additional step
you woul d need beyond making the requirenent that the
operator, when they apply for a well permt, that they supply
the information that's required to nake those all ocati ons.
The next step...then the only additional step would be a
Board order...or | think on a m scell aneous petition, to get
an order requiring the escrow agent to take the noney
attributable to conflicting clains within the blue unit.

BOB W LSON: M . Chai r man.

BENNY WVAMPLER M. W/ son?

BOB WLSON: | think one thing that needs to be

considered here is that, under this proposal, the Board is
bei ng asked to authorize floating 60 acre units to be pl aced
in there wherever the operator feels the need for them

We've already heard testinony that indicates that these
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additional wells will interfere with the existing wells that
are there. That's the whole purpose. It may be benefici al
and it may not be beneficial. | don't think the jury is
going to be in on that for a while. To sone degree, |
believe that the recovery of gas is being significantly
speeded up. | don't think there's any doubt about that.

| think probably, again in the long term the
cunul ative effect is not going to be knowmn for a long tine, |
woul d suspect. But | think the major question is, or the
maj or consideration, is the fact that however this is defined
froma correlative rights standpoint, you need to acknow edge
the fact that you are affecting wells that are already there
inunits already established by the Board and the Board is
now bei ng asked to authorize additional units that are going
to float around the grid, which are going to effect that
previ ous authori zati on.

| see two different things that have to be done.
Nunber one, there has to be a decision as to whether there
are going to be additional wells allowed in these units at
all before there's even any necessity to consider the
correlative rights aspects of it, and nmaking sure that it
fits inwth the existing field rules, if they are

aut hori zed, and then the determ nati on of how the correl ative
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rights are going to be addressed. | do see the possibility
of sone adm nistrative nightmares in sone of these scenari os.

LESLI E K. ARRI NGTON:  Yeah.

BENNY WAMPLER:  See, we've gone to---.

Bl LL HARRI S: Yeah, screen saver nobde.

BENNY WAMPLER:  ---screen saver. But, you know, |

guess...l'"mnot trying to turn this into a debate back and
forth between M. WIlson and nyself. But in nmy view, here
again, if you have this overlay of the OGakwood Field with
these 60 acre units at the operator's discretion, all other
provi sions of the | aw woul d apply, which would nean you woul d
have to cone in and you woul d have to establish and you woul d
have to go through the pooling. You would have to do that,
inm view, in order to protect those correlative rights just
as you're saying. | nean, you could have folks in that..

j ust because they've been pool ed and because you' ve had that
hearing before on the 80 acre, | don't think we can just

di spense with it and say we've been there before and we don't
have to do it again for 60 or 40 or 20 or 10. | think that
each tinme you do that the provisions of |aw woul d be
retriggered. | think that would help the sanity of the

adm ni strative aspect of it because you' d have that record

ongoi ng.
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MARK SWARTZ: And we don't care about that either.

| nmean, the problemwe have is we know that the reality is
that infill drilling here makes a | ot of sense for a |ot of
reasons. The code only allows us to drill increase density
wells if we have a mne plan. W're not going to submt sone
bogus mning plan in an area where we're not mning and we
don't have immediate plans to mne. So, | nean, our only
choice is to sonehow to nodify the OCakwood Rules to nake this
happen. And if the Board feels that, you know, we need to
cone back and pool 60 acre units, you know, we'll be back
pooling 60 acre units. | nean, |---.

BENNY WAMPLER.  |'mnot trying to create, you know,

work for work. |I'mjust trying to make sure if we do
the...if the Board does this, that we---.

MARK SWARTZ: It's not going to run us off.

BENNY WAMPLER. ---retain all other provisions of

the I aw and people's rights are protected, you have a right
to cone back each tine. |If they cone to your property, you
have a right to cone in here and state...and state, you know,
your reasons.

BILL HARRIS: Could we get the slide back up?

RI CHARD LYLE TOOTHVAN, JR. : Yeah. O that?

BILL HARRIS: Yes...yes, sir. | guess, one of the
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| guess comment or observation, and this is what we're

tal king about, if you are a surface owner or a clainmant to
the mneral rights and you' re at that upper left corner of
the FF-25 black drilling w ndow and you' re overl apping into
the blue area. So, if you drill the nunber three and go with
one of the proposals that everyone in the blue, and only in
the blue, benefit royalty wise, then I'mgoing to get noney
fromthat well production. Now, |I'll also...the proposa
is...l nmean, the assunption is engineering w se, and again
conputer generated wise, is that FF-25 should increase
production---.

MARK SWARTZ:  Ri ght .

BILL HARRIS: ---based on the theory of what's

happening with the pressure. So, |I'mgoing to benefit both
ways. Now, if I'ma |and owner down anywhere el se near FF-
25, now |'mnot going to get the increased royalty from
nunber three----.

MARK SWARTZ: Correct.

BILL HARRIS: ---but | would expect, again assum ng

that these projection are accurate, an increase in royalty
anyway because FF-25---.

MARK SWARTZ:  Ri ght .

BILL HARRIS: ---is going to increase. | don't
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know. | guess I'mjust trying to westle with it nyself.
"' mnot sure what the best way to go.

MARK SWARTZ: Well, an argunent...a correlative

rights argunment is...a counter argunent is that every...
everybody benefits because, whether or not they're in the new
unit, there is an enhanced production fromthe existing well
which the slide...you know, | mean, this is not a conputer
nodel. This is actual. GCkay, and when we...when we...when
we had 80 acre spacing, this is where we were. Wen we went
to 40 acre spacing in the sane area by infill drilling, this
is where the existing wells went, the production went up on
average, and this is where the new wells went. So, | nean,
this is not a nodel. This is reality. This happened, okay,
in the Cakwood Fi el d.

So, the people in the current drilling units
receiving royalties would benefit no matter what. Okay, the
peopl e then who were...had mneral interest within the 60
acre units would benefit fromthat production in addition.
But everybody woul d presumably receive a benefit fromthe
i nterference.

One thing that...and I'mnot sure that M. W] son
isn't mxing appl es and oranges or maybe not, but

interference is not drainage, okay. And what...when we're
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using the terminterference, we're saying that interference
is the result of lowering the reservoir pressure which allows
the gas to desorb.

BILL HARRIS: So, it has a positive effect on the

pr oducti on.

MARK SWARTZ: (Ckay, so it not...we're not...we're

saying that well three is going to interfere pretty quickly
w th EE-24 and EE-25 because it's going to tend to decrease
the reservoir pressure in the vicinity of those other wells,
which allows nore gas to desorb to them and that over tine
it may, in effect, interfere with the wells to the south of
it over nore tinme. W are not saying that the well in the
center of that 60 acre unit is draining gas that would be in
the foreseeable future recovered fromFF-25 and reducing its
ultimate recovery. | nean, if you |ook at the production..

the projection, if you just | eave an 80 acre well alone, here

is where it is at 10 years. |If you...if you add wells and
infill drill like we're talking about, here is where they are
collectively in 10 years. So, | nean, it's not like there's

going to be |less gas com ng out of FF-25 or EE-25 over tine.
We're projecting collectively, you know, there's going to be
nmore. That's the drainage issue. | think when M. WI son

was talking, | was a little concerned he was thinking that...
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saying that interference was a synonym for drai nage and
really in the---.

BOB WLSON: No.

MARK SWARTZ: ---you know, unless you get out to

infinity.

BOB WLSON: No, I...I really have a pretty good

grasp on what you're tal king about. But the very fact that
you are saying you're going to establish communication to

sone degree in that reservoir, what |'msaying is that you're

affecting that other well sonmehow or another by drilling
these extra wells in...in these units. Your science
indicates that it's going to be beneficial. Your science is
pretty short term |'msaying that | don't think you know

over the |long haul whether the cunulative is going to go up
on all of those wells or whether it's going to cone back
thicker. |1 would...l think you've nade a pretty good case of
the probability that the cunul ati ve woul d be affected
positively as well as the initial.

RI CHARD LYLE TOOTHVAN, JR : For a point of

clarification, and nmake sure that | wasn't m sl eadi ng, you
have to look at it froman acreage position, M. WIson, that
the cumul ati ve over an acreage position wll go up and

science tells you that it will. |If you |look at a particular
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well, you can't say the cunulative will go up because it
doesn't make sense.

BOB WLSON: Exactly.

RI CHARD LYLE TOOTHVAN, JR : | nean, there's only a

finite anount of gas that's there. | can't put a thousand
wells in a 40 acre unit and give you half a bcf per well.
It's not physically possible. |[If you |look at a particul ar
acreage position, the nore wells that are in that acreage,

t he hi gher percentage of the gas in place will be recovered
because of all the beneficial effects. So, if you' re | ooking
at ultimate recovery per well, the potential is to have
slightly less ultimate recovery per well when you tighten up
spacing. But ultimately across an entire area, you wll have
much better gas recovery.

BOB WLSON: And that's...that's ny point is in

this particular exanple the EE-25 wll, by virtue of drilling
the nunber three, would quite possibly have |ess ultinmate
recovery then it would if you did not drill well nunber

t hr ee.

Rl CHARD LYLE TOOTHVAN, JR.: That's correct.

BOB W LSON: In that i nstance, what is done here is

going to affect the revenue in that well depending on the

type of correlative rights argunent the Board ends up
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accepting here.

RI CHARD LYLE TOOTHVAN, JR : Two...two things that

wi |l take place that you have to | ook at when you're...when
you're truly tal king about the economi c benefits is that your
ultimate recovery may be down. Meaning, that over forty
years, you may not recover as much gas. But you are
accelerating the recovery of that gas. So the tine val ue of
money tells you that because of the acceleration, that it's
worth nore to us and/or the royalty interest owners because
you're getting that noney now. That's what you have to
wei gh. That's what we wei gh when we take a | ook at 60 acres
versus 40 acres or any other spacing is in order to go to 40
acre spacing, it requires a much larger investnent on our
part and we have to look at the ultinmate recovery as well as
accel erated production and what other gas price forecast
you' ve got because it does inpact as to the true...if you
want | ook at rate of return or net present val ue on an
i nvestnment as to which is best.

Forty and 60 acre spacing are fairly close and we
presented that again a year and a half ago. From a
correlative rights standpoint, that's why we opted for 60
acre spaci ng because we wanted to mnim ze the anount of

roads, power lines and so forth when we did the Mddl e R dge
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Field Rules, and that's really why we're here today because
on today's gas price forecast...|l shouldn't say forecast, but
at $5 gas, it would nmake sense to sone extent to conme in here
and try to do this on 40 acre spacing. It's jut not our
belief that that's going to happen over the next 20 years.
We'd love for that to happen. But we're not banking on that
at this point in tine.

BILL HARRI'S: Just a point of information, when you

drill a well what is the expected |[ife of that? | know it
probably varies depending on what field you're in. But |'ve
heard you nentioned 20 years and 40 year. | nean, when you
drill a well do you expect it to be there for 20---?

Rl CHARD LYLE TOOTHVAN, JR. : Yeabh. For a coal bed

methane, it is a...it is alowrate, long termtype of well.
It's sonmething that we're | ooking at 25 to 30 life very
easily.

BILL HARRIS: It's typical.

RI CHARD LYLE TOOTHVAN, JR : The exception to that

is areas that we deal, or areas that we are going to m ne
and we interrupt the life of those wells because we underm ne
these wells and have to plug and abandon them prematurely.
It's not on an econom c basis. It's because of the mning

process.
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Bl LL HARRI S: Yeabh. But now with this other

drilling, you're...you' re not necessarily...in one sense
you're saying you're shortening that |ife, but you're
i ncreasing production early in that life.

RI CHARD LYLE TOOTHVAN, JR : Well, you know, |

think froma hypothetical standpoint, if you | ook at that
entire grid and all you had was EE-25, regardl ess of what was
established fromthe pool rules, what you do is create a
pressure sink where you produce this well and you frac it.
It's going to produce gas that's imedi ately close to that
wel | bore along the...along the frac. |It's going to be...the
area of influence is going to be very small. Wth tine, that
area influence is going to grow and grow and grow, and I

mean, |'Ill exaggerate that you're clear out here. But that
may take 250 years to get out to sonething |like that.

BILL HARRIS: And this is gas that's mgrating to

that well?

Rl CHARD LYLE TOOTHVAN, JR.: That's correct. So,

when we generally talk about a life of a well and the terns
of interference or we're tal king about the drainage, we're
usual ly talking in economc terns or the life of what we
consider a well bore in 25 to 30 years. |If you look at a 70

year |ife, you know, and assune that, for one, the conpanies
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may not be in business, the casing may not be intact at that
point. So, | don't think it's safe to assune that you have
that type of life out of a well bore.

BILL HARRI'S: Thank you.

BENNY WAMPLER:  So, everybody understands that we

have...you know, what we have in place right nowis the
Cakwood Field Rules, 80 acre spacing. Before when we

nodi fied the field rules, we extended the field and change
the size of the units for various geol ogi c reasons.

In this case, and this won't be the only case, |
woul d predict where people in various field rules can nake
this same type of showi ng that increased density wells wll
up the production and what have you. The question | guess
is, is that a nodification of that field rule or is that
different field rule? And | can understand why it would be
proposed as a nodification because you've got all of this
history out there at 80 acres to cone in and try to say
"okay, we want it all to be 60 acres” is a whole different
nightmare. | understand those points. But just to frane it
in the Board's mnd where we are with the question before us.

That's why | used the termoverlaying with these type of
units. | think if that nodification is approved, that's the

nmost appropriate way to look at it.
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MARK SWARTZ: We definitely are not interested in

unringing the bell on all of these other units, | nean, this
pre-existing units or these pre-existing wells. You know,
they need to remain intact. It would be a nightmare trying
to unravel that.

BENNY WAMPLER: | understand. | was just---.

MARK SWARTZ: Right. | just wanted to put the...|

like to agree with you---.

MARK SWARTZ: ---because we don't...we don't want

do that. W don't want go there.

BILL HARRI'S: | have one other question and then

["Il...1 know | ask |ots of questions.

BENNY WVAMPLER M. Harris.

BILL HARRI'S: Could you just refresh us sonewhat

about the current...how we handle the royalties now? Is it a
percentage of acreage or surface acreage in the...in the unit
and that's it?

MARK SWARTZ: Right, in a frac situation, which is

what we're tal king about here. W're not tal king about gob
gas or, you know, longwall panel. You would literally
currently would get like in EE-25, if Joe had two acres in
that EE-25 drilling unit, you would take two acres divided by

80. That would give himhis percentage, which would be his
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undi vided interest, and that woul d be his percentage of the
royalty. That is literally howit is currently done.

Now, with regard to...just to confuse this because
there is a track record for allocating production on a
different basis. You know the gob gas that we've tal ked
about, which is OGakwood |11, when a |longwall panel is mned in
gobs, there we take the panel, we draw--.

BILL HARRI'S: Projection.

MARK SWARTZ: ---it over the units---.

BILL HARRIS: Yeah, it's the projection on---.

MARK SWARTZ: ---and we do the kind of percentage

allocation on a unit by unit basis as opposed to an ownership
basis that Les was tal king about here. So, there...now,
that's a different kind of production. But it's...you know,
that's the way it works with Gakwood I1. But this
is...we're tal king about an overlay on the Gakwood | only
pertaining to frac wells.

BILL HARRI'S: Yeah, | just needed that---.

MARK SWARTZ: It's okay.

Bl LL HARRI S: "' mnot sure.

BENNY WAMPLER: | guess, you know, the one thing

that the Board has an option to do if it wishes to, you know,

have tine to think about this is carry it over to the next
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1 tine. Cbviously, that nmakes it a little nore conplicated if
2 we have Board nenbers not here...you know, other Board

3 nmenbers that weren't here this tine and sone of us not here,
4 that nmakes that conplicated too.

5 BILL HARRIS: Yeah. It just---.

6 BENNY WAMPLER: | ' m not suggesting that. [|'mjust
7 sinply rem nding you, you have that option if you're

8 uncertain about the request.

9 BILL HARRIS: Well, let nme...l know ! said |'d be
10 quiet, but one last thing...well, we |lost our---.

11 RI CHARD LYLE TOOTHVAN, JR : | can get it.

12 BILL HARRIS: |'msorry.

13 RI CHARD LYLE TOOTHVAN, JR : That's all right.

14 (Rick Toothman fixes the projection.)

15 BILL HARRIS: M. Arrington's proposal then is even
16 though we're drilling in...we're drilling nunber three, that
17 those four 80 acre units basically will receive royalty---?
18 LESLI E K. ARRI NGTON:  Yes.

19 BILL HARRI'S: ---because it overl aps?

20 LESLI E K. ARRI NGTON:  Yes.

21 BILL HARRI'S: Any anount of it that overl aps,

22 you're saying?

23 LESLI E K. ARRI NGTON:  Yeah.

24
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BILL HARRI'S: Because it would probably affect the

wells at sone point in tinme, the 24 or 25...well, you know,
the EE and F...FF, | guess it is, or whatever, so those four
80 acre parts that already overlapped, you' re basically
sayi ng production fromwell three, this is your suggestion,
and for royalty owners distribute that all over all four of
t hose?

