© 00 N o o b~ w DN

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

)
1

I N THE COUNTY OF WASHI NGTON

VI RG NI A DEPARTMENT OF M NES, M NERALS AND ENERGY
VIRG NIA GAS AND O L BOARD

April 19, 2005

APPEARANCES:

MASON BRENT - O L & GAS REPRESENTATI VE

DENNI' S GARBI S - PUBLI C MEMBER

PEGGY BARBAR - PUBLI C MEMBER

BENNY WAMPLER - DEPUTY DI RECTOR OF THE DMME AND CHAI RVAN
JAMES MclI NTYRE - PUBLI C MEMBER

SHARON PI GEON - COUNSEL FOR THE BOARD FROM THE OFFI CE OF THE
ATTORNEY GENERAL

BOB WLSON - DIRECTOR OF THE DI VI SION OF GAS & O L AND
PRI NCI PAL EXECUTI VE TO THE STAFF OF THE BQARD



i N (92] <t o (o] N~ o0 (o)} o — AN ™ < L0 (] N~ [ee] (e} o i N ™ < 1
— — i i i i i i i i N N N N N (



[ —

[ep )]

© 00 N o o b~ w DN

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

)
1

| NDEX

AGENDA AND DOCKET NUMBERS: UNI T PAGE
1) Escrow report 3
2-3) VGEOB- 99- 0216-0711-01 VC- 3892 5&1

VGEOB- 00- 1121-0847-01 VC- 4497 6 &1
4) VGEOB- 93- 0216- 0330- 01 P- 40 8
5) VGEOB- 05- 0315- 1413 AY- 140 CONT.
6) VGEOB- 05- 0315- 1421 PK M 23 136
7) VGEOB- 05- 0315- 1426 PK K-18 145
8-15) VGEOB- 05- 0419- 1427 BE- 121 26

VGEOB- 05- 0419- 1428 BF-111

VGEOB- 05- 0419- 1429 BG 111

VGEOB- 05- 0419- 1430 BH 111

VGEOB- 05- 0419- 1431 Bl - 107

VGEOB- 05- 0419- 1432 Bl-111

VGEOB- 05- 0419- 1433 BJ- 107

VGEOB- 05- 0419- 1434 BJ-111
16) VGEOB- 98- 0318- 0571- 03 W 34 45
17) VGEOB- 98- 0324- 0627- 02 W 35 59
18) VGEOB- 05- 0410- 1435 V-536721 66
19) VGEOB- 05- 0410- 1436 VC- 504886 93
20) VGEOB- 05- 0419- 1437 VC- 502974 102
21) VGEOB- 05- 0419- 1438 VC- 535632 109
22) VGEOB- 05- 0419- 1439 VC- 536476 96
23) VGEOB- 05- 0419- 1440 825309 119
24) VGEOB- 05- 0419- 1441 HRVAE #10 (PK M 17) 127
25) VGEOB- 05- 0419- 1442 ESTABLI SH FI ELD 164



© 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

RULES

| NDEX ( CONT)

AGENDA AND DOCKET NUMBERS: UNIT PAGE

26) VGOB- 05- 0419- 1443 PK L-16 152

27) VGOB- 05- 0419- 1444 Bl G VEI N WELL 157
#11- 05

**Approve mnutes fromlast hearing 149

*** Agenda attached

BENNY WAMPLER.  Good Morning, ny nanme is Benny

Wampler. I’'m Deputy Director for the Virginia Department of

M nes, Mnerals and Energy and Chairnman of the Gas and G|
Board. 1I’11 ask the members of the Board to introduce
t hensel ves starting with M. Brent.

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

Ri chnmond and | represent the gas and oil industry.

DENNIS GARBIS: M nane is Dennis Garbis from

Fairfax. |'ma public nenber.

SHARON PI GEON:  |'m Sharon Pigeon. |I'mwth the

office of the Attorney General.

PEGGY BARBAR: |' m Peggy Barbar, a public nenber,

Sout hwest Virginia Community Col | ege, Dean of Engi neering.

JIMMINTYRE: JimMlIntyre, public nenber, Wse,

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

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

BENNY WAMPLER: | woul d ask you if you have cel

phones, please turn themoff. They get disruptive during the
hearing. So, if you'll attend to those right now, that would
be a big help to us. The first itemon the agenda is the
Board will receive a quarterly report on the escrow account
adm ni stered by Wachovi a Bank Escrow Agent. Bob W/ son has
passed out a bal ance sheet. Do you want to discuss that now,
Bob?