LESLI E K. ARRI NGTON: That's correct.

Bl LL HARRI S: So, the 60...the 60 acre wi ndow her e,

is that the one in blue---?

LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: Ri ght .

BILL HARRIS: ---is only for the purpose of

drilling and | ocati on?

LESLI E K. ARRI NGTON: The only purpose for the

rectangle that | have on there, that 60 acre---.

MARK SWARTZ: It's a square.

LESLI E K. ARRI NGTON: Yeah, square, |'msorry.

MARK SWARTZ:  Squar e.

Rl CHARD LYLE TOOTHWVAN, JR. : It's a formof a

rect angl e.

LESLI E K. ARRI NGTON:  Yeah.

LESLIE K. ARRINGTON: The only purpose for that is
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to be able to allocate their...that proportional part wthin
each unit.

MARK SWARTZ: It's to pay royalty. That's the only

reason for that.

LESLIE K. ARRINGTON: To pay royalties, the only

thing there. Then your existing orders and everything el se
are in place that allocation is allocated to, say, unit FF-
24, and all owners within FF-24 are paid the one-eighth of
their proportional part there. And as you said, the
interference that you're going to eventually create for FF-
24, EE-24, EE-25 and FF-25, everybody is getting their
proportional part of that, you know, for their unit. Now,
when you drill three, you pay everybody equally fromthe
production fromthat well.

RI CHARD LYLE TOOTHVAN, JR. : The nore | think,

especially with M. Wlson's comment, | tend to |ike Les'
approach sinply froman acreage standpoint, |ike he said,
froma per well, yeah, everything is conputer sinulated in

this area. W do have the exact evidence in other areas as
far as the production and Mark has alluded to. But if for
sone reason, you're accelerating recovery fromthis well and
ultimately could reduce the reserves here, this guy is going

to care because he's going to get an accel erated recovery.
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If it potentially does take sone reserve here,

his nmoney up front and he's benefitting fromit

concern of the Board.

Bl LL HARRI S:

of ---7?

RI CHARD LYLE TOOTHVAN, JR

So, pay ne now or

| ater. Mbst of us woul d rather

today than a $1,000 a $1 a year

Bl LL HARRI S:

RI CHARD LYLE TOOTHVAN, JR

Yeabh.

you're looking at. Utimately,

Pay nme now or

have a $1, 000 i n our

| nean,

this well

pay ne | ater

could still

he's getting

if that's a

ki nd

pay ne

pocket

t hat' s what

benefit

over even the long term because of the ultinmate draw down of

the field. But - - - .
MARK SWARTZ:

Bl LL HARRI S:

MARK SWARTZ:

Wl |, except---.

Vel ---.

---if you look at...if you | ook at

FF-25, it may produce | ess gas over 30 years if we drill

t hree, okay.

RI CHARD LYLE TOOTHVAN, JR

MARK SWARTZ:

On the other

That's correct.

hand,

if we drill

the net present value of the production fromFF-25 is

probably greater.

RI CHARD LYLE TOOTHVAN, JR

78
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MARK SWARTZ: So, | nean---.

RI CHARD LYLE TOOTHVAN, JR : | nean, they're

benefitting---.

MARK SWARTZ: You know, to | ook at a volune of gas

over a 30 year period is not the point of this exercise.

RI CHARD LYLE TOOTHVAN, JR : No. | don't disagree

Wi th you. The point is, is the ultimte recovery...they're
going to benefit in this well, no matter how you allocate it
and both are, in ny opinion, viable alternatives. This well
is going to...well, let's pick one closer. This well wll,
but it will take a long tine. But the closer you are, the
qui cker you're going to see that benefit and net present
value. M. WIlson has alluded that, you know, |ike |I said,
we're not making additional volunmes of gas in here while
we're producing. There's a finite anount of gas that's
there. W are accelerating the recovery, which neans we're
getting the tine value of it. And because we ultinmately can
pronote nore interference and can draw the reservoir pressure
| oner than we ever could with four wells, unless we |ook at a
100 life. If you nake the assunption of a 30 year |ife, then
this additional well is going to inprove the recovery of al
of these wells across this entire acreage position. On an

i ndividual basis it would be slightly less. Just the rough
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cal cul ation of doing that on the nodels as far as what was

al ready presented, you're |ooking at an average recovery on
80 acre spacing of around 550 mllion cubic foot of gas in 10
years time for each one of these wells. If you infill with
the additional well here, then the average well w || produce
500 mllion cubic foot of gas. So, it's a per well reduction
of 50 mllion. But you're getting all that production up

front and across a given area, you're recovering 250

additional mllion cubic feet. That's just in 10 years tine.
BILL HARRIS: | have a third proposal then, in
ternms of noney, why not just drill the well and whatever

proportion people are getting in their individual cells, just
i ncrease by that...you know, by whatever percent. |n other
wor ds, you have a production for the four units, four 80 acre
units, because of the well drilled and...in other words, the
all ocation woul d be spread over all four of those.

MARK SWARTZ: Ri ght .

RI CHARD LYLE TOOTHVAN, JR : | think that's exactly

what Les is---.

BILL HARRIS: Wthout...without regard though to a

percent in those. You' re saying the |ower corner of three
where the green lines are that that proportion be allocated

to the cell that FF-25 is in.
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RI CHARD LYLE TOOTHVAN, JR. : Well, the only

difference that you're pointing out is that if well nunber
three is located right there and you did draw a 60 acre
spacing around it and that would be allocated to all six or
to only two?

BILL HARRIS:  Well---.

RI CHARD LYLE TOOTHVAN, JR : And that's why---.

BILL HARRIS: ---ny proposal, | guess, is to

whi chever ones it overl apped that those were the ones that
woul d benefit.

BENNY WAMPLER: | think you've got a correlative

rights issue on that personally. | don't...you know, if you

go to, what is that 0024 and 25, the one above there, | don't

thi nk we've had any testinony to show that...any evidence to
show that drilling three is not going to communi cate with 24
and 25, you know, any kind of docunentation to that effect.
We're | ooking and | ooking at that box that we're tal king
about, but we don't really have any...any testinony---.

MARK SWARTZ: Well, we're already there, though.

mean, you know, you need to...you need to keep in mnd that
field rules are a governnental solution that hopefully apply

sone fairness to sharing a resource. They're not a perfect

solution. | nmean DD 24, DD 25, EE-24 and EE-25 are in theory
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interfering with each other already. | nean,---.

BENNY WAMPLER: | understand that.

MARK SWARTZ: ---and the Oakwood Fi el d Rul es,

everybody knew that, you know, and said this is a reasonabl e
way to deal with correlative rights issues, econom c isSsues,
recovery of reservoir issues and it's not...nothing is ever
perfect, you know. If you didn't want a well to interfere

wi th a neighboring well, you'd be in the 300 year range, you
know, to drain, you know, 640 acres. So, you know, that's
already on the table. The question really is, is the current
field rule...do the current field rules---?

Rl CHARD LYLE TOOTHVAN, JR : VWhich were established

back in---.

MARK SWARTZ: | guess '89..."'90.

RI CHARD LYLE TOOTHVAN, JR : ---1990, which was
prior to a whole lot of drilling. So, you know, the point
is, as Mark is saying, | nean, at the tine, that was the

information that we had, that said that 80's should be
adequate. It's not uncomon in any oil and gas situation,
coal bed net hane or otherwi se, and | can allude to other
basins that are also going through this sane dilenmm, that as
we drilled and acquired additional information over the |ast

13 years, it suggests that it's probably not adequate. It's
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not the best way to recover the resources, that we can do a
much nore efficient job to protect ourselves and all the

m neral interest owners in the area. And now because of the
particul ar nmechanismof the 80 acre spaci ng, you know, we
have to conme up with sone...sone technique and be fair in
doing that and with the squares that we're given, we can't

t hink of anything better to present.

BENNY WAMPLER:  Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

MASON BRENT: Let ne just ask one---.

BENNY WAMPLER: M. Brent.

MASON BRENT: ---nore question before we nake a

motion. |If you take those four units, the EE-24, 25 and FF-
24 and 25, if we go back to what Les said earlier, you
contenplate you'll get a fifty percent increase in the nunber
of wells in this area, roughly 40 or 20s, why wouldn't you be
able to find a place to put that nunber three that's in one
of the w ndows?

RI CHARD LYLE TOOTHVAN, JR : In Kansas it's easy.

I n Kansas every single well would be right in the m ddl e of
that square and you can see that there's already inequities

built. DD 24 is hypothetically draining this area. |s that

83



23
24

a reasonabl e assunption with the well |ocated where it's at?
But this isn't Kansas. Houses, existing roads, rivers,

pi peline, nmountains all conme in. W do the best that we can
with what we're given. W try to, you know, stay on strip
benches and take advantage of natural relief of topography
and well placenent. Unfortunately, it is a task sonetines
even |locating...obviously in locating the first well in this
drilling wi ndow.

MASON BRENT: So, is it a safe assunption...let's

say that FF-24, is it a safe assunption to say that in that
entire unit...well, let's narrow it down within the w ndow
for that entire unit, there's no other place to put a well
except where that well i1s?

RI CHARD LYLE TOOTHVAN, JR : | wouldn't say that

there's no other place, but it would definitely cost us
addi tional noney to get there.

MASON BRENT: Anywhere el se?

RI CHARD LYLE TOOTHVAN, JR : Yes.

LESLI E K. ARRI NGTON:  Yes.

RI CHARD LYLE TOOTHVAN, JR: O it---.

LESLI E K. ARRI NGTON: | can answer that.

Rl CHARD LYLE TOOTHVAN, JR. : ---it would have been

closer to the center of that unit. That is our desire to do



© 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

that, to uniformy space themas nuch as possible. It is not
uncommon for us at tinme to spend as nuch as a $100,000 to
just get a site. But...you know, by standards of places out
west, that's saying site may cost anywhere from $8 to
$15, 000.

MASON BRENT: So then your contention is that,

given that, that neans an additional estimted 20 wells and
they woul d be able to produce zero in this area because
there's absolutely no...due to topographical topography
probl ens or whatever, there are no other areas to put any of

t hose 20 wells---7?

RI CHARD LYLE TOOTHVAN, JR : No. |'mnot sure that
| understand your question. What |'msaying is that if...if
it came up to where were had to put...first of all, the first
unit could not fall in without a special order. So,

obvi ously, we avoid that fromthe begi nning because that

takes a lot nore tinme and effort on our part. Wthin the

w ndow, we are diligent in trying to find a costly |ocation.
"Il say you can do anything for a matter of noney. It is

fair to say that in sone of these areas, if we were forced to

put a second well in this unit right here, it wll cost us

nmore noney than it did to |locate FF-24 at the begi nning and

sonetinmes substantially nore. That would be one of the
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reasons why that...and again with the other housing issues
and so forth, would be why we woul d propose this. If we

t hought we could get away with it and not put any of themin
here, we woul dn't have breached the subject today. But of
reviewing the area, we believe that there is a good
possibility that one or multiple wells in order to find

pl acenent and get a well in that area would have to fall into
t hese boundaries. That's the only reason we're here today.

MARK SWARTZ: Well, the other reason we're here

today, even if we could put wells in the drilling w ndow,
whi ch is your question, the current order does not allow us
to do that because we don't have a statutory or board basis
to do an increase density well in these units. So, we
couldn't even do the two wells.

MASON BRENT: | understand that. | under st and

t hat .

Rl CHARD LYLE TOOTHVAN, JR.: No, that's correct.

BENNY WAMPLER:  Yeah. You were basically just

| ooking at the fact that if we just sinply approve one
additional well in each unit, wouldn't that take you to
where...where you need to be rather than create a...get into
60 acre or sone bifurcated system

MASON BRENT: And what do we do now if an exception
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in the window is approved and we put a well outside of the
w ndow? How are we conpensating sonebody in the adjoining
unit?

BOB WLSON: W haven't had any instances that I’

aware of recently in the Gakwood where we have actually had

to deal with that. |In other areas where | have the authority

to give a spacing exception outside of the w ndow, wherever
the well is drilled, it pays that unit even if it's outside
of the interior w ndow.

BENNY WAMPLER:  That's not conpensati ng anybody

el se.

MASON BRENT: That's what | thought.

MARK SWARTZ: There are a bunch of wells in the
Cakwood Field that are outside the drilling w ndow.

MASON BRENT: Under today's rules, if he approved

nunber three in EE-25, nobody woul d benefit other than the
fol ks in EE-25?

BENNY WAMPLER:  That's ri ght.

MASON BRENT: |If he approved it hinself.

LESLIE K. ARRINGTON: Correct.

MARK SWARTZ: Correct.

BILL HARRIS: Well, that's not entirely true---.

RI CHARD LYLE TOOTHVAN, JR : Well, that's---.
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BILL HARRI'S: ---because, again, you're going to

benefit fromthis interference effect.

MARK SWARTZ: You have the interference benefit,

right. Right.
RI CHARD LYLE TOOTHVAN, JR : Yeah, they wouldn't be

paid anything on that additional production of that well.

BILL HARRIS: But, in terns, on paper, the people

who are designated to receive additional would only be in EE-
257

BENNY WAMPLER:  Yeabh.

BILL HARRIS: Um

BENNY WAMPLER. |'m not going to give you a break

until we deci de.

Bl LL HARRI S: Yeabh. Do we have three decisions in

front of us now of whether or not this doable and then how to
apply it if it is, tw different ways or---7?

BENNY WAMPLER:  You can carry it over to the next

nmeeti ng where you have to make a decision if you want further
study. You can...you have the two scenarios presented before
you on how to pay. But |ike Bob said, the first question
really gets to do you...do you approve of the nodification of
t he Cakwood unit, and then if you do, then you go to the

structure of how do you do that? M. Swartz, if you want to
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frame that in any other way as far as the request to the
Board, you're wel cone to.

MARK SWARTZ: Well, | think what...what the

chai rman has indicated, and the | eader of the D3O as wel |l
perhaps, is that additional drilling ought to require a trip
to the Board to pool the 60 acre units. So, if you're going
to nodify the Cakwood Rules in this area to allow roughly 20
wells additional to be drilled, it seens |ike the
admnistrative preference is that that nodification take the
formof pooling that 60 acre unit, which |I've already said we
don't have the admnistrative...|l nean, we would prefer not
to make that trip. But we're not going to say we don't want
to drill these wells because you're going to make us cone
back.

LESLI E K. ARRINGTON: But | want the cost of that

well if we have to repool that additional---.

MARK SWARTZ: Well, we'll have an opportunity to do

t hat because people wll have an election right at that
point. And so fromthe standpoi nt of what needs to happen,
guess the first questionis, is the Board willing to all ow
additional wells to be drilled in this area if...and nmake
that condition upon us com ng back to pool those snaller

overlay units? So, that would be decision one. Then
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decision two is on that return trip, what is going to be the
ground rules so that we know how to cal cul ate Exhibit B-3
interest in unit and so forth, what is the Board's preference
with regard to addressing the correlative rights issue? |
think we've kind of got the traditional, you can only pay
wWithin adrilling unit or we've got the frame oil filter sort
of you can pay nme now or pay nme later. |Is there sone
correlative rights argunent to be nade that di m nished
production, albeit overtine, would justify spreadi ng the
royalty fromwell three, for exanple, over a large area? |
think that's where you've been struggling, M. Harris. So,
think decision one is we're going to do an overlay with a
return trip to the Board; and decision two is, if that
happens, how is the Board going to provide for the division
of interest within the...the allocation of the production?

BENNY WAMPLER: Is there a notion?

BILL HARRIS: Wll, | nake a notion...and | don't

know where it's going to go, but I'll nove that we...that the
Board allow for a nodification of the field rules in such
manner to allow for the 60 acre drilling units; and the
nmotion also will say that the allocation of royalties will be
determ ned at a later date.

But | firmy believe that we...l just feel that we
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can increase production at a faster rate in terns of getting
the gas, again, at a time value situation so the gas cones
out sooner. | think that's what the State woul d have us do.
But at the sane tine, we're responsible for the correlative
rights issue. And I'mnot really sure what to do wth that.
|"mnot sure that we should throw out the other because we
can't figure out nunber two.

So, ny notion is to allow for a nodification of the
field rules to allow the 60 acre units; and with the
correlative rights issue to be determ ned at another neeting.

And I"mnot sure if that's the best way to do that.

MASON BRENT: What if you...M. Harris, if you...if

you propose that we nodify the OGakwood Rules in this neeting
and to allow for additional wells in the existing units---7?

Bl LL HARRI S: Uh- huh. Yeabh.

MASON BRENT: ---and naybe stay away fromthe 60

acre---?

BILL HARRI'S: Yes, yes. Yeah.

MASON BRENT: ---and that the Board be given a

little nore tinme to study the correlative issue and the Board
w Il decide how we going to---7?

BILL HARRIS: Yeah. | would nodify ny notion for

t hat, vyes.
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BENNY WAMPLER: So your notion then...let ne just

ask for a clarification, your notion then would be to nodify
Cakwood | to allow an additional well in each unit?

BILL HARRIS: Essentially that's what it would...

that's what it would entail.

MASON BRENT: Wthin or without the wi ndow out si de.

BILL HARRI'S:  Yeah.

MASON BRENT: |'mfairly...I"mfairly confortable
wth the size that you' re presenting today. |'mjust not
sure I'"'mnot ready to...l don't think |I've had enough tine to

really think through correlative rights, how to structure the
conpensation to the interested parties.

BENNY WAMPLER. Do you want to restate your notion

then just for clarity and then we'll see if---?

Bl LL HARRI S: Yes. | think the notion now is that

the Board allow for a nodification of field rules in the
Cakwood unit to allow for an additional well in...I don't
know if | want to say each...is there another nane we have
for these wells besides just additional wells?

BENNY WAMPLER. He has got themidentified as...you

can just say as identified in the petition.

BILL HARRIS: As identified in the petition that we

have...that we have before us to allow for that. So, the
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motion is really to allow for a nodification of the field
rules to allow those additional wells.

BENNY WAMPLER: s there a second?

MASON BRENT: | second.

BENNY WAMPLER:  Any further discussion?

(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

BOB W LSON: M. Chairman, ---.

BENNY WAMPLER: M. WIson.

BOB WLSON: ---before you break, there was a

second aspect of this petition as well to waive the

requi renents of the statute that says that no additiona

wells could be permitted in the unit after an application has
been made. I'mnot sure it even is going to apply here
because in the past we have pretty nuch restricted that
restriction to the area that was being applied for

nmodi fication, not the entire field. | don't know if you have

any other permts---.
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LESLIE K ARRINGTON: | don't have any---.

BOB W LSON: ---to submt in there or not.

LESLIE K. ARRINGTON: No, | wanted to get this

approved before we noved forward.

MARK SWARTZ: Well, you've got those eastern units,

t hough, that you don't have wells in yet.

LESLI E K. ARRI NGTON: | believe those are

permtted. |'mnot sure. W need to talk about that.

MARK SWARTZ: Okay, well the---.

BOB WLSON: |If they are to be permtted, then the

Board needs to address that way before---.

MARK SWARTZ: Well, | was going to---.

BOB WLSON: The statute only allows for the Board

to make that exception.

MARK SWARTZ: | was going to ask when you were

done, that you waive...there is a statute that says that

unl ess you do sonething affirmative, the filing of a

nmodi fication request operates as a stay of all permtting,
arguably in the entire Cakwood Field, | nean, the way the
statute is worded. So, | would ask that you entertain the
request that we nade when we filed our petition, that you
provi de that sub-part capital letter F, | guess it's probably

361. 20...361. 15 not apply, and that there be no stay of any
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permts in the Cakwood Field predicated on the pendency of
this notion.

BOB WLSON: And | woul d have no objection to that.

Bl LL HARRI S: | don't think that was the i ntent of

t he noti on. | think it was to all ow--.

MARK SWARTZ: No, unfortunately the law gets in the

way.

BILL HARRI'S:  Yes.

MARK SWARTZ: |'m not sure anybody had that on

their screen except perhaps M. WIlson and us. But---.

BENNY WAMPLER: | think we will have to take a vote

on that. | think we're going to have to specifically
aut horize a waiver of that---.

MARK SWARTZ: Ri ght .

BENNY WAMPLER.  ---provision. So, we'll need a

nmotion to that effect. You want to just clarify that it
wasn't the intent your notion.

Bl LL HARRI S: Yes. Now, how do | do that

officially? 1'mjust going to propose that ny notion...well,
"' mnot sure about the wording. Can we get a reference---?

BOB W LSON: Excuse ne.

BILL HARRI'S:  Yeah.

BOB WLSON: May | assist you with that? If you
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| ook at---.

BILL HARRI'S: Yeah, yeah. | think if | had the---.

BOB WLSON: ---the first page of your synopses

there, you'll see the quotation of section 45.1-361.20(f) is

the bottom portion of that. |If you nerely ask for an
exception to the provisions of that statute, |I think we'll be
cover ed.

BILL HARRI'S: Yeah. Well, | nove then that we...

that we grant exception to that statute of 45.1-361.20(f)
that we...l can't think---.

BENNY WAMPLER: | think you got it.

BILL HARRI'S:  Yeah.

BENNY WAMPLER:  You're okay with that.

DONALD RATLI FF: "Il second it.

BENNY WAMPLER:  That's an exception. And second.

Any further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval
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BOB WLSON: One other thing, | would suggest that

we do not issue a separate order for today's action pending
the conpletion of the correlative rights issue, if that's
acceptabl e to the Board.

MASON BRENT: Say that again. Repeat that.

BOB WLSON: | was suggesting that we not issue a

separate order based on the decision that was made today to
al l ow higher density drilling in the area pending the
conpletion of the correlative rights issues, if that's
accept abl e.

BENNY WAMPLER: | think that was the intent that

we're carrying this until we...until we resolve that. W're
just making the decision of those that had heard evi dence
t oday.

BOB WLSON: |I'm finished.

BENNY WAMPLER: Are you sure?

BENNY WAMPLER: We'|ll take a ten m nute break.

(Break.)
BENNY WAMPLER: .. .just an opportunity...rather

than nake themwait until the end of day, and have an
opportunity to say sonething to us. They have a spokesperson
here. I'Il just let you go over it and take your tine to get

set up and state your nane for the record.
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DONALD RATLI FF:  This pertains to which docket

iten?
BENNY WAMPLER:  None. .. none of the docket itens.
DONALD RATLI FF:  None.
BENNY WAMPLER: He has just requested to address
t he Board.

DONALD RATLI FF:  Ckay.

KENNETH OSBORNE: To start with, ny nane's Kenneth

Gsborne, Roanoke, Virginia, and |I'mone of the Linkous Horn
heirs. 1'd like to thank you, M. Chairnman, and the Board
menbers for letting me present this stuff to you today.

BENNY WAMPLER: Sur e.

KENNETH OSBORNE: |' m the desi gnated spokesman for

t he Linkous Horn heirs. And to sumit up, if | don't
understand it, then | certainly can't express it to them
what's goi ng on.

The particulars right nowis the escrow accounts.
| made sone copies here for the Board. This...when | request
fromM. WIson a copy of the escrow account, this is what |
receive. | nmade sone copies for you all to pass around to
take a | ook at.

(Kenneth Gsborne distributes exhibits to the

Board.)
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My under st andi ng, we have several wells and, for
i nstance...would you |ike one of these?

BOB WLSON: Pl ease. Thank you.

KENNETH OSBORNE: For instance, if you have a

well---7?

BILL HARRIS: Do you have a extra one?

BOB WLSON: Here, M. Harris. | can get one.

BILL HARRIS: | can give it back to you. [I'Il just

use this one and give it back to him

KENNETH OSBORNE: Ckay. |If you have...we have a

well S35 and...l"massuming it's the unit. Wen there's a
S-35-a well and an S-35-b well, M. WIlson told ne the way
they track these escrows is by the nunber itself. So, if you
have S-35-a and S-35-b, the escrow account reflects that.
Ckay, what...what ny problemis understanding...is on the
accounts, if you've got one account representing two or three
wells, | nean, it's hard to keep track of that. M concerns
are...this is a copy of the well productions. | apol ogize
for not having a copy for everybody.

(Kenneth Gsborne distributes exhibits to the
Board.)

KENNETH OSBORNE: This is a copy of the well

production that concerned us or concerned the Linkous Horn
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heirs. Sone of ny questions is, I'mnot...you have...well,
["11 just...1"1l just start with this well right here, which
is S35-a. This is supposed to be a list fromthe tinme this
wel | went into production up until 8/2002. A total net
production, if I'munderstanding this right, this figure here
is 125,369, |'massumng cubic feet, is that correct?

BOB W LSON: It should be a 1000 cubic feet. The

production nunbers are given in 1000s of cubic feet.

KENNETH OSBORNE: I n 1000s of cubic feet, okay. |If

you've got a well, the S-35-a, and fromthe tinme it went into
production 10/99 to the end of this report which is 8/ 2002
and you have a production 125,369 cubic feet. You have a
well S-35-b, went into production 10/99 and this goes to 8 of
2002 and you've got 148, 225 cubic feet. [|If you conbine those
two together as of what | gave you all on the escrow
accounts, this is the current ones | have, which runs from
Decenber the 31st, 2002, the bal ance on that escrow account
is $74,282. 89.

To start with, | have a copy...this is supposed to
be when these accounts...escrow accounts was...the first tine
they were opened, the first deposits that were nade into
t hese accounts.

(Kenneth Gsborne distributes exhibits to the
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Board.)

KENNETH OSBORNE: | f you'll look at the date...if

you'll go through there and you'll find the well nunber S 35,
which S-35 will represent S-35-a and S-35-b. It should be
this page on the very first that | give you. S-35-a, the
production started at 10/99. The escrow account wasn't
opened until January 1 of 2000. So, where...before the
escrow account, where is the funds fromthe production of
that well? The sanme with S-35-b, the well production started
at 10/99 but the escrow account wasn't opened until January 1
of 2000. Where is the funds for that?

So, the first problemis if you' ve got two wells
and there's only one tract nunber to go by, that gets very
confusing. But, again, it doesn't explain where the funds
are fromwhere the well is already punping before the escrow
accounts were started.

BENNY WAMPLER' M. W/ son, do you want to address

that part of the question?

BOB WLSON: | think | can address the delay. The

reports that you have there show production as of the nonth
that it was produced. Those reports don't cone into us until
a mninmumof 45 days later. |In other words, there's always a

lag time between the actual production nonth and reporting

101



© 00 N o o b~ w N P

N N DN R R R R R R R R R
N P O © 00 N OO0 0o B W N B+~ O

23
24

nmont h because there's the process of reading the neters and
having all the accounting done and this sort of thing.
There's always that delay period in that.

Plus the escrow account, the escrow agent, is not
al l owed to accept any funds in that account until they have
recei ved a signed and executed suppl enental order, which
sonetinmes by the tine it gets drafted and circul ated and
recorded at the Courthouse, that actually can be a bit of
delay in getting noney into the account. A, what, two or
three nonth delay that you see in there, I would not consider
it significant. |It's often, as | said, alnpbst two nonths
before that production is even reported. And I'mnot sure,
but I think you would find that the conpanies that do the pay
for...in this case Consol or PGP, run a considerabl e anount
behi nd, probably two nonths behind on cutting checks for a
particul ar production nonth. So, what you see there that was
produced in Cctober probably was not accounted for and
reported until the end of Decenber at least. So, there's
always that lag tinme on production. And, again, there is a
possibility of a lag tinme being able to get it into the
account because if a check shows up at the escrow agent and
we have not provided themw th a suppl enental order opening

that account, they are instructed to return that check to the
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oper at or because they have no accounting for you.

KENNETH OSBORNE: Ckay, but then after the escrow

account gets established, shouldn't that noney be deposited
in that account?

BOB W LSON: Yes, sir.

KENNETH OSBORNE: Ckay. | guess ny point is

production started 10 of '99, for the nonth of 10/99, it says
zero. For the nonth of 11/99, it's 2780 cubic feet. For
12/99 is 1819 cubic feet. You know, what is the percent that
that's paid?

BOB WLSON: Ckay, that...what you' re seeing there

is the total production fromthat well. Under normal royalty
terms and under the terns of the Board pooling orders, 12 and
1/ 2% of that production would be attributable to royalty
owners within that unit. The anount that goes to the escrow
account would be 12 1/2%tinmes the total anmount of the unit
was escrowed. The entire unit probably was not subject to
escrow. | don't know in these cases. |'d have to go back
and | ook, obviously. But if...if 50% of the m neral property
inaunit, for instance, is subject to escrow, then 12 1/2%
of the production tines 50% would go into the escrow account.

KENNETH CSBORNE: Well, all these wells, fromthe

time they went into production until the tinme the escrow
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accounts were established, some of themthere's a three
mont hs | apse. There's one of themthat's a six nonths | apse.
| nmean, fromthese figures |I...you know, | consider that a
| ot of noney. But, if...the two that | just give you the
figure on, the 125,369 and 148,225, that's from S-35-a and S-
35-b, as of Decenber the bal ance on that account is
74,282.89. \Wien you get a well here that has the production
figures of...S-37. You' ve got well S 37, S-37-A and S-37-B.
S-37 produced a 158,543 cubic feet; S-37-a produced...it
only punped for one nonth for sone reason, but it produced
5,310 cubic feet; S-37-b produced a 120,889 cubic feet, which
gives you a total, if my math is correct, 284,742 cubic feet.
But as of Decenber, 2002 that escrow account has
89...%$899.69. So, | guess what |I'masking is how ..how can
there be such a huge di stance of those two anpunts in the
escrow accounts and the punpage fromthe well?

BOB WLSON: |...again, wthout having the Board

orders in front of nme to | ook to see what percentages were
actually going into escrow in each of those units, | could
not really even address your question. But there is a
probability that the very small anmpunt that was going in has
to do with the fact that only a small portion of that unit

was subject to escrow. Again, | can't say that. But
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that's...but that would be ny first thing to consider
probable is that there was just a very tiny percentage of the
unit that was subject to escrow. So, the entire production
is not going into escrow. The royalties of the entire
production are not going to escrow, only the portion of that
unit that was in conflict would be going into escrow. And
these are records that | can pull out and | ook at for you.

But | can't...l can't tell you specifically today.

KENNETH OSBORNE: Ckay. | nean, for the average

Joe like me, if...you know, if I'"'mtrying to track three
wells and by |aw they are supposed to have an individua

escrow account if it's force pooling, and then I've got a

figure just fromone well, and | go back to the well
production and | | ook at the cubic feet that's being produced
and then those figures, and, you know, | know this is hard
times right now for the econony. But, | nean, you know,
what...l can't understand the interest rate on sone of these.

But, regardless, like ne, the average Joe, if I'mtrying to
figure these out it's al nobst inpossible. | nean, what

el se...you know, how el se can you...how el se can the average
person track these?
Then al so on two of the wells for the last four

mont hs, the well was producing but there was no deposits in
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the escrow accounts. And |'ve got...l made a copy of those
for the Board, also.

(Kenneth Osborne distributes exhibits to the
Board.)

BENNY WAMPLER: That may be the lag tine that M.

W1l son was addressing. One thing, obviously, is you need to
understand is when the Board establishes an escrow account,
first we have an escrow agent, and you're aware of that. W
have the bank set up as the escrow agent. The Board has had
all those funds audited by an independent certified auditor.
That account has been reconciled as recently as |ast year.
So, you know, we have confid...you know, confidence that the
process i s working, okay, the noney is going into the
account .

There's this business of those fol ks who are force
pool ed are the only ones that the noney is going into that
account like M. WIlson is explaining. There's...there's
royalty owners that are getting paid directly and that noney
is not going into that account. You would have to know t hat
percentage. You' d have to know what percentage was goi ng
into escrow account per well and then apply that. That
information is on the Board orders. You could go back to the

Board order and get that percentage and apply that to the
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anount that's there and determ ne the anount in your account.

KENNETH OSBORNE: So, what you're saying is take

the Board order for what part represents us, what figure that

i §---7

BENNY WAMPLER: That percentage in that tract.

KENNETH OSBORNE: ---that percentage, and you take

that percentage fromthe overall figure and that's...that's
what gives the Linkous Horn heirs their percentage?

BOB WLSON: Ckay, now the nunber that you wll

have in the escrow account will include all entities who were
subject to escrow. In other words, it would include the

Li nkous Horn heirs, it would include anybody el se in that
unit who was al so pool ed and subject to escrow at that
particular tine. So, it would not be just the Linkous Horn
heirs unless they were the only people who were pool ed under
t hat order.

So, in other words, the nunber that we're able to
give you fromthe escrow agent is the anount that has been
escrowed for that unit. You're talking about having to dea
wth multiple wells. Wat the Board does is pool the unit
itself, that square. It doesn't...it doesn't have anything
to do with the nunber. [It's basically saying that al

revenues that cone fromthat unit are handled in this way

107



© 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

according to the way the order dictates. The nunber that we
give you reflects the total anobunt that has been put in that
escrow account for all parties who were pool ed.

KENNETH OSBORNE: Ri ght.

BOB WLSON: That m ght include the Linkous Horn

heirs. It mght include Danny McC anahan. It mght include
two or three other people. So, to break it out, you would
have to go back to that Board order and see how nmuch of a
percent age bel ongs to the Linkous Horn claimand then

cal culate that according to the total nunber of tracts that
were subject to escrow

KENNETH OSBORNE: Ckay, that clarified that for ne.

That | understand. So, with your other explanation then
about...that would explain...l nean, would this be consi dered
standard procedure of well T-37. Let ne be sure there's not
a connector with that. Well T-37---.