BOB WLSON: Yes, sir, very briefly. As of the

first of the year, we have a begi nni ng bal ance of
$10, 031, 133.91. W received deposits of $816,528.55 during
the quarter. Interest was added in the anount of $51, 141. 11.
$32, 000. .. 32, 189. 62 was di sbursed to settlenent clains
during the quarter. $30,000.00 in contract fees were
renmoved. As you renenber, these fees accunulate at the rate
of $5,000.00 per nmonth. But they're only debited fromthe
account twice yearly and that lands in March for this year.
We had a cl osing bal ance of $10,836,613.95. W are...as of
the end of March, we had an interest rate on this account of

2.66% which is a significant inprovenent, of course. A year
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ago we were at .92% The account is increasing at the rate
of around $17,000. 00 per nonth now as opposed to the

approxi mately $5,000.00 a nonth it was a year ago. So, that
in a nutshell is the report. Any questions?

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Thank you, Bob. The next item on

the agenda is a petition fromparties to a settl enent
agreenent for disbursenent of funds from escrow and

aut hori zation for direct paynent of royalties on Tract 2,
unit VG 3892, docket nunber VGOB-99-0216-0711-01. We'd ask
the parties that wish to address the Board in this matter to
come forward at this tine.

JILL HARRI SON: Good nor ni ng.

BENNY WAMPLER:  Good nor ni ng.

JILL HARRI SON: How are you all?

BENNY WAMPLER. Good. How are you?

JILL HARRI SON: Good, thank you. |'mnot the

petitioning party. |I'mhere for the respondent. So..

BENNY WAMPLER. Do we have a petitioning party?

BOB W LSON: | haven't seen them | talked to M.

Gray's office yesterday afternoon to nake sure that he
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understood that he was essentially first on the agenda for
today. | had earlier than that indicated to himthat he
certainly needed to appear before the Board. But | have not
heard directly fromhim

JILL HARRISON: | have not either. 1'd be glad to

provi de the background information for the Board if that
woul d be of assistance. But---.

BENNY WAMPLER: That's fine if you'd like to go

ahead and just get your statenents on record and we can do
that and not hold you.

JILL HARRI SON:  Ckay.

BOB WLSON: M. Chairman, you mght want to

consi der, considering this circunstance, going ahead and
doing itens two and three together because they're both going
to be the sane circunstance.

BENNY WAMPLER: Ckay, |'ll go ahead and call...cal

that itemalso. Petition fromparties to a settlenent for

di sbursenent of funds from escrow and aut horization for
direct paynent of royalties on Tract 4, unit VC 4497, docket
nunmber VGOB-00-1121-0847-01. We'd ask the parties that w sh
to address the Board in this matter to cone forward at this
time also. Just go ahead and state your nanme for the record.

JILL HARRISON:. My nane is Jill Harrison. I'mwth
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Penn Stuart and Eskridge. This norning of the first two
matters, | represent Equitable Production Conpany in
conjunction with the request for disbursenent.

Basically, what occurred in this matter, the Mbores
filed a suit against Pine Mountain G| and Gas to determ ne
t he ownership of the coal bed nethane underlying this tract of
| and. The parties reached a settlenent agreenent and
consequently a docunent was executed in which Pine Muntain
waived its interest in the coal bed net hane underlying the
| and that is enconpassed by these two units. There was
another third unit that was suspended in-house. So that's
not a part of this. Those funds have been taken care of.

But a final decree has been entered in the Grcuit
Court for Dickenson County dismssing this matter. The
wai ver agreenent and settlenent agreenent have been executed
by all parties. Consequently, | represented both Pine
Mountain and Equitable in the lawsuit. Pine Muwuntain is
conpletely out of it now They've waived all of their
interest. Equitable remains in it as the operator on the two
units. Then M. Gay took the waiver agreenent and that's
when he has filed with the Board and requested that the funds
be di sbursed in conjunction with that wai ver agreenent.

That's where we are today.
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BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

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

anything further to add?

BOB W LSON: No, sir.

BENNY WAMPLER:  Ckay.