(Kenneth Gsborne reviews his notes.)

KENNETH OSBORNE: |If you'll look on your...this is

the very first escrow deposit for this well. The escrow
account was established 11/3/99, but the well started punping
12 of '98. So we're |ooking at a year there of production
and the begi nning bal ance on this was $5.96. W' re | ooking

at figures, 12/98, 3,936 cubic feet; 1/99, 7,556 cubic feet;
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the next nonth, 6,975; the next nonth, 6,316. | nean, we're
| ooking at 5 and 6,000 cubic feet and the begi nning bal ance
is $5.96.

BOB WLSON: Again, | can't address the specifics

of that because | don't have the information with ne, but

t hat begi nni ng bal ance actually may have been a royalty
paynent. Sonetines if there's a royalty paynent due that's
in conflict, that noney goes in...that's actually the first
deposit that goes into the account. Now, as to that
particul ar delay, again, | can't address that w thout | ooking
at the order. But if the well had been producing for that
period of time and no deposits been nmade during the year, if
t he suppl enental order had been submtted to the escrow
agent, then there probably should have been deposits nade.
But, | can't...again, wthout having the information at hand,
| can't really tell you that.

KENNETH OSBORNE: | guess |I'm asking the Board

t hen, what would be ny next step to find out---7?

BILL HARRIS: Let ne see if | can...l'm|ooking at

T-37 and you had highlighted sone in yell ow.
KENNETH OSBORNE: Yes, sir.

BILL HARRIS: And what you're saying basically is

that that well was producing, but the escrow account doesn't
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start to show a bal ance until later?

KENNETH OSBORNE: Correct.

BILL HARRIS: And that the balance... it doesn't

appear to be in keeping with the bal...production.

KENNETH OSBORNE: Unl ess | just, you know, do not

know what |'m |l ooking at. That's the point I'mtrying to
make because this is the...this is the escrow account from
this well, 11/3...30 of '99.

BILL HARRI'S:  Yeah.

KENNETH OSBORNE: And here's the opening bal ance,

$5. 96.
BILL HARRI'S: Yeah, you're saying that

production---?

KENNETH OSBORNE:  Correct.

SHARON Pl GEON: Not all the funds are---.

JIMKISER That's probably a | ease/rental and not
a royalty paynent is what he's saying.

BILL HARRIS: But that's even worse, though, isn't

it?
JI' M Kl SER: No, it would be better.

BILL HARRIS: |'m m ssing sonething there then.

JIMKISER  They pay a dollar an acre for del ay

rentals on that, so that woul d nake sense.
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SHARON PI GEON:  Not everyone subject to a pooling

order requires escrow. Escrow only applies to those who are
in conflict as far as ownership, or are unlocateable. Those
are the people who are involved in the escrow fund, not
everyone that's included in that pooling order. Sone of

t hose people are getting paid. They're not going through

escCr ow.

KENNETH OSBORNE: The Li nkous Horn are not.
Everything that involve us...involves us is in a force
pooling order. But I"'mjust...| nean---.

BENNY WAMPLER:  That period of tine, you know, it

should roll forward at sonme point w thout Bob check...you
know, we can ask M. WIlson to check into that. But your
nunbers should roll forward. Now, whether or not...why it
took a year...it nmay have been the Board order itself that
the conpany was internally escrowi ng and then noved it over
because that's what we ordered to occur. Once we issue a
Board order, we will order the conpany to nove that to escrow
and when we send that order to the bank, they open the
account and the conpany noves that noney into that. So you
shoul d be able to see that roll up sonmewhere. |If you didn't,
then you' d have...you' d have a real issue because you' d have

m ssing funds here. Sonebody woul d either have to go back
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and check the records---.

KENNETH OSBORNE: | f you go---.

BENNY WAMPLER: - --and pay you.

KENNETH OSBORNE: | didn't nean to interrupt you

BENNY WAMPLER:  That' s okay.

KENNETH OSBORNE: | f you go to the Decenber escrow

account s---.

BILL HARRI'S: You just brought one over here.

KENNETH OSBORNE: The well that we're tal king about

here.

BENNY WAMPLER. Ckay, |'ve got it right here, 3858.

54 endi ng bal ance.

KENNETH OSBORNE: Yes. For the entire production

on that, that's showi ng a bal ance as of Decenber the 31st,
2002 of $3,858.54. But again, I'm..| just...|l don't
understand...the paperwork that | went through, | don't
under st and where these nonths of production started out with
t he escrow account opened with $5.96. | nean...and when the
Li nkous Horn heirs look at ne to explain this to them you
know, if | don't understand it, then | can't explain it to

t hem

BENNY WAMPLER:  That's ri ght.

KENNETH OSBORNE: M. W/l son gets flooded with
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phone calls.

BOB W LSON: Yeabh.

BILL HARRIS: W really would have to | ook at each

i ndi vidual well, | guess, and see what percent each order for
each well and see what percent was actually escrowed because
if the...if the...if the claimants only anmount to 3% the
conflicting claimants, you know, we own the gas and there's
several people...if that's 3% of the total 12% royalty, then
you're going to see small figure of that particular plot of

| and. Wereas you go to the next well and you all may have
20% of the land there and feel that you're entitled to 20% of
that 12% |If there are other people there, that escrow
anount is going to be higher...can be higher. So, the escrow
anount is probably not the best way to neasure. | nean, |
know you | ook at production and you | ook at escrow. But
there's another nunber in there. That nunber is how

many. ..what percent of the---.

DONALD RATLI FF: Force pool ed.

BILL HARRI'S: Yeah, how nany people were force...

not how many people, what percent were force pooled. If it's
50% then you're going to have a fairly |arge bal ance there.
But if it's 3% you're going to have a nuch snall er anount.

So, it just depends on each well.
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BENNY WAMPLER: |t goes to---.

BILL HARRIS: It just goes to each well and each

or der.

BENNY WAMPLER: The percent age escrowed.

BILL HARRI'S: Yeah, it goes to the percentage

escr owed.

BENNY WAMPLER: That's the key.

BILL HARRIS: That's what's going to affect the

dollar anmobunt. So, it's kind of hard to | ook at production
of the well and say...now, | do...| do agree with you this
nmoney ought to be sonmewhere. It should be accountable for.

KENNETH OSBORNE:  Yes, sir.

BILL HARRIS: W're saying that that...that should

be there. But in terns of...you know, you | ook at a well
production of ever how many hundred or thousands of cubic
feet and you | ook one anpbunt and then | ook at another well
and see maybe even the sane anount and a different anount,
that's dependent upon the percent of the fol ks who were
escr owed.

KENNETH OSBORNE: Ri ght.

BILL HARRIS: And so that's what is going to

determ ne the noney that's there.

KENNETH OSBORNE: Ri ght.
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BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: | mght suggest, M. Gsborne, that

maybe it woul d be beneficial for you and I to sit down in the
office one day with these orders and go through them and see
if we can clear up your concerns one way or the other, either
by taking sone action, if necessary, on our part or
expl ai ning these orders which are extrenely conplex. You and
| have been dealing together for quite sone tine. W haven't
cone to blows yet. So, | think we can probably sit down and
do that. That m ght be the best solution for us to sit down
with all the information and go through it first. Then if
you have further issues with the Board, then we could cone in
with that information and have it here for the Board's

benefit as well.

KENNETH OSBORNE: Ckay. | nean, that's...| felt
this...you know, |I felt this was worthy to bring up in front
of the Board. Just like, |I nmean, | know it's sonething

totally different. But what you all discussed earlier, when
you' re tal ki ng about doing an overlay on fields, you're
tal ki ng about...you' ve already got a force pooling. So, then
that...that just turns to, you know, chaos. | nean--.

BILL HARRI'S: Conplicates it even nore.
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KENNETH OSBORNE: It does. |It's hard enough to

under st and. But then this makes it harder.

BENNY WAMPLER  Ri ght .

KENNETH OCSBORNE: And then also with that

particular well there, once again, | nmean here's...this cut
off and |'ve got a request in to the Board for the
information that you have at hand now. | think she told ne
it would be about ten days. But this particular...the
readings fromthe punp was cut off at 9/2002. |[|'ve got, of
course, the escrow account figures on that to Decenber. They
chose fromthere...you know, these wells produced. But
there's no positive account for those two nonths, three
nmont hs and one of themthere was four nonths.

BENNY WAMPLER: | think M. WIson would have to

cl ear that up.

BOB WLSON: Yeah, a gap in the deposits when there

was ongoi ng production is sonething that's worthy of concern
and is sonething that we need to | ook at.

KENNETH OSBORNE: Ckay. And also there's one...

mean, it would take me a few mnutes to find it. But
it's...like you have say thirty listings of this production
and then half the way through for two nonths or three nonths,

this well goes from producing 5,623 cubic feet per nonth to
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produci ng 400 cubic feet. | nean, what woul d...what woul d
cause. .. what would cause a break in that...what woul d cause a
gap of that size?

BOB WLSON: Do you nean the change in the rate of

production?

KENNETH OSBORNE:  Yes, sir.

BOB WLSON: Various operational things can affect

the production. Water problens in these coal bed wells cause
tremendous. .. can cause trenendous changes in the production.
Bringing other wells online nearby. |If you're in the area
of the active mning where they're actually degasing a m ne,
Mechani cal problens, there are really a nyriad of things that
can cause that production to fluctuate, things that we don't
get involved in. These are nostly operationa
considerations. W really have no way of getting involved in
that other than to nmake sure they are being done in a proper,
| awf ul and environnental correct manner.

KENNETH OSBORNE: (Ckay, unless | interpreted the

law wwong, and if so, | apologize for it now, but I'll take
that up with you when I neet with you, but | thought the |aw
stated that any change within the well that has to do with
any individual, any change, they are suppose to be notified.

| think it's like 45 days fromthe end of that nonth where
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t he change occurred.

BOB WLSON: |'mnot sure exactly what you're

getting to there. The only thing that we require subsequent
notification onis if a well permt is nodified, then
everybody who is effected by whatever that nodification
entails is required to be notified the second tinme. There
are requirenments that the operators notify the D vision of
Gas and O | of various events and occurrences in operations
in the way of incident reports or supplenental changes to the
permt package and this sort of thing.

KENNETH OSBORNE: (Ckay, so that's...that's the 45

day...fromthe end of the nonth 45 day rule, they have to
notify you. That's what you're tal king about right?

BOB WLSON: No, the 45 days...the only 45 days

that conmes to ny mind immediately is the requirenent for
production reporting. That's suppose to be 45 days after the
| ast day of the nonth they're reporting for. There are seven
day requirenents for supplenental reporting. |'mnot sure...
again, this is sonething we m ght have to |l ook into the
statute and see exactly which one you're tal king about.

KENNETH OSBORNE: (Ckay. Ckay, |'ve got a |ist of

which to cover on that, that is nmy concern.

BOB WLSON: Ckay.
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KENNETH OSBORNE: The only ot her thing, again,

woul d be back with this...the one particular well we'd
al ready covered. This was a A& B well. If you'll bear wth
me just a second.

(Kenneth Osborne reviews his notes.)

KENNETH OSBORNE: The S-35-a I'm..I'm..| don't

understand, and | guess what | would like is an expl anati on,
this well started production 11/2001. It appears that it
only punped for one nonth. Fromthat tine on, it hasn't
produced anything. But that one production produced 5, 310
cubic feet. Now, is that a...is that a comon practice for a
well not to...l nean, | renenber one Board hearing, we had

t he subjects brought up that a well had been already drilled
and set up, but it wasn't producing. | think the term was,
you know, if you've got set up, then it should be producing
or why is not. That's mne...that's what ny
question...why...you know, why is the well not producing?

BENNY WAMPLER:  S- 35-a.

BOB W LSON: S-37-a, | believe.

BILL HARRIS: | think you neant 37-A

KENNETH OSBORNE: Yes. | apolo...S-37-a.

BENNY WAMPLER:  Ckay.

BOB WLSON: For ny part, |...again, | have no

119



© 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 D W N — O

)
1

expl anation as to why this happens this way. The conpany is
required to report production even if it's zero. That's
basically the only requirenent that we have. W can't
require themto produce a well. W can require themto plug
awll. But we can't---.

KENNETH OSBORNE: Ri ght.

BOB WLSON: ---require themto produce it. And so

long as they are reporting properly, which they appear to be
doing here, |I...1"mnot sure. | could probably find out from
a practical standpoint what the situation is on this. But |
couldn't tell you w thout doing sone searching.

KENNETH OSBORNE: Well, what raised ny concern

about this particular well is this is the one where, |ike |
said, S-37 was 158,543, S-37-a was 5,310, that's what we're
tal king about now. It just punped one nonth and it stopped.
S-37-b is a 120,889 for the total of 284,742. But it only
has a bal ance as of Decenber of $899. So, | nmean, that's why
my...nmy concern about this...you know, why this particul ar
wel | produced one nonth and stopped and then such a, you
know, a large volunme of the...such a |arge volune of the gas
produced out. | nean, it...you know, | have to...|l have to
| ook out for ny kin people because they designated ne to take

care of all of this stuff. So, |I nean, if you've got S-37,
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S-37-a and S-37-b and they're all together here, and two of
themis producing great and one just produces one tine...one
mont h and then stops. You know, that raises concerns with
me. | nmean, you know, why is this not producing?

BOB WLSON: The reason for drilling multiple wells

in any single unit, of course, is to accelerate the
degasification of those coals in preparation for m ning.
Again, | don't know, but there's possibility that they have
di scovered that the two other wells were renoving that gas at
a sufficient rate that they didn't need to operate this one
at this particular tine. | really don't know But again,
it's not sonething that we control. [It's whether or not---.

KENNETH OSBORNE: Yeabh. But with that, that kind

of raises the question about what they presented earlier
about taking sonme nore wells to increase the production.

BENNY WAMPLER.  Wel |, until he...you know, until

he...l nean, in this case, it's not sonething that we track
of why they do or don't produce. The production that they do
produce is required to be reported, and he woul d have that
and certainly can investigate that. He can inquire on your
behal f as to what happened here and give you that infornmation
and see, you know, just so that you have that information.

But if you will take the tine to get with M. WIlson and sit
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down. . . because you do have to take the order and you have to
| ook at that and follow it all the way through. You can't
just take the percentage and apply it to the production.

KENNETH OSBORNE: Right. Yes, | understand that.

BENNY WAMPLER: That's the confusing part about it.

And you do have to do it order by order, well by well in
order to do that.

KENNETH OSBORNE: Right. The main reason this

nmorning was to bring this to your attention, you know. The
way the accounts are set up and, you know, what ny concerns
are...by all neans, | wll take it up with M. Wlson. | do
know t he percentages of each one. | nean...but my concern
today was to present this about the escrow accounts. The
percentages | will take up with you. There's a great concern
there where there's such a huge difference in that.

BOB WLSON: And we'll attenpt to answer any and

all of your questions to the extent we can.

KENNETH OSBORNE: Ckay. | appreciate you al

taking the time to let ne bring this in front of you.

BENNY WAMPLER:  Thank you.

BILL HARRI'S: Thank you. |Is there any way...|l'm

sort of concerned about, again, the production figures. |Is

there sone way M. WIlson can report to the Board about where
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the noney is for that period or what happened?

BOB WLSON: Certainly.

BILL HARRIS: Because |I'msure this isn't the only

situation that we'll have where...you know, | don't know if
this is an accounting type of situation and the noney is
eventually put in. | know we changed escrow agents. But

t here shoul d have...you know, there's carryover. That's sort
of puzzling, | guess, when you have production and then the
escrow starts later. But then you don't go back and put in
for that previous---.

BOB WLSON: For your...the Board's information, we

fairly regularly get calls asking for information of this
sort because people either feel that they is not...they are
not sufficient funds in the account or because funds were
going in and have subsequently stopped. W do routinely
check on all of these and get back to these folks. Yes, |
can...|l can certainly bring that to the Board as well.

BENNY WAMPLER: | think if you will just report

back to the Board after you get with M. Osborne on the
resolution of his questions that he has asked woul d be good
to do.

BOB WLSON: |'ll be happy to do that.

KENNETH OSBORNE: Thank you, Chairman. | thank the
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Board. Thank you.
BENNY WAMPLER:  Thank you. Okay, the next item on

today's agenda is a petition from Consol Energy, Inc. for
pooling of a coal bed nethane unit BC 120, docket nunber VGOB-
03-0218-1115. W'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. M.

Chairman, |'d like to conbine this with the next two itens,
if it would be acceptable to the Board.

BENNY WAMPLER. Ckay. W'Il al so go ahead and cal

a petition from Consol Energy for pooling of a coal bed

met hane unit BC- 121, docket nunber VGOB-03-0218-1116; and
coal bed net hane unit BD- 121, docket nunber VGOB-03-0218-1117.
We'd ask the parties that wsh to address the Board in these
matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. |

t hi nk we passed out the updated exhibits already on these

three units.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I'"'mgoing to remnd you're still under
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oat h.