MASON BRENT: M. Chairman, |'d npve that we

continue these until May.

BENNY WAMPLER: | have a nbtion to continue until

May .
PEGGY BARBAR: 'l 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: Mbtion carries. They are continued

until May.
JILL HARRISON:.  All right, well, I "Il see you al

in May. Thank you very much
BENNY WAMPLER:  Thank you very nuch. The next item




© 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

on the agenda is a petition fromprevailing plaintiffs for

di sbursenent of funds escrowed on their behalf for unit P-40,
docket nunber VGOB-93-0216-0330-01. W' d ask the parties
that wish to address the Board in this matter to cone forward
at this tinme. 1'Il ask you folks to state your nane for the
record.

PETER GLUBI ACK: Yes, good norning, M. Wanpler.

BENNY WAMPLER:  Good nor ni ng.

PETER GLUBI ACK: Peter d ubiack. | represent M.

Kyl e Robi nson, who is seated to ny left, who is the plaintiff
in an action filed in Buchanan Crcuit Court which resulted
in an agreed order with the other parties involved. Pursuant
to the final order, which was made a part of the application,
we are seeking disbursenent of funds that are currently held
in escrowrelating to tract or unit nunber P-40, specifically
Tract 8. There was a little bit of confusion, but we have
resolved it, I think, with M. WIlson. At this point, Tract
8 is the tract for which we are seeking di sbursenent. | was
handed by M. Arrington this norning, a disbursenent, and |I'm
sure M. Swartz wll have his client get into it, but
essentially the application, affidavit and notice were filed
and we will sinply ask the Court to order disbursenent of the

funds and a continui ng di sbursenent directly to M. Robi nson.

10



BENNY WAMPLER: M.

comment s?

Swartz, do you have any

MARK SWARTZ: Mark Swartz and Anita Duty appearing.

You probably need to swear Anita.

(Anita Duty is duly

sworn.)

ANI TA DUTY

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

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, did you | ook at the accounting

records with regard to this tr

act inthis unit?

A Yes.
Q What did you consider?
A All of the deposits and the interest and |

cane to the conclusion that the account was bal anced.

Q Ckay, so you
records to the royalty account
A Yes.

Q Wul d you tel

exhi bit that you' ve passed out

basically conpared the bank's

I ng records and they agreed?

| the Board what...what this

represents with regard to this

particul ar application in Tract 8?

11
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A It's Tract 8, 8.31 acres. Total acres
escrowed is 35.82, which would cause a total tract percent of
escrow to be 23.1993% of the total balance in the account of
159, 611. 69 for an estimated payout of $37,028. 84.

Q So, basically, the anmount associated with
Tract 8 that would be paid out in accordance with any
judgnent is the total anount 37,028.84, correct?

A Well, at the tine of the January bal ance.

Actual ly, you should use the total of the tract percent of

escCr ow.
Q | under st and.
A Ckay.
Q But when you did this accounting, the tota

that was in the account attributable to Tract 8 that was

subj ect potentially to being paid out was the $37, 000,

correct?

A Yes.

Q Qobvi ously, the order is not going to occur
today. |It's going to occur in the future. At the tinme of

the order, are you recommending to the Board they use the
percentage of escrow as a disbursenent directive to the bank
as opposed to a total?

A. Yes.

12
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Q kay. And since this is not a split
agreenent, we have no suggestions to the Board in terns of
how this is to be disbursed. W assune that they'|ll | ook at

t he judgnent order and nake the appropriate disbursenent,

correct?

A Correct.

MARK SWARTZ: Ckay. That's all | have, M.
Chai r man.

BENNY WAMPLER: Questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER. M. d ubi ack, | have a question

Based on the final order---7?

PETER GLUBI ACK: Yes, sir.

BENNY WAMPLER: - --how do. .. how do you suggest

di sbursements be nmade?

PETER GLUBI ACK: M. Wanpler, | sinply would agree

that this is essentially the sane order that was used in the
Harrison-Watt case, the precise...the exact |anguage. In
fact, M. Sexton and | drafted it, along with M. Hodges.