A Yes, sir.

Q Do you want to state your nanme?

A Leslie K Arrington.

Q Where do you work?

A CNX Gas Conpany.

Q And what do you do for then?

A "' ma gas engi neer.

Q Did you either prepare or cause to be

prepared under your supervision the three applications...
pooling applications that we're dealing with today?

A Yes, | did.

Q Did you sign the notices and the
appl i cations?

A Yes, | did.

Q Are these three applications all...do they
all pertainto Mddle Ridge | units?

A Yes, they do.

Q Ckay. Wuld you tell the Board what you did
to notify the people that you' re seeking to pool wth regard
to each of these three units?

A Yes. Unit BC- 120, we nuailed the notice and

application by certified mail return recei pt requested on
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January the 17th of 2003. It was published January the 24th
of 2003 in the Bluefield Daily Tel egraph. BC- 121 was mail ed
al so return recei pt requested January the 17th, 2003,
published in the Bluefield Daily Tel egraph January 23, 2003.
BD- 121, nmuiled al so January the 17th, 2003, published in the

Bluefield Daily Tel egraph January the 25th, 2003.

Q Wth regard to these three units, have you
listed all the folks that you' re seeking to pool as

respondents in the notice of hearing and then again in

Exhi bit B-3?
A Yes, we have.
Q Do you want to anend of these applications

with regard to either adding or subtracting any respondents
t oday?

A No, we do not.

Q Ckay. To the extent that you had addresses
for the respondents, did you, in fact, mail to thenf

A Yes, we did.

Q And your proofs of mailing that you filed
with the Board today woul d indicate that, correct?

A Yes, it woul d.

Q And you've also filed today, | take it,

copies of the certificates of publication that you get from
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the...fromthe newspaper?

A Yes, we did.

Q And when you publish, | take it you publish
because you want to notify or increase the opportunity to
notify people that you m ght not have addresses for or that

m ght be unknown?

A That's correct.

Q When you publish, what get published in the
paper ?

A The notice of hearing and attached Exhibit
A1

Q Now, in these three units, who is the

appl i cant?

The applicant is Consol Energy.

Ckay. And who is it that the applicant is
requesting be designated operator if the pooling applications
are approved?

A Consol Energy.
BENNY WAMPLER: Let ne ask, is it Consol Energy,

I nc.?
A I nc., yes.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: Les has a lot of trouble with all of
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t hese conpanies. It's a fair question.

BENNY WAMPLER: | just wanted to nake sure we

didn't have a change.

MARK SWARTZ: | nean, not to, you know, open an old

wound, but one day | don't think he knew who he worked for.
Do you renenber that?

LESLIE K. ARRINGTON: And we're getting ready, as

of next nonth, to correct the issues. So, I|---.

MARK SWARTZ: More nane changes?

LESLI E K. ARRI NGTON: For the nanme changes.

MARK SWARTZ: But it is Consol Energy, Inc.

BENNY WAMPLER:  Ckay. Thanks.

Q | s Consol Energy, Inc. a Del aware

Cor poration?

A Yes, it is.

Q Has it registered with the DVWE?

A Yes, it has.

Q Does it have a bl anket bond on file?
A Yes, it does.

Q And lastly, is it authorized to do business
in Virginia?
A Yes.

Q Now, these...these three pooling
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applications all anticipate that one frac well wll be
drilled, correct?

A Yes...that's correct.

Q Okay. And in all three of these instances,
the wells, it looks like they've been drilled or at |east
t hey' ve been permtted?

A They' ve been permtted.

Q Okay. And in all three cases it |ooks |ike
the permt contenplates that the well would be drilled in the
drilling w ndow?

A That's correct.

So, you don't need any exception for any of

t hese?

A Correct.

Q And fromthe...fromthe review of the plats,
woul d it appear that each one of these units, these drilling

units, is a 58.74 acre unit?
A They are. Yes, they are.
Q Okay. Now, let's turn to the first one on

t he docket, which is BC120, all right. You' ve got one well

inthe drilling wiwndow in Tract, it |ooks like 1-B, correct?
A That's correct.
Q And if we | ook at whether or not a permt
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has been issued it appears that one has, correct?

A It has, 5336.

Q Al right. And if we look at the interest
that you' re seeking to affect by this pooling application if
we turn to Exhibit A page two---.

A Yes.

Q ---woul d you summari ze where you are in
terms of ownership and | easing and what it is that's
outstanding in this unit?

A Yes, we have | eased 97.506% of the coal
owners' claimto coal bed nethane; and 81.2936% of the oil and
gas owners' coal bed nethane claim W have 97.506% of the
coal leased. W're seeking to pool 2.494% of the coal
owners' claimto coal bed nethane, and 18. 7064% of the oil and
gas owners' claim | mght add on this tract, for instance,
if you'll note Tract 3, that 2.494%if you'll | ook at the
tract I Ds, there appears to be a conflicting a...not only
conflicting title of who owns coal bed net hane but a
conflicting title claim W could actually have that 2.494%
| eased, but | don't include it as though we do have it
| eased. There's three different parties there that could
actually... soneone...one of those three could owmn it. W're

pooling two of the three. So, at any tine | have one of
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those situations, | always |eave out our claimand just poo
the other parties.

Q If we |look at Exhibit B-3, which would be
t he next page---.

A Yes.

Q ---after A page two, Tract 3 happens to be
the first one.

A It does.

Q And that shows the...these unknown fol ks as
respondent s?

A That's right.

Q And it also shows that, in addition to
having a claimto the coal bed net hane, these would be the oi
and gas estate, right, | would presune?

A No, this is actually a fee ownership
i nterest here.

Q Ckay.

A And we...this interest, one of the clains is
a 100% claim The second interest is a 50%clai mof which of
those two interests we've got one of those 50% 1| eased. 1In
the third claimis a 7/16ths interest that we have | eased, a
7/ 16ths interest that we're pooling here, and an additiona

1/8th that we al so have | eased. So, you know, it's various
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per cent ages.

Q Ckay, so the reasons to escrow with regard
to Tract 3 are the fact that these heirs, devisees and
assigns are unknown and unl ocateable? So, that is a reason
to escrowwth regard to their interest, correct?

A Correct.

Q And there is a further reason for partia
escrow because sone of this is | eased and may not be subj ect
escrow. But a further reason is there is a title dispute as
to who is the owner or claimant with regard to this clainf

A Correct.

Q So, there's a cloud on title reason with
regard to Tract 37

A Correct.

Q If we |look at the balance of the tracts..
well, actually let's skip back to Exhibit E, okay. Exhibit E
is the exhibit that you're tendering to the Board to indicate
escrow requi red because of conflicting clains?

A That's correct.

Q And that |lists Tracts 1-A and the fol ks that
are listed there, 1-B, 1-C, 1-D, 1-E, 1-L, J and K as
requiring...actually, we need to go on to Tract 2 and Tract 3

as requiring escrow because of conflicting clains and in
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regard to Tract 3 because of atitle issue?

A That's correct.

Q So, the escrow order would need to deal with
unl ocateables, title issue and conflicting clains?

A Correct.

Q This 58.74...these 58.74 acre units would
all be to produce coal bed net hane, correct?

A Yes.

Q And fromthe Jawbone 1 on down assum ng t hat

t he Jawbone 1 was bel ow drai nage?

A That's correct.

Q One frac well per unit?

A Yes.

Q And the lease terns that you have in genera

offered to the fol ks you' ve been able to rent fromare what?
A $1 per acre per year, a five year paid up

termand a one-ei ghth production---.

Q Production royal ty?
A ---royalty, yes.
Q And woul d you reconmend those sane terns to

the Board to be inserted in any order that it mght enter
with regard to folks that are deened to have been | eased?

A. Yes, we do.
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Q There are no royalty split agreenents with
regard to BC-120. So, we don't have to address that.

A That's correct.

Q Now, turning to BC-121, let’s go to the
guestion of a permt and the permt that was issued here is

nunber what ?

A. 5335.
Q Ckay.
A. For well BG-121 to be drilled to a esti mated

depth of 2,704 feet and an estimated cost of $225, 304. 93.

Q Let's go back to BC 120, because | negl ected
to ask you about the depth and the estimted cost.

A Yes. And BC-120, the estimated depth is
2,630 feet, estimted cost $223,578. 88.

Q Wth regard...continuing now wth regard to
BC- 121, what is the status of your |easing and ownership
acquisition efforts?

A W have 100% of the coal owners' claimto
coal bed net hane | eased, a 100% of the coal |eased, 98.9942%
of the oil and gas owners' claimto coal bed nethane. W're
seeking to pool 1.0058% of the oil and gas owners' claimto
coal bed net hane.

Q And the folks that you' re seeking to poo
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are listed in Exhibit B-3, correct?

A Yeah, that's correct.

Q And you're not | acking addresses?

A No, sir.

Q Then if we go to Exhibit E there are..

there is requirenment for escrow wth regard to a nunber of
tracts and I'Il just list themfor the record, Tract 1, 3-B,

3-C, 3-D, 3-E and that's it for escrow?

A That's correct. No unknown owners.

Q So, the escrow would only be for conflicting
cl ai ns?

A Correct.

Q And then in this particular instance with

regard to BC- 121, you do have sone fol ks who have entered

into a royalty split agreenent?

A We do, Tract Nunmber 1...in Tract Nunber 1.

Q And you' ve tendered Exhibit EE with regard
to that?

A Yes, we have.

Q So, you would ask, | take it, that the Board

order in this respect provide that the designated operator be
allowed to pay the folks listed on Exhibit EE in accord with

their royalty split agreenent rather than paying...being
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required to pay that noney into the escrow agent?

A Yes, we woul d.

Q Turning to BD-121, this also is a permtted
wel | ?

A Yes, it is, permt nunber 5337 to be drilled

to an estimated depth of 2,716 feet, estimated cost of
$225, 584. 83.

Q Looki ng at Exhibit A page two with regard
to BD-121, where does the applicant stand in terns of |easing
and acqui sition of ownership.

A We have 100% of the coal owners' claimto
coal bed net hane | eased, 100% of the coal |eased, and 93.0712%
of the oil and gas owners' claimto coal bed nethane. W're
seeking to pool 6.9288% of the oil and gas owners' claimto
coal bed net hane.

Q Wth regard to Exhibit B-3, you're not
| acki ng any addresses in this unit?

A That's correct.

Q Wth regard to Exhibit E, it indicates that

there is escrow required because of conflicting clains?

A That's correct. Tract 1, 3-B, 3-C and 3-E
Q And do you have a royalty split agreenent?
A Yes, for partial royalty split for Tract 1,
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3-D and 3-E.

Q And are you requesting that the Board order
aut horize you to pay the folks listed on Exhibit EE directly
in accordance with their royalty split agreenent as opposed
to being required to pay their interest or the interest that
t hey have conflicting clains wwth regard to the escrow agent?

A Yes, we are.

Q Now, with regard to these three units, is it
your opinion that the plan of developnent, and that is to
drill a frac wll in each unit at the | ocation shown, is a
reasonabl e plan to devel op the coal bed nethane within this
three units?

A Yes, it is.

Q And if the Board were to grant your pooling
application, taking that pooling order together with the
| eases and the ownership interest that you' ve obtained, is it
your opinion that all owners of rights to nethane or
claimants to rights to nethane within the unit woul d have
their correlative rights protected?

A Yes, it woul d.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
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further?

(No audi bl e response.)

BENNY WAMPLER: All three of these are 58 acre?

MARK SWARTZ: Yes.

BENNY WAMPLER: 58. 74. Do you have anyt hi ng

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: M. Chairman, | nove that we

approve the petition for item nunber two, three and four on

t he agenda.

MASON BRENT: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

MARK SWARTZ: Thank you all

BENNY WAMPLER: We're at 12:30. Do you want to go

l unch or do you want to finish?
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MASON BRENT: Go forward.

JIMKISER It doesn't nmatter to ne. \Watever you
all want to do.

DONALD RATLI FF: Let's keep goi ng.

BENNY WAMPLER: The next itemon the agenda is

petition from Equitable Production Conpany for a well
| ocation exception for proposed well P-550470, docket nunber
VAEOB- 03-0218-1118. We'd ask the parties that wish to address
the Board in this matter to conme forward at this tine.
JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behal f of Equitable Production Conpany. Qur
witness in this matter and the four matters that follow this
will M. Hall. 1'd ask at that he be sworn at this tine.
(Wtness is duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You may proceed.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you d state your nanme for the

139



© 00 N o o b~ w N P

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

)
1

Board, who you're enployed by and in what capacity?

A Don Hall. |'menployed by Equitable
Production Conpany as District Landman.

Q And do your responsibilities include the
| ands i nvolved here for this unit and in the surroundi ng
area?

A They do.

Q And are you famliar with the application
that we filed seeking a |ocation exception for well P-5504707

A Yes.

Q Have all interested parties been notified as
requi red by Section 4(B) of the Virginia Gas and Q| Board
regul ati ons?

A They have.

Q Coul d you indicate for the Board the
ownership of the oil and gas underlying the unit for well
nunber P-5504707?

A Pine Mountain G| and Gas owns 98. 01% and
the Brown Trust owns 1.99% which we have all of that |eased.

Q Ckay. And we're actually seeking an
exception fromtwo reciprocal wells. And does Equitable have
the right operate those wells?

A. Yes, we do.
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Q Are there any correlative rights issues?

A No.

Q M. Hall, would you explain for the Board in
conjunction with the plat, which is Exhibit Ato the
application and will work as our exhibit for this particular
heari ng, why we're seeking the exception for 5504707

A As you can see fromthe plat, we're |ess
than 2500 feet from P-47 and P-11. There's...in addition to
that, you see E-29 and E-7 on the plat as well. Those wells
that are a greater distance of 2500 feet. But there's
nowhere in this particular area that we could put this
| ocati on and not get an exception fromone of these wells.
In effect, there's really no legal location in this area.

Q Ckay. In the event the |location exception
were not granted, would you project the estinmated | oss of
reserves resulting in waste?

A 400 mllion cubic feet.

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

A It's 5488 feet.

Q And are you requesting that this |ocation
exception cover conventional gas reserves to include the

designated formations fromthe surface to the total depth
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drill ed?

A Yes.
Q And the permt has been filed for this well?
A Yes.
Q And in your professional opinion, would the

granting of this location exception be in the best interest
of preventing waste, protecting correlative rights and
maxi m zi ng the recovery of the gas reserves in the area
underlying the unit for P-5504707

A Yes.

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

BENNY WAMPLER: Questions from nenbers of the

Board? M. Harris.

BILL HARRI'S: Just a quick question. | see wells

everywhere except to the west. But | see there's aroad in
Caney Creek in that area also. |Is there a problemnoving it
to the west?

DON HALL: Well, we have...we do have other wells
to the west.

BILL HARRI'S:  Ckay.

DON HALL: They're just---.
BILL HARRIS: Further...so, they would be in...
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well ---.

DON HALL: Even if we noved it to the west, we'd
still be too close to P-47

JIMK SER And P-11

BILL HARRIS: And P-11, yes.

DON HALL: And P-11.

JIM KISER  Yeah.

BENNY WAMPLER:  Any ot her questions from nenbers of
t he Board?

DONALD RATLI FF: M. Chairman, on Exhibit B, you' ve

listed Alpha Land and Reserves. But | don't see it on the
plat. Are they involved?

DON HALL: They... Al pha Land and Reserves now
own...are the coal owners underlying the Pine Mouuntain
acreage, the Ad dinchfield property. W're not exactly
sure how all that's falling out. So, we're notifying
ever ybody.

JIMKISER W're over notifying rather than under
noti fyi ng.

DONALD RATLI FF: | thought you may know.

JIMKISER W're trying to over notify rather than
under notify.

BENNY WAMPLER:  Any ot her questions?
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(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI' M Kl SER: M. Chairman, we'd ask that the

application be approved as subm tted.

BENNY WAMPLER: Is there a notion?

BILL HARRIS: M. Chairman, | nove for approval
docket item 1118.

BENNY WAMPLER: |s 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, except Dona
Ratliff.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DONALD RATLIFF: M. Chairman, | abstain

BENNY WAMPLER:  Let the record note M. Ratliff
abstains. The next itemon the agenda is a petition from
Equi t abl e Producti on Conpany for a well |ocation exception
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for proposed well V-502362, docket nunber VGOB-03-0218-11109.
We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

JIMKI SER M. Chairman and Board nenbers, again,
JimKi ser and Don Hal on behalf of Equitable Production
Conpany.

BENNY WAMPLER:  The record wll show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, again, state your nane, who you're
enpl oyed by and in what capacity.

A |"'mDon Hall. [|'m enployed by Equitable
Production Conpany as district |andman.

Q And, again, do your responsibilities include
the land involved in the unit for 502362 and in the
surroundi ng area?

A They do.

Q And are you famliar with the application we
filed seeking a | ocation exception for this well?

A. Yes.
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Q Have all interested parties been notified as
required by Section 4(B) of the Virginia Gas and G| Board

regul ati ons?

A They have.

Q And this is a well that we're going in the
next Board itemgoing to force pool, is that correct?

A That's correct.

Q Coul d you indicate for the Board...| think

we did attach a sheet showi ng the coal, oil and gas and
mneral that we notified in conpliance with 361.17. But can
you take the sheet that we used for force pooling and go
ahead and lay out the oil and gas ownership within the unit
for the Board?

A Ckay, the ownership that we have leased is
as follows: Penn Virginia G| and Gas Corporati on owns
85.31% Gary and Carolyn Ross owns .49% Warren A. G eer owns
.61% Virginia Young...Virgil Young, |I'msorry, .40%
Marjorie Geer Young and Virgil Young 9.33% and Barbara
Bl evins 3.35% and then we have Carrie Davis who woul d be on
the...for the next itemwho is unleased .15%

(JimKiser and Don Hall confer.)

Q The well we're seeking an exception fromin

this particular application is V-2351. That is Equitable's
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wel | and we have the right to operate that reciprocal well,
is that correct?

A That's correct.

Q Are there any correlative rights issues
involved in this application?

A No.

Q And, again, using the plat for your exhibit,
could you explain for the Board why we're having to seek this
exception?

A As you can see on the attached track I|ist,
nunber...track nunber one is on the U S. Forest Service.
This | ocati on was chosen by them as where they wanted us to
put the well in regard to the environnental inpact statenent
t hat we've been operating under there for several years. W

basically have to put the well where they propose the well to

be.

Q So, this location was chosen by the Forest
Service?

A That's correct.

Q And can you just by way...since we have..

everybody's probably | ooking at their plat now, because I
know this question cane up the last tinme and maybe we can

avoid it, and it's sonething | guess...l don't renenber doing
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it on the plats all the tinme in the past. But it sort of
| ooks like if we go to our east of the proposed | ocation
we' re seeking an exception for, you see a |ine drawn out
there to the U S F.S disk 37. 1t alnost |ooks |ike the sane
way we denote the reciprocal wells that we're seeking an
exception from Can you explain what...exactly what that is,
that it's just a survey point?

A That's one of the two...that's one of the
two reference points to relocate the well. You're required

to have two reference points. There's one to the north as

well there. It says "iron pin".
Q Uh- huh
A. The one to the east U. S. Forest Service

reference point as well.
Q Ckay. | thought that m ght be confusing to
sone of the Board.

BILL HARRIS: Can | ask a question now?

BENNY WAMPLER: Yes, M. Harris.

BILL HARRI'S: These...these disks, I"'mnot sure if

| understand, because that was one of the questions | had.
Exactly what is that? Is this...l know what an "iron pin" in
the ground, you know, usually signifies. But is this---?

DON HALL: It's probably...it's probably a concrete
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monument with---7?

BILL HARRIS: Actually wwth alittle---?

DON HALL: ---a brass disk on top of it.
JIMKISER Right on the top of it.

BILL HARRI'S: Yeah, |'ve seen those. kay, okay.

Ckay, thank you.

Q Ckay, now, M. Hall, in the event this
| ocati on exception were not granted, would you project the
estimated | oss of reserves resulting in waste?

A 250 mllion cubic feet.

Q And the total depth of this well under the
applicant's plan of devel opnent?

A 5502 feet.

Q And are we requesting the | ocation exception
cover conventional gas reserves to include the formations
designated in the permt application, which has already been
filed, fromthe surface to the total depth drill ed?

A Yes.

Q And in your professional opinion, would the
granting of this |location exception be in the best interest
of preventing waste, protecting correlative rights and
maxi m zing the recovery of the gas reserves in the area

underlying the unit for 5023627
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A Yes.
JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLIFF: | nove that we approve the

petition as presented, M. Chairman.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

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

BENNY WAMPLER. Al 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 pooling of a conventional gas unit V-502362, docket
nunmber VGOB-03-0218-1120. W'd ask the parties that wish to

address the Board in this matter to cone forward at this
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JIMK SER M. Chairman and Board nenbers, Jim
Ki ser and Don Hall again, on behalf of Equitable Production
Conpany.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

JIMKI SER This is an application for a force
pooling of the well that we just received a | ocation
exception for. W're force pooling one unleased interest.
That's the interest in Tract 3 owned by Carrie and Bobby
Davis, which represents a little nore than % of 1% of the

acreage in the unit.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you could 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 |andnman.

Q And you're famliar with the application we
filed seeking the establishnment of the drilling unit and the

pooling order for EPC well nunber V-502362, which was dated
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January the 17th, 2003?

A Yes.

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

A W do.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents in the unit
and an attenpt made to work out a voluntary | ease agreenent
with then®?

A Yes.

Q Now, what is the interest under |ease...

what is the interest that Equitable has under |ease within

the unit?

A We have 99.49% i nterest.

Q Are you famliar wth the ownership of the
drilling rights of parties other than Equitable underlying

this unit?

A Yes.

Q And what percentage remai ns unl eased?

A .51%

Q And are all the unleased parties set out in
Exhi bit B?

A They are.
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Q In this particular case, we don't have any
unknown respondent s?

A That's correct.

Q I n your professional opinion, did we
exerci se due diligence to |l ocate each of the respondents?

A Yes.

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

A They are.

Q Are you requesting this Board to force poo

all unleased interest listed in Exhibit B?

A Yes.

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

Yes.

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

A A $5 bonus, five year termand a one-eighth
royalty.

Q Did you gain your famliarity and your

know edge of these terns by acquiring oil and gas | eases and
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ot her agreenents involving the transfer of drilling rights in
the unit involved here and in the surroundi ng area?

A Yes.

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

A They do.

Q Now, as to M. and Ms. Davis in Tract 3,
the only respondents who have not voluntarily agreed to
| ease, do you recommend that they be allowed the foll ow ng
options...statutory options with respect to their ownership
interest wwthin the unit: One, participation; two, a cash
bonus of five dollars per net mneral acre plus a one-eighth
of eight-eighths royalty; three, in lieu of a cash bonus and
one-ei ghth of eight-eighths royalty, a share in the operation
of the well on a carried basis as a carried operator under
the followi ng conditions: Such carried operator shall be
entitled to his share of production fromtracts pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases or assignnents
thereof or agreenent relating thereto of such tracts but only

the proceeds applicable to his share equal A) 300% of the
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share of such costs applicable to the interest of a carried
operator of a |leased tract or portion thereof; or B) 200% of
the share of the costs applicable to the interest of a
carried of an unleased tract or portion thereof?

A Yes.

Q Do you reconmmend that the order provide that
the elections by the respondents be in witing and sent to
t he applicant at Equitable Production Conpany, 1710
Pennsyl vani a Avenue, Charleston, West Virginia 25328,
Attention: Ml anie Freenman, Regul atory?

A Yes.

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

A It shoul d.

Q Do you recommend that the order provide that
if nowitten election is made by a respondent, then such
respondent shoul d be deened to have | eased and el ected the
cash royalty option in lieu of participation?

A Yes.

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

el ecti ons?
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A Yes.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of the well costs?

A Yes.

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

A W do.

Q Shoul d the applicant be allowed a 120 days
follow ng the recordation date of the Board order and
thereafter annually on that date until production is achieved
to pay or tender any cash bonus becom ng due under any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate but fails to pay their
proportionate share of well costs satisfactory to the
applicant for paynent of those costs, then their election to
participate shall be treated as having been w t hdrawn and
voi d, and they should deened to have | eased?

A Yes.

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

A Yes.

Q This is a conventional gas well. W don't
have any conflicting claimnts and we don't have any
unknown/ unl ocat eabl e i nterest owners. So, there is no reason
for the Board to establish an escrow account?

A That's correct.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Producti on.

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

A 5502 feet.

Q And are we requesting this force pooling
conventional gas reserves not only to include the designated
formati ons but any other formations excluding coal fornmations
whi ch may be between those fornmations designated fromthe
surface to the total depth drilled?

A. Yes.
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Q What are the estimated reserves for this
unit?

A 250 mllion cubic feet.

Q Are you famliar with the well costs for the
proposed wel | ?

A Yes.

Q Has an AFE revi ewed, signed and submtted to
the Board as Exhibit Cto the application?

A It has.

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

A Yes.

Q I n your opinion, does this AFE represent a
reasonabl e estimate of the well costs for the well under the
pl an 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?

A The dry hole costs is $165,7...117 and the
conpleted well cost is $273, 083.

Q Do these costs anticipate a nultiple

conpl eti on?
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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 They woul d.

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

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: M. Hall, would you have them bl ow

this AFE up just one nore notch? They keep getting snaller.
JIMKISER They're getting hard to read, aren't

t hey.
DON HALL: 1'Ill see what | can do.

BENNY WAMPLER: | don't nean to replace this one.

"' mjust tal king about in the future.
DON HALL: 1'Ill see what | can do. They are

getting smaller.
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BENNY WAMPLER:  Any questions?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

MASON BRENT: M. Chairman, |1'd nove that we grant

this application?

DONALD RATLI FF: 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.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of a conventional gas unit V-535447, docket
nunmber VGOB-03-0218-1121. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman and Board nenbers, Jim
Ki ser and Don Hall, again, on behalf of Equitable Production

Conpany.
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BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

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

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

Q And you're famliar with the application
that we filed seeking the establishnent of a drilling unit
and the pooling order for EPC well nunber V-535447, which was
dated January the 17th, 2003?

A Yes.

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

A Ve do.

Q And prior to filing the application, were
efforts made to contact each of the interest owners within
the unit to work out a voluntary | ease agreenent?

A Yes.

Q What is the interest of Equitable wthin the
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unit?

A W have 99.59198% | eased.

Q 99. 59198.

JIMKISER  Wat do you want us to do with that,
Sharon, call 99.59?

BENNY WAMPLER: | think so.

JIMKISER Let's call it 99.59.
SHARON PI GEON:  That wi || do.

Q All right. Now, are you famliar wth the
ownership of drilling rights of parties other than Equitable
underlying this unit?

A Yes.

Q So, at this tine, what percentage of the

unit remai ns unl eased?

A . 4080.

Q No, let's go with 0.41. Wuld that correct,
M. Hall?

A Yeah, okay.

Q All right. Now, are all unleased parties

set out in Exhibit B?
A Yes.
Q Now, in this particular unit we do have sone

unknown parties that we've force pool ed on several occasions.
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| believe their nanme the Utterbacks?

A That's correct.

Q And were reasonable and diligent efforts
made again this tinme and sources checked to identify and
| ocate these unknown heirs including primary sources such as
deed records, probate record, assessors's records,
treasurer's records, and secondary sources such as tel ephone
directories, city directories, famly and friends?

A Yes.

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

A They were.

Q Are the addresses set out in Exhibit Bto
the application the | ast known addresses for the respondents?

A Yes.

Q Are you requesting the Board to force poo

all unleased interest listed at Exhibit B?

A Yes.
Q Now, are you famliar, again, with the fair
mar ket value of drilling rights in the unit here and in the

surroundi ng area?

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

A A five dollar bonus, a five year term and
one-eighth royalty.

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

A They do.

JIMKISER Ckay, in addition to the unknown
Utterbacks, we al so have M chael Huff and another Huff, a
female. |t escapes ne. Maybe Betty or sonething or other.
W' ve pool ed these people three or four tines.

BENNY WAMPLER: Is it Mchael and Davi d?

JIMKISER M chael and---.

DON HALL: M chael ---.

JIM KISER  ---David.

DON HALL: M chael and Davi d.

JIMKISER So, they're the four individuals
representing that 0.41% i nterest who renmain unl eased. At
this time, M. Chairman, we'd like to ask the Board to
i ncorporate the testinony that was just taken in VGOB docket

nunmber 03-0218-1121 regarding the statutory el ection options
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afforded those individuals and the tine franmes and
repercussions in which to nmake them and i ncorporate that into
thi s hearing.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Hall, we do...the Board needs to
establish a escrow account in this particular case because of
t he unknown/ unl ocat eabl e interest owned by the Uterbacks, is
that correct?

A That's correct.

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

A Equi t abl e Producti on Conpany.

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

A 5734 feet.

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

fromthe surface to the total depth drilled?

A Yes.
Q And the estimated reserves for this unit?
A 300 mllion cubic feet.
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Q And you're famliar with the well costs for
this well?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A It has.

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

Yes.

Q I n your opinion, does the AFE represent a
reasonabl e estimate of the well costs for this well?

A It does.

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

A The dry hole costs is $171, 344, and the

conpl eted well costs is $283, 283...238.

Q Ckay, so 171344 and 2832387
A That's correct.
Q Do these costs anticipate a nultiple

conpl eti on?

A They do.
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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 It woul d.

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

BENNY WAMPLER: Questions from nenbers of the

Boar d?

DONALD RATLI FF: Who owns the coal ?

DON HALL: Coastal...Alpha, | guess, now own all of
it. Oms a 100%

BENNY WAMPLER.  They own a 100%

DON HALL: Par don?

BENNY WAMPLER:  They own a 100% did you say?

DON HALL: They own the whole unit, yes, Coastal or
Al pha.
BENNY WAMPLER: Al right. Oher questions?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?
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BILL HARRIS: M. Chairman, | nove for approval of

docket nunber 1121---.

BENNY WAMPLER: s there a second?

BILL HARRIS: ---as presented?

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, except Donald
Ratliff.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DONALD RATLIFF: | will abstain, M. Chairnman.

BENNY WVAMPLER M. Ratliff abstains.

DONALD RATLI FF: | was | ooking ahead. | had
questions for the next one. | couldn't find the coal owner.

BENNY WAMPLER: The next itemis a petition from

Equi t abl e Producti on Conpany for pooling of a conventi onal

gas unit V-503193, docket nunmber VGOB-03-0218-1122. W'd ask

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

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser and Don Hall, again, on behalf of Equitable
Producti on Conpany.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, state your nanme for the record,
who you' re enpl oyed by and in what capacity?

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

Q And you're famliar with the application we
filed for the establishnent of a drilling unit and the
pooling order for EPC well nunber V-503193, which was dated
January the 17th, 2003?

A Yes.

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

A Ve do.

Q And prior to filing the application, were
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efforts made to contact each of the interest owners within

the unit to work out a voluntary | ease agreenent?

A Yes.

Q What is the interest that Equitable has
| eased within the unit?

A We have 93.07% | eased.

Q Ckay, and actually there is only one
unl eased tract in the unit and that's Tract 5, which was
owned by a Christy Smth?

A That's correct.

Q And what percentage then does that tract

represent that is unleased within the unit?

A 6. 93%

Q Ckay. Now, are all unleased parties set out
in Exhibit B?

A Yes.

Q Now, in this particular case, we don't have
any unknown or unl ocateable fol ks, do we?

A No.

Q Ckay, in your professional opinion then was

due diligence exercised to |l ocate each of the respondents
named herein?

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

A Yes.

Q Are you requesting this Board to force poo

all unleased interest listed at Exhibit B?

A Yes.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

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

A A five dollar bonus, a five year term and

one-ei ghth royalty.

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

A It does.

JIMKISER M. Chairman and nenbers of the Board,
as to Ms. Smith's election options that she's afforded by

statute, we'd once again ask that the testinony regarding
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those and the tinme periods in which to make them was taken in
VAEOB docket number 03-0218-1120 be incorporated into this
heari ng.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Hall, we do not...the Board does not
need to establish an escrow account for this particular unit,
is that correct?

A That is correct.

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

A Equi t abl e Producti on Conpany.

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

A 5126 feet.

Q And are you requesting the force pooling of
t hese conventional gas reserves not only to include the
desi gnated formations, but any other formations excluding
coal formations which nay be between those fornations
designated fromthe surface to the total depth drilled?

Yes.
VWhat are estimated reserves for this unit?

250 mllion cubic feet.

o > O »

Now, are you famliar with the well costs
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for this well?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A It has.

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

A Yes.

Q In your opinion, does it represent a
reasonabl e estimate of the well costs?

A It does.

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

A 168,652 is the dry hole costs, and the
conpleted well costs is $276, 029.

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 And in your professional opinion, would the
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granting of this application be in the best interest of

conservation, the prevention of waste, and the protection of

correlative rights?

time, M.

Boar d?

questi on.

A Yes.
JIMKI SER  Nothing further of this witness at this
Chai r man.

BENNY WAMPLER:  Questions from nenbers of the

DONALD RATLI FF: Yeah, 1'll go back to ny | ast

Who owns the coal here?
DON HALL: Al pha as well as sone other people.
DONALD RATLI FF: It's not...there's no attachnent.

JI' M Kl SER: It's a conventional well.

DONALD RATLI FF: Conventional well.

DON HALL: Conventional well. So, | don't need to

know who the coal owner is.

BENNY WAMPLER:  Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI' M Kl SER: M. Chairman, we'd ask that the

application be approved as submtted.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So noved, M. Chairman.
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BENNY WAMPLER: Mbtion for approval. |Is there a

second?