So, | would assune the procedure would be that the Board
woul d recomrend di sbursenent, direct M. WIlson to prepare

the order as he has done in the Harrison-Watt cases, and

13
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once the order has been sent out and approved and signhed by
you and approved by Ms. Pigeon that gets recorded and

di sbursed or sent to Wachovia. So, essentially ny

under standi ng of the process at this point that has been
refined is that we have an order; we've asked the Board to
di sburse the funds attributable; Consol has given you what
they think the funds are. | agree...| understand that the
only accurate way to do it is to recomend that 23.1993% be
di sbursed of whatever is attributable to that unit.
Therefore, Wachovia will have the up to the m nute records.
At that point, they just transfer the check.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

MASON BRENT: M. d ubiack, are you in agreenent

with the testinony you heard of Ms. Duty?
PETER GLUBI ACK: M. Brent, | have absolutely no

way of knowing. | understand their testinony is the
account’s balance. 1I've had questions about that. I'm
certainly not adopting that as the gospel truth. It is al

we have. W'Ill take it. I'mnot waiving any rights. | have

no i dea whether it's right or not, but that's all we have
now. | assunme with their accounting, it's correct. |...1,

i ke you, received these nunbers the norning of the hearing.

14
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| don't have any i dea.

BENNY WAMPLER: O her questions from nenbers of the

Boar d?

BOB WLSON: M. Chairman.

BENNY WVAMPLER M. W/ son.

BOB WLSON: | would like to state that if this
di sbursenent is approved, that we will need the socia

security nunber of the recipient of the disbursenent. This

nunber should be sent to the Division of Gas and G| under a

separate cover. It will not be nmaintained at the Division of
Gas and Ol. It will be furnished to the bank

PETER GLUBI ACK: | understand. For purposes of the
1099, we have furnished that before and we will furnish---.

BOB W LSON: Yes.

PETER GLUBI ACK: ---the social security information

for tax purposes to M. WIlson---.

BOB WLSON: Thank you.

PETER GLUBI ACK: ---and that we understand that's a

condition of disbursenent.

BENNY WAMPLER:  Anyt hi ng further?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

PETER GLUBI ACK: No, sir.

15
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BENNY WAMPLER: M. Swartz?

MARK SWARTZ: The order should contain a directive

that the escrow agent can stop escrowing as well---.

BENNY WAMPLER: For all future---.

MARK SWARTZ: ---or that the operator can stop

escrow ng.

BENNY WAMPLER:  Al'l future paynents wll be

directed---.

MARK SWARTZ: Ri ght .

PETER GLUBI ACK: And | would point out, that has

been done, M. Chairman, and it appears to be working. The
other claimants are receiving nonthly checks. So, apparently

that systemis working and it's in the order that M. WI son

pr epar es.
BENNY WAMPLER:  For the record though, we need---.
PETER GLUBI ACK: | understand.
BENNY WAMPLER: ---to nmake sure we have that
in...thank you, M. Swartz. |s there a notion?
JIM MINTYRE: Mbtion to approve di sbursenent of
f unds.

PEGGY BARBAR: 'l second.

BENNY WAMPLER:  Mbtion is seconded. Any further

di scussi on?

16
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(No audi bl e response.)

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

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.
(No audi bl e response.)
BENNY WAMPLER:  You have approval. Thank you.
PETER GLUBI ACK: Thank you.
BENNY WAMPLER. The next itemon the agenda is a
petition---.

BOB WLSON:. M. Chairman, excuse ne, please.

BENNY WAMPLER: M. WIson.

BOB WLSON: M. Gay has cone in, if you want to

recall those nunbers.

MR GRAY: M. Wanpler, excuse ne, M. Chairman, if
| could hop back in. I'msorry, I'mlate. It |ooks to ne
i ke you have a pretty busy day here. But if | could...
understand there has been a vote to continue. | would ask
that the Board reconsider that and give ne an opportunity to
present what was in essence an agreed matter.

BENNY WAMPLER: W/ | the Board reconsider its

motion for continuation?

MASON BRENT: Yes, | will, M. Chairman.

17
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BENNY WAMPLER: Ckay, all right. W'Il go ahead

and call these two itens. There has been testinony on
record, M. Gay, by Ms. Harrison.

MR, GRAY: Yes.

BENNY WAMPLER:  She' s back, anyway. Going back to

nunber two and three on the Board's agenda. A petition from
parties for settlenent agreenents for disbursenent of funds
fromescrow and authorization for direct paynent of royalties
on Tract 2, unit VC 3892, for docket nunmber VGOB-99-0216-
0711-01; and for Tract 4, unit VC 4497, docket nunber VGOB-
00-1121-0847-01. W'd ask the parties that wish to address
the Board in these matters to cone forward at this tine.
State your nane for the record, again, please.

JI LL HARRI SON: I'mJill Harrison. I'"'mw th Penn

Stuart and Eskridge. At the hearing today, | represent
Equi t abl e Producti on Conpany on matters two and three.

MR GRAY: |I'mGCerald Gay. | represent Charlie
and Audrey Moore who are the coal bed net hane gas owners
representing each of these petitioners.

BENNY WAMPLER:  You may proceed.

MR, GRAY: Menbers of the Board, you have before
you a repetition filed under your m scell aneous petition

rules, which is supported by an affidavit and two docunents,

18
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which nmake it clear that there has been an agreenent and a
rel ease signed between the Mores, who w thout a doubt own
the natural gas underlying their property and after sone
brief litigation, an agreenent was reached that they al so own
t he coal bed net hane. This agreenent has been signed by Pine
Mountain G| and Gas and other claimant to the coal bed

nmet hane estate and Equitable, along with ny clients, and

obvi ously what we're asking to be done is to have the escrow
funds rel eased, the escrow procedure term nated and al

future royalties nailed to the owners of the coal bed net hane.

BENNY WAMPLER: Do we have an anount ?

BOB WLSON: | think the bank and Equitabl e have

wor ked on a bal ance on this---.

JILL HARRI SON: | have not seen anythi ng paperwork

W se.
MR, GRAY: VWhatever it is, once again, we sinply
want it sent to us.

BOB WLSON: M. Chairman, | just spoke with---.

BENNY WAMPLER: M. WIson.

BOB WLSON: ---Don Hall with Equitable---.

JILL HARRI SON:. Don is right here.

MR GRAY: (Kkay.
BOB WLSON: ---and he said that he thought that

19
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Ms. Harrison had a bal ance on that.

JI LL HARRI SON: Not a current.

MR. GRAY: Right. | don't have the current one
either. But it would---.

BENNY WAMPLER: Wl |, do you have a bal ance as of a

particul ar day?

SHARON PI GEON: Do you have a percentage?

BENNY WAMPLER:  Yeah. We're | ooking at the

percentage for disbursenent, understand that. [|f you' ve got
that, that's the key, and then it would be whatever date the
order goes out it would be---.
(Jil'l Harrison, Gerald Gay and Don Hall confer.)
JILL HARRI SON. Okay, with regard to well nunber

4497 we show the Moores net royalty interest in the unit as
0. 01541250, and as of 4/5/05, that came to a total of
$7,717.54 in that unit. In well nunber 3892, 0.006625 and
t hat nunber...that anobunt came to $295. 46.

BENNY WAMPLER: As of the sane date---7?

JI LL HARRI SON: Yes, sir.

BENNY WAMPLER: - --of 4/5/05?

JI LL HARRI SON: Yes, sir.

BENNY WAMPLER:  Ckay.

JILL HARRISON: And that...l have an earlier emai

20



that had the percentage nunbers and those match these. These
anounts are different because this was earlier

BENNY WAMPLER: Do you agree with those, M. Gay?

MR, GRAY: Yes, sir.

BOB W LSON: Excuse ne, M. Chairman

BENNY WAMPLER: M. WIson.

BOB WLSON: Those were net revenue interest,

right, and not percentage of escrow?

JI LL HARRI SON: Net revenue interest. | do not

know. ..l don't have percentage of interest in the unit.

BENNY WAMPLER' M. W1 son, do you have enough that

you can trace it back to the order?

BOB W LSON: Yes, sir, we can calcul ate that. MVF .

Chai rman, | woul d ask, have these nunbers been bal anced
bet ween the paynents that Equitable made and the anount
that's in the bank? Are these bank nunbers or are these
Equi t abl e nunbers that we're getting?

JILL HARRI SON: These appear to be...these are

Equi t abl e nunbers.

BENNY WAMPLER' M. Hall, we need you to testify to

t hi s.

JI LL HARRI SON: Don, are these...these are bank

nunbers, aren't they? These are...| nean, these are our

21
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nunbers of what we paid.
DON HALL: | don't know | really can't testify to
them | just brought these with ne.