Bl LL HARRI S: 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.

DON HALL: Thank you.

BENNY WAMPLER. The last itemon the agenda is the
Board on its own notion will consider adoption of standard

formorders, which are al so proposed to be submtted
henceforth beginning today by the petitioners. Copies of the
orders are currently under consideration were distributed at
the January Board neeting with a solicitation for review and
coment. W thank those who took tine to comment. | guess
at this point intinme if there's any additional discussion,
|'d ask M. WIlson or Ms. Pigeon for any coments they may

offer on this. But | think we...we have a formorder that's
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i ncorporated nost of the comments that we've received.

SHARON PIGEON: | didn't have an opportunity to

send back the ones that were commented and | think that your
comments were all incorporated.

JIMKISER Yeah. |'ve just got sone other
guestions fromthe | ast batch that you sent.

SHARON PI GEON:  New questions. W don't have any

pl ace on the docket for new questions.

JIMKISER Well, sort of really the sane
questions, and it's not big. | nean, I'll do it whatever way
you want ne to do it.

BENNY WAMPLER. We're not taking questions.

MARK SWARTZ: Can you do that? (I naudible).

BENNY WAMPLER: I n jest.

JIMKISER In jest.
MARK SWARTZ: Well, | thought you could give sone

advi ce here and be bullet proof.

JIMKISER Wll, what do | have here. | thought I
had all m ne here.

(JimKiser reviews his notes.)

JIMKISER | don't have any questions on the form
for | ocation exceptions. |'mperfectly fine with that. The

only questions that | have on the proposed orders for either
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a conventional well or a...in our case, you did it as a Nora
order, CBMwell, is how you want us to do the exhibits,
because, you know, we do Exhibit B? That's what we do. They
do apparently B-1, B-2 and B-3 and maybe sone ot her stuff

too. And fromthese drafts...the latest drafts that you sent
me, | guess maybe a week or so ago, you know, in anticipation
of doing this today, still on both...and they don't do
conventional wells, on both the conven...the proposed
conventional order and the proposed Nora order, it stil

tal ks about B-3. It also tal ks about E sonething, which is
sonet hi ng el se they do.

SHARON PIGEON:. Did you read ny transmttal note

that says, "I amrecomendi ng that all applicant's use
st andard exhi bit markings."
JIM KISER  Standard exhi bit markings?
SHARON PI GEON:  The ones that they are using.

JIMKISER  The ones that they are using. kay.

Vll, | need to get a copy of the way they do it then
because- - -.
MARK SWARTZ: If you guys call, 1'Il tell you
JIMKISER Ckay. | don't...| nean, it doesn't

matter to nme how we do it.

SHARON PI GEON:  Well, it's just for our use---.
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BENNY WAMPLER: It would just help if everybody

used it.

SHARON PIGEON:  ---if we were all using the

same- - - .
JIM KISER  Ckay.

MARK SWARTZ: It's easier for everybody because,

you know, when | get sonething you've done, then the nunbers
are different (inaudible).

JIMKISER  Right.

BENNY WAMPLER: That's what we're trying to do is

get everybody on the sane page. So, you don't have any
obj ection to those.

JIMKISER | don't think. Wat's...what is...I
mean, it seens to ne like yours is sort of repetitive,
frankly.

MARK SWARTZ: Well, B...if we have an Exhibit B-1

JIMKI SER  Ri ght.
MARK SWARTZ: ---it would list every owner or

claimant in the unit regardl ess of whether or not they are
| eased. For exanple, you created a drilling a unit, that
woul d be an instance where you would even...if it was a big

unit on sonme of those sealed units, we would have an Exhi bit
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E which listed every owner or claimant.
JIMKISER  Okay, so the first exhibit, which is
called Exhibit B...now, wait a mnute let's back up.

MARK SWARTZ: And then B-2---.

JIMKISER: Let’s back up. Wait a minute.
Conventional wells, they don't do...can we keep doing that in
the way we've been doing it? You don't have conflicting
claimants. You don't have...l don't know why you woul d ever
need nore than one exhibit.

SHARON PI GEON:  Wel |, the thought here is that if

you pick up sonething that is marked with a letter, it is
al ways the sane thing.

BENNY WAMPLER:  Yeah, you woul dn't include the ones

that you didn't have anything...any reason to be using.
You'd just include the applicable exhibits.

JIMKISER Well, but see, the way they do it as
far...they, to ne, regurgitate the sane thing two or three
tinmes just for whatever reason they do it. But---.

SHARON PI GEON:  Just so we'll understand it | guess

is why they do it.
MARK SWARTZ: Well, Ais the plat, is always the

pl at .
JIM KI SER  Ckay.
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MARK SWARTZ: Bisif we...if for sone reason we

need to list everybody who's an owner or claimnt, we use an
Exhibit B. |If we don't have to do that, we don't use that.
JIMKISER  You don't?

MARK SWARTZ: No. B-2 would be a list of people

that we either dism ssed or added and woul d be the reasons
why. B-3 is the people we're pooling. Cis always the---.
JIMKISER  Di sm ssed or added since when?
MARK SWARTZ: Well, we cone to the hearing and we

m ght want to add sonebody---.
JIMKISER Since the tinme you filed the original
appl i cation?

MARK SWARTZ: Oh, yeah, because, you know, two

nmont hs- - - .
JIM KI SER  Ckay.
MARK SWARTZ: ---can go by and---.

JIMKISER  So, that one may not happen either?
MARK SWARTZ: Correct. And B-3 then would be the

list of respondents.
JIMKISER And their interest and whether they're
| eased or not?

MARK SWARTZ: Ri ght .

JIMKI SER Ckay, | thought---.
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MARK SWARTZ: No, no, no, we...B-3 is only the

peopl e we' re pooling.

LESLI E K. ARRI NGTON: Unl eased i nterest.

MARK SWARTZ: Unl eased i nterest.

JIMKI SER So, if you don't need to use B and you
don't need to use B-2---7?

MARK SWARTZ: You al ways use---.

JIMKISER ---then all you have is the people---?
MARK SWARTZ: B-3...B-3.

JIMKISER ---that you're pooling?
MARK SWARTZ: Correct.

JIMKISER  So, the other people who have al ready
| eased in the unit never get |isted?

MARK SWARTZ: Correct. Unless you create a unit

that is larger...if you created a drilling unit, a
conventional unit, that was |arger than your perm ssion to
create a unit in your |ease, then you would have to notice
themto create the unit.

JIMKISER That's going to be rare.

MARK SWARTZ: | know. But, | nean, you know, there

is...you know, and | guess...you know, if you're perfect
unli ke we are, you know, we need B-2 all the tinme, you know,

because we're always addi ng or subtracting.
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JI M KI SER

See, we rarely do.

MARK SWARTZ: |

MARK SWARTZ:

we bot h need.

know.

Cthen is a well

Ri ght, AFE.

can't remenber what

I[t's list...the Nora order

conflicting gas owners and clainmants are listed in an Exhibit

E

Exhi bit E.

agreenents to solve the conflicting clains problem

doubl e E.

JI M KI SER
MARK SWARTZ:

It was.
JIMKISER Wl

MARK SWARTZ:

So, conflicting claimants is Exhibit

BENNY WAMPLER

MARK SWARTZ:

JI M KI SER

Ckay,

cost estinmate, which

W used to use sonething for

It just nust be amazing.

D, but

see this thing lists another one.

|ists...see,

this says your

the escrow requirenent

E

You woul dn't have that.

I f you' ve got

is in

royalty split---.

Ch, yeah, we have it on CBM wel | s.

BENNY WAMPLER

MARK SWARTZ:

JI M KI SER
DON HALL:
JI M KI SER

Don,

mean, if you wasn't---.

And i f you have got

your rates are going up

So are m ne.

Huh,

SO are yours,
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So, Ais the plat, B, plain B or B-1 or whatever you want to
call it. Wat do you call B or B-1?

MARK SWARTZ: We usually call it B

JIMKISER Bis alisting of everyone who may be a
possible claimant within the unit. Wat is the determ nation
of whether or not you do that?

MARK SWARTZ: Well, you would only do that if you

want...if you wanted to |ist owners that you weren't pooling
for sone reason. So, if you were creating a---.

JIMKISER  Yeah, in the case of conventional
wel l's, which you aren't doing, you d have to do that because
you're establishing a drilling unit.

BENNY WAMPLER: Ri ght.

JIMKISER Ckay. So, we're going to have a B. W
woul dn't have to do in the case of a CBM wel | ?

MARK SWARTZ: Assunming you were in a field.

JIMKISER Right. And in that one you don't
list...you just list their name and address, you don't |ist
the percentage of the unit that they own or any of that
stuff, do you?

LESLI E K. ARRI NGTON: Wl | ---.

MARK SWARTZ: | don't think you have to but we

do---.
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LESLI E K. ARRI NGTON: W do.

MARK SWARTZ: ---because it's just easier. You

know, we've got it and we've done it once.

JIMKI SER  You don't list whether it's |eased or
unl eased, you just list what percentage of that would be in
the unit?

LESLIE K. ARRINGTON: The purpose for our Exhibit B

is actually our provisional order.
JIM KI SER  Ckay.
LESLIE K. ARRINGTON: And once that's set up, we

start making everything fromthat exhibit, everything is
gener at ed.

JIMKISER And B-2 is anybody that you're going to
have to...that you need to add or dism ss since the tine that
you filed your original application.

MARK SWARTZ: Ri ght .

JIMKISER B-3 is just the people that are being
pool ed.

MARK SWARTZ: Force pooled, right.

JI' M Kl SER: Cis the AFE. There is no D?
LESLI E K. ARRI NGTON: Exhibit D, Anita and | have

tal ked about what is that exhibit for just a second. A while

ago we were doing sone units that folks...we had to |ist
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everybody in Exhibit B but then it was al so being a forced
pool ed unit as we |isted themover there. So, we also |listed
and Exhibit D, people who that did not get an el ection
opportunity.

MARK SWARTZ: Ch, right. Yeah, yeah.

LESLIE K. ARRINGTON: So, people that we al ways

listed in Exhibit D had no el ecti ons.

MARK SWARTZ: Well, here's what happened. W

sol ved that problem which is why we don't do it anynore.
When you notice...you know, if you get out a notice and
you're creating a drilling unit, in addition to pooling that,
you can't provide election options to everybody in Exhibit B
because you're giving election options to people you've
| eased from

JIMKISER  Right.

MARK SWARTZ: So, we use to use D to sort of

subtract---.
JIMKISER Sort that out, okay.
MARK SWARTZ: ---that out. Now, since we've

standardi zed the B-3, the way the orders are worded is the
el ection option, participation option---.

JIMKISER Those are people in B-3.

MARK SWARTZ: ---so if they always do B-3 so then
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you' re square with---.
JIMKISER: You sort of substituted B-3 for D?

MARK SWARTZ: Yeah. W don't use it.

LESLIE K. ARRI NGTON: And we haven't used it in a

| ong tine.
JIMKI SER Al right.
BENNY WAMPLER: But they do have EE.

JIMKISER  Yeah. Well, | haven't gotten to that
yet.
MARK SWARTZ: That's the split agreenent.
JIMKISER |I'mtrying to go in al phabetical order
MARK SWARTZ: That's the...that's the split
agr eenment .

SHARON PI GEON: He's just trying to conplicate it.

JIMKISER  So, you don't have any problemw th not
having a D? W're skipping fromCto E
SHARON PIGEON: |'mcool with that.

JIMKISER Al right. E is going to be the
conflicting claimants in the case of a CBMwell. Then EE
woul d be potential...you know, potentially we'd have that in
the case of the Rogers wells because |'ve got that royalty
split agreenent, which | think is the only people we have

t hat on.
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BENNY WAMPLER  Ri ght .

JIMKISER And that's all...that's all the
exhibit, right?

SHARON PIGEON: That's it.

JIMKISER Al right. I"mclear, | guess. It's
just a conpletely different way. |'ve been doing it one way
for el even years.

MARK SWARTZ: But see, you're way younger than

am And probably it's going to be easier for you to change,
you know.

JIMKISER Don't try to be nice to ne.

MARK SWARTZ: | didn't feel like | was trying to be

ni ce.

SHARON PIGEON:. Did he give you that ms---?

JIM KISER Yeah.

MARK SWARTZ: |'m al ways m sunder st ood.

SHARON PI GEON: | think ny---.

JIMKISER W have to talk to Mel anie Freeman
about this, Don. And this starts with the application we
file for April? W've already filed the March ones. This
wasn't in place.

SHARON PI GEON:  Well, that's true. But for the

orders---.
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JIMKISER Well, it's going to have to be Apri
for those too, because you can't have the applicant---.

MARK SWARTZ: CNX on one nont h.

JIMKISER Yeah, it's one nonth. The deadline for
March was | ast Friday, and those have been filed in the old
way.

BENNY WAMPLER: Wl |, the only difference...| nean,

it wuldn't affect the standard formorder today. It just
affects the exhibit reference.

JIMKISER  Right.

SHARON PI GEON:  The exhibit reference would need to

be---.

BENNY WAMPLER: It would just need to be---.

JIMKISER Right. Wen we file applications for
the April hearing in March, | will need to do themlike this
and we will need to submt...what's this going to be? Don't
we need to submt a proposed order with the application, too?

MARK SWARTZ: Ri ght .

JIMKISER |Is this going to be Exhibit F?
LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: Yeah. That is Exhibit F. The

proposed order---.

LESLI E K. ARRINGTON: It is.
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We're just so organi zed.

JIM KISER Huh?
MARK SWARTZ: W
JIMKISER Al

SHARON Pl GEON:

| ater.
JIM KI SER:  Yeah

SHARON PI GEON:

got this---7?

BENNY WAMPLER

SHARON Pl GEON:

JIMKISER Al
"Il call you.

SHARON Pl GEON:
okay with that?

JI M KI SER  Yeah

SHARON PI GEON:

you all nade have been inc

that |l ast one until so | at

didn't get it out to you.
to you. | think naybe one

Cakwood took quite...quite

-is Exhibit F. W left that out.

're just so organized.

right.

You're going to thank us for this
, you tell me how.

Isn't that what they told ne when

You're still working on it.

Yeah, I'mstill---.

right. If | have any questions,
s that it? Do you think you're

| think nbst of the comments that

orporated. | just didn't get to

e in the day on Friday that |
[ 1

But go ahead and send it out

t hi ng has not been changed. The

a bit of work. But it was...we
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put it all in that way. So, we're okay with doing that.
JIMKISER | nean, did you submt these as F with
your March applications?

MARK SWARTZ: W' ve been doing it for a couple now.

JIMKISER  Onh, okay.
LESLI E K. ARRI NGTON: Not...not this one.

MARK SWARTZ: Not that.

SHARON PI GEON:  Ri ght.

MARK SWARTZ: W submt an order that we...that is

patterned after the Board's order that we nodify and fill in
t he bl anks and so forth---.
JIMKISER  Ch, okay.

MARK SWARTZ: ---because we use it...the reason we

started doing that was when we changed the application and
notice of hearing. The statute and the rules require us to
tell people what relief we're seeking. So, we figured we
woul d i ncorporate that order and that would satisfy our
notice requirenents. So, that was...| nean, |I'mnot sure we
ever had this discussion. But that's...we are...we are going
to continue probably to serve the order on the peopl e that
we're nam ng as respondents because that's their...that's how
we alert themas to what relief we're seeking. That's just

what we have done.
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SHARON PICGEON: | can email this with the changes

to you guys so you'll have them

MARK SWARTZ: That will be great.

BENNY WAMPLER: Do you have both their enai

addr ess?

SHARON Pl GEON: | think that |I...1 think that | do.

| think there was only one that we didn't incorporate. |If
you have any questions---.

MARK SWARTZ: Do you renenber which one?

SHARON PI GEON: Bob, do you renenber which one it

was ?

BOB WLSON: No.

JIMKISER Can you email these proposed orders to
me?

SHARON PI GEON:  Un- huh.

JIMKISER So, we can just---.
SHARON PI GEON: | have---.

JIMKISER So, we'll have themlike that. | guess
we can scan them

BENNY WAMPLER: That's what we're going to do.

BILL HARRIS: A disk will---.

BENNY WAMPLER.  No, we're going to enail themto

you.
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SHARON PIGEON: W are going to email themto you

and then we can---.
JIMKISER Okay. So, she don't have to reproduce
them | guess we could always scan them

MARK SWARTZ: It's a whole | ot easier.

JIM KI SER.  Yeah.
SHARON PI GEON: We think we have a software to

track the changes.

BENNY WAMPLER:  Yeabh.

SHARON PI GEON:  So, that way we can really pick up

on it without it being difficult.
JIMKISER | mght have had one or two---.
MARK SWARTZ: Are you guys still using WrdPerfect

or are you using---7?

SHARON Pl GEON: No, we use Word.

BENNY WAMPLER: Word. .. Wrd. W don't use

Wor dPer f ect .