JILL HARRI SON:  Ckay.

DON HALL: | didn't put it together.
JILL HARRI SON: These are...these are the nunbers

t hat show what we've paid in. W've not had, the best that |
can tell that |I know, a conparison between what the bank
shows and what has been deposited.

BOB W LSON: M. Chairman, the reason for the

question, of course, is when we draft the order, we wll do
it according to the percentage and we can only disburse, of
course, what the bank has. So, we would either need a bank
bal ance for you folks to accept or, in nmy opinion, a
statenent that you will accept what the bank shows when we
get to that point.

JILL HARRISON: | don't think Equitable would have

any objection to doing that.
MR. CRAY: Yeah, the...we're not interested at al
arguing with the bank. It hasn't been the best way to
(i naudi ble) fromthe nunbers of | followed. But,
neverthel ess, we're going to be stuck with their nunbers.

So, we'll...we'll agree. [|'Ill execute whatever docunent you
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need for nme to stipulate that.

BENNY WAMPLER: Ckay. Well, the bank...the bank

rates, we agree, are low, but that's the price you pay when
you have it to where you can pay out on demand.
MR GRAY: Right.

BENNY WAMPLER: | f they could nmake | ong term

investnents, it would be different. But any further
questions from nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve di sbursenent of

f unds.
DENNI S GARBI S:  Second.
BENNY WAMPLER:  Any further discussion?
MASON BRENT: Under discussion, M. Chairman,---7?
BENNY WAMPLER: M. Brent.
MASON BRENT: ---with the stipulation that they
w || accept the bank's nunbers at the tinme of disbursenent?
BENNY WAMPLER: | believe M...did you stipulate to
t hat ?
MR GRAY: | did stipulate that. | would al so

suggest that the notion ought to include a notion to

termnate all future escrowing. |If that was incorporated in
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that notion, that's fine.

BENNY WAMPLER:  That woul d need to. And then you

wi Il need their social security nunbers as well.

BOB W LSON: Yes, sir.

BENNY WAMPLER:  Just for bank purposes, of the

Moor es, okay?
MR. GRAY: Yes, sir.

BOB WLSON: Yes, if you could, please put those in

an entirely separate docunent to be mailed---.

MR. GRAY: [|'Ill do that.
BOB WLSON: ---to nme---.
MR. GRAY: [|'Ill do that.
BOB WLSON: ---because we do not nmintain those at

the Division of Gas and G |.
MR GRAY: (kay, very good.
JILL HARRISON:. | found in ny file two of the well

plats for the two wells. According to them on the 3892, the
Moores have 12.33% of the unit and on the other one 0.70.
But that's not going to help you with what's bei ng escrowed.
So- - -.

BENNY WAMPLER. W' ve got enough, | think, to work

it out with the stipulations and everythi ng.

JILL HARRI SON: Ri ght.
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BENNY WAMPLER: | have a notion and a second. Any

further discussion?
(No audi bl e response.)

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

yes.

(AI'l nmenbers signify by saying yes.)

BENNY WAMPLER:  Opposed, |ike sign.

(No audi bl e response.)

BENNY WAMPLER:  Mbtion carries. Thank you very
nmuch.

JILL HARRI SON:  Thank you.

MR, GRAY: Thank you very nmuch, sir. | appreciate
you all acconmmodating ny tardiness here. It |ooks |ike
you' ve got a busy day today. |[|'Il be happy to get out of
your way.

BENNY WAMPLER. Have a good day.

JILL HARRI SON: Thank you, sir.

MR, GRAY: Thank you.
BENNY WAMPLER. The next itemon the agenda is a

petition from CNX Gas Conpany, LLC for pooling of coal bed
met hane unit AY-140, docket nunber VGOB-05-0315-1413. It was
continued from March. W'd ask the parties that wwsh to

address the Board in this matter to cone forward at this
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MARK SWARTZ: M. Chairman, that was conti nued. .

Mark Swartz. That was continued |ast nonth. W were doing
sone additional title work. It is not done yet. W would
respectively ask for a sixty day, because it's turning out to
be quite a undertaking, continuance to cone back on that one.

BENNY WAMPLER: That will be conti nued.

MARK SWARTZ: G eat.

BOB WLSON: Excuse ne