MARK SWARTZ: (Okay, good, because |'d rather use

Wrd as well. And that's easier to track the changes.

SHARON Pl GEON: And what is that software that

allows us to track the changes?

MARK SWARTZ: Well, Wrd allows you to do it. You

just turn it on.
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BILL HARRIS: Yeah, it's a feature of the Wrd.

Yeah.

BOB W LSON: No, this---.

BENNY WAMPLER: Wl |, yeah, but we bought software

that will pick up anything el se that you change. .. anything
that's changed in the docunent, it wll flag it. So---.

MARK SWARTZ: Ch, conpare...yeah, we've got...yeah

JIMKISER Well, |'mprobably...you don't want to
do it now because | know everybody wants to go to |lunch. But
' m probably going to need to take this and go back and | ook
at these again to nmake sure I'mstill clear or in agreenent
on what they say.

SHARON PI GEON: Do you have enmil address on your

card?
JIMKISER No, it's jeklaw@hatertn. net.
SHARON Pl GEON: | ekl aw@hat er. net.

JI' M Kl SER: chartertn. net.
SHARON Pl GEON:  tn.

MARK SWARTZ: \When we get those orders, we'll use

that form--.
JI' M Kl SER: Because the conventi onal order, which
they don't have to deal with but we do obviously, and we're

going to adopt this sane set of exhibits for both
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conventional well and CBMwells only tal ks about an Exhi bit
B, for instance. | nean, so there's already a problem

SHARON Pl GEON: Uh- huh.

JIMKISER  No, except for when you get back here
you start tal king about B-3, which is only the people who
you're force pooling. See, |'ve already got this down.

SHARON PI GEON:  See, it's so easy for you. | don't

know why you woul d be conpl ai ni ng.

JIMKISER And then | would...l would suggest, you
know, on the CBMorders...| don't know about their Oakwood
and, you know, they got gob and seal ed gob and all of that.
W' ve basically got Roaring Fork and Nora. The fornmations
are not...or the coal seans are not always the sane in this
Nora one. You've kind of got themlisted out including a
bunch of Poca seans. | don't know that | just wouldn't | eave
t hat bl ank.

SHARON PI GEON: Wl |, you don't have to fill in the

bl ank. W have put blanks in themwhen we first started---.
JIMKISER Ch, you all will fill themin for the
testi nony?

SHARON Pl GEON: No.

JIM KISER No.

SHARON PI GEON:  You're going to fill in the
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i nformation, but you don't have to use a blank to do it
necessarily. | nean you need nore space. | think that was
part of your comment. You can go ahead and type of it in
there. The software will pick up---.

JIMKISER  Ckay.

SHARON PI GEON:  ---that you just have gone on to

anot her line or sonmething. So---.
JIMKISER Okay. So, we can do that?
SHARON PI GEON: You can do that, yeah.

JIMKISER W can nodify that as we go?
SHARON PI GEON:  Right, right.

MARK SWARTZ: | qguess | didn't really...l'mnot

sure | had the tine to think about it. The way you list...
nean, as |long as we've got an opportunity to---.

JIMKISER  That's---.

MARK SWARTZ: The way you guys |ist page three, you

know, those coments---.

SHARON PI GEON:  All that stuff at the top that |

particul arly hated.

MARK SWARTZ: Do we need to continue to do that?

SHARON PI GEON: | don't know why it was ever done

that way. That's just the way | inherited it.

MARK SWARTZ: It takes up a huge...because that's
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where you list those seans and so forth and takes a
tremend- - -.

JIMK SER Wll, see, that's the second tine
they're |isted.

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

MARK SWARTZ: Ri ght .

SHARON PI GEON:  They're listed in the narrative

just before---.

MARK SWARTZ: Ri ght .

SHARON PI GEON:  ---you get to that.

MARK SWARTZ: R ght. And then the well

i nformati on---.

SHARON PI GEON: That's really kind of hard to do as

far as deci phering and getting in those col unms.

BENNY WAMPLER: | don't think anything nakes us do

it as long as it's incorporated in the order and it is.

MARK SWARTZ: And the...yeah, because of the wel

information we put in sonmewhere else as well. You m ght just

consi der before you send those to us---.

SHARON PI GEON: | don't have any problem--.

MARK SWARTZ: ---just ditch that if it's okay with
you all.

SHARON PIGEON: ---with it. That's the way it
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cane.

MARK SWARTZ: It cuts out a half a page.

SHARON PIGEON: It's also a problematic page.

That's the kind of thing going email drafts would get out of
al i gnment, you know.

BENNY WAMPLER:  Yeabh.

BILL HARRI'S:  Tabs.

MARK SWARTZ: And it's an opportunity to nmake a | ot

of mstakes. There's a lot of blanks on it that are filled
in el sewhere.

BENNY WAMPLER. Ckay, let ne ask this so that we're

not...Jim you' re not under the gun like this. Wy don't we
just continue this docket item before the Board adopts this,
but ask you go ahead and i npl enent as though we adopted it
today and let’s work through the process and then the next
time we'll put themup for adoption, any changes and---.

JIMKISER  But go ahead and file ny April ones
under this format?

BENNY WAMPLER:  Yes.

JIM KI SER Ckay.
BENNY WAMPLER:  And |i ke | say, work through, you

know, starting today anything you have under these formats as

t hough...and then just see what---.
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JIMKISER Well, | don't think it's going to be
any problem

BENNY WAMPLER:  ---kind of problemit may flush and

then we'll adopt it next nonth. |Is that fair?
JI M KI SER  Yeah.
MARK SWARTZ:  Yeabh.

BENNY WAMPLER: Ckay. Do you have anything, M.

W1 son?

BOB WLSON: On this particular thing, | think we

need to provide a little bit of flexibility in this thing for
when we find better ways to do things in the future. | don't
think we need to absolutely lock in these forns because |ike
t he paragraph you just brought to their attention, things of
that sort. Exhibits that nay take | ess space. |f you cone
up with a better way to do that, we should be able to cone
back and I think...I don't see any reason we couldn't do sone
of this stuff admnistratively if it works for you and ne
since we're the ones who are handle the paper. W're also
going to have additional orders that we're going to have be
concerned with. For instance, the disbursenent order. W
want to get one of those in standard form W haven't
brought that to you yet.

JIMKISER A nodification of field rule orders.
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BOB WLSON: Right. Things of this sort. So, |

woul d lIi ke to suggest that naybe we work toward an
adm nistrative way of handling this rather than having to
bring each one to the Board. W can always circulate to the
Board for their comments. But, like | say, since...fromour
st andpoi nt, Sharon and | are the ones who are going to be
dealing with the paper. You guys are dealing with them
there. If we can cone up with a better way to do sonethi ng
that woul d be a nechanismthat we can go ahead and do it
W t hout having to bring each and every form--.

JIMKISER  One Exhibit B.

DON HALL: Cut the reduction down.

JIM KISER Huh, cut the reduction. What happens
if...what happens if---7?

BOB WLSON: Well, hey, that's---.

JIMKISER  ---because people showi ng up and
testi nony changi ng or whatever that changes need to be...
there need to be changes fromthe testinony and evi dence
presented at the hearing that need to be reflected in the
final order. Do you just do that or do we have to go back
and do that?

SHARON Pl GEON: You should be able to add a

paragraph, Bob Smith showed up to testify.
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JIMK SER So, we've got to do that, too?

SHARON Pl GEON: You'll be here. You're here.

DON HALL: Do we get a copy of the transcript?

MARK SWARTZ: Take notes for God's sake.

SHARON PI GEON:  Usually, | don't have a transcri pt

when |'' mworking on there because it's, you know, a tight
kind of thing on getting the transcript. Depending where she
is on...how many were there and all that.

BOB WLSON: W'll sell you one.

MARK SWARTZ: Don't put us on your mailing list.

SHARON PI GEON:  When |'mdoing them | rely on ny

notes and then | try to double check fromthe transcript.

LESLIE K. ARRINGTON: Anita, takes good notes.

BENNY WAMPLER:  Ri ght.

BOB WLSON: | would like to respond to one thing

that Jimsaid a second ago. The extra pages do matter
because we're paying to record this stuff and these guys are
paying to mail this stuff out. It all adds up to the cost.

| know we're trying to cut our end out as nuch as we can. |
t hi nk everybody’s trying to pinch right now. So, anything
that can shorten the thing it's also of an economc value to
all of us.

MARK SWARTZ: And al ong those |ines, because |
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didn't realize that we had an opportunity to just talk
conceptual ly, | have wondered why you attach the exhibits
that you record, sone of them | nean---.

SHARON PI GEON:  Anything that's referred to in the

order has to be attached. | don't think you can refer to an
exhibit in an order and not have it there.

BENNY WAMPLER:  No, you'd have to have it there for

whoever wants to---.

SHARON PI GEON:  Yeah, when they pick up, it's

conplete on its face.

BENNY WAMPLER:  You' ve got to have a conplete---.

SHARON PI GEON:  The things that are not referred to

in the order don't have to be.

BENNY WAMPLER:  Bob, responding to your...to your

coment, and fully respectful, | really think if the Board is
going to have an adopted formof order, we'd have to stick to
the Board having to change that. Now, | don't think that
that's saying we're going to be inflexible with suggested
changes. | think we can rapidly nove to adopt those changes.
But | think we're better off to have that because it's too
easy to get back in four or five different ways of doing
sonething. That nakes it...that starts cutting into the

ability to keep an efficient process, |I think, overall. So,
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l"mnot...l think your suggestion was good that we remain
flexible. But |I don't think it's going to be a big problem

| think, in fact, it would help for the Board to keep it as
an adopted form of order.

SHARON Pl GEON: You should be able to do that sua

sponte pretty quickly. 1It's not going to be starting over
like this.

BENNY WAMPLER: Just list it next nonth.

JIMKISER Well, that's a procedural thing anong
you all. But since we're here discussing this ad hoc, | do
want to nmake a couple of comments. A, the plat, that's fine.

| nmean, it's...Exhibit B, which in the case of conventiona
wells, | nean, | understand | guess why they do it. But B
and B-3, with B being, you know, you've got a |ist of people
who are in the unit to establish; B-3 lists only the interest
being pooled. | still don't know why, particularly in the
case of conventional well, you couldn't just do that in one
exhibit. B-2, which is when they add or dism ss people, what
we' ve been doing is just providing you at the hearing with a
revised exhibit B. | don't know what the beef is there. E
can understand on a CBM wel | because that way it |ays out who
the conflicting claimants are for you. Wereas, on our

exhibit, you'd have to...we do it by putting gas estate only
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and coal estate only and you kind of have to go through them
and maybe match up the tracts and see who are conflicting. |
mean, maybe that is a little bit harder for...not only for
you but for sonebody that is running title or sonething or
sonebody, you know, picks these things up. | still think
this is a hell of lot of exhibits.

MARK SWARTZ: Well, the reason we do Exhibit E

because the Board rules require us to do it. The Board rul es
require us to tell them who needs to be escrowed. It's not
like...l nean---.

JIMKISER Wll, we do it, too. W just do it in
a different fashion.

MARK SWARTZ: But, | nean, you know, we are

required to disclose that to the Board as part of the
process. So, that's why we do that. Qur problem you know,
with having one Exhibit B, if all | had was a B that |isted
everybody in the unit, then | don't have to have sone | engthy
recitation of the people in that exhibit that | wasn't
pool i ng.

JIMKISER No, you wouldn't. You just list them
as | eased or unl eased.

SHARON PI GEON:  Wel |, but he...this way you don't

have to attach B to the order. You're attaching only B-3,
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which is going to be a smaller exhibit.
JIMKISER You do in the case of a conventional
wel | .

MARK SWARTZ: Yeah, but you're dealing with a

finite nunber of people normally.
JIM KISER  Yeah.
MARK SWARTZ: And we have hundreds of people. And

you're right, | nmean, froma paperwork standpoint.

SHARON PI GEON:  The B-3 is nuch nore manageabl e.

JIMKISER So, the goal here is to make sure every
operator is doing this exactly the sane way and that does
what for you? WMakes it easier and faster?

MARK SWARTZ: | know what it does for---.

SHARON Pl GEON: It nakes it easier for ne to do the

three jobs I'mcurrently assigned.

JIMKISER Well, I"'mnot trying to be smart or
anything. |'m asking a question.
BENNY WAMPLER: | think it hel ps the public

really---.
JIM KI SER  Yeah, okay.
BENNY WAMPLER:  ---once they see how things are

done to understand, and it does facilitate a revi ew

internally.
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MARK SWARTZ: Wel | ---.

SHARON PIGEON: And | think it hel ps us answer

questions |like the gentlenman that was here earlier today. |If
we had had an Exhibit E to see if he was ever subject to
escrow as opposed to just himtal king about things in the
abstract and not doing...not having these figures there.

MARK SWARTZ: Well, fromour standpoint in

reviewing orders, every tinme that...it occurs to ne that
every tine Goria or whoever was doing themin the past, you
know, and then giving themto Sandy, there was a different
operator that got in the loop of ny form Wen | got the
next set of orders, all of sudden it wasn't B-3 or it wasn't
this or it wasn't that because you had to inplenent a change.
I f you went froman QGakwood Field to a Mddle R dge, there
woul d be all these references to 80 acre units and we're
dealing with 58.74 for a unit. However that form got
recycl ed because we didn't have one for everything and it
wasn't consistent, so then nost of the...you haven't been in
it that long, but nost of the coments | make to you guys are
formfill issues shifting fromone operator or one field to
the next that this proposal...99% of the "m stakes" that we
find will be solved by what you're tal king about. So, in

terms of inproving the quality of everybody's life and the
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product that comes out of this Board, | think it will help
because there's just...there's no opportunity to nmake that

m st ake over and over again. | nean, you know, | have to
check the order every nonth when | get it to nake sure that
the interest is not assigned to the applicant by default
because ny applicants often tines are a different...it has to
be assigned to the applicant as opposed to the operator. In
sonme units, you know, sone conpani es they always want to
assign a designated operator. Well, in some of ny instances,

t he desi gnated operator doesn't have a dog in the hunt, you

know, from an ownership's standpoint. So, | have to read...
and if we just had...if you just did it one way and was
predictable, it will...lI think it really would inprove the

quality of the product collectively and the anount of tine
that it would take us, you know, to...you know, all of us to
interact with the order. | think it's a good idea.

JIMKISER Well, | nean, | don't think |I've got
much choice but to do it this way. Wat | need then fromyou
is a generic exanple of B, B-2, B-3, E and EE, okay.

MARK SWARTZ: Do you have an extra---7?

LESLIE K. ARRINGTON: Well, | don't have any. 1'l]|

send...we don't have any with us.

JIMKISER Les, can you just send it to ne?
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1 LESLIE K. ARRINGTON: That's not a problem

2 JIMKISER O Bob's office can pull the | atest one
3 and send it to ne.

4 LESLIE K ARRINGTON: W can just email hima unit.
5 W'Il|l just email you one.

6 JIMKISER  Ckay.

7 BENNY WAMPLER: G ve hi myour email address.

8 JIMKISER "Il wite it down.

9 SHARON PI GEON: He'll take care of you.

10 BENNY WAMPLER:  See, | know, don't I, Anita.

11 SHARON PI GEON:  Don't even be tal king over here.

12 ANI TA TESTER: Just |eave Les out. You know who's

13 going to do it.

14 LESLI E K. ARRI NGTON:  Yeah.
15 MARK SWARTZ: Yeah.
16 BENNY WAMPLER: Just watch where both their heads

17 turn when they...when they are stuck on a question.

18 JIMK SER Al right.

19 SHARON PIGEON: Is that it?

20 JIMKISER | have nothing else to say.

21 MARK SWARTZ: It's just amazing how inflexible
22 young are these days. It's just amazing.

23 BENNY WAMPLER:  Thank you all very nmuch. Bob.
24

o 207



© 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 WLSON: We need to do the m nutes.

BENNY WAMPLER: That's right.

SHARON PI GEON:  You're going to be surprised at how

qui ckly you adjust to this and how nuch you like it.

MARK SWARTZ: You'll love it.
JIMK SER Well, it doesn't involve just ne.
mean, ny clients do a lot of this work thenmselves. So, I'm

going to have to get themused to it.

SHARON PI GEON:  Well, since it's going to be

emai | ed back and forth it's going to be easy for everyone.
It really is.

BENNY WAMPLER:  Ckay. We...each Board nenber

received the mnutes and the results of the hearing of
January the 21st. | ask for a notion to approve those or if
there's any corrections to them

MASON BRENT: M. Chairman, |'ve reviewed the

m nutes and they look fine to ne. So, | nove that we approve
them as subm tted.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Mbtion to approve and second. Any

further discussion?
(No audi bl e response.)

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

(No audi bl e response.)

BENNY WAMPLER:  They' re approved. Thank you.

Thank you all very nuch.

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

|, SONYA M CHELLE 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 10th day
of March, 2003.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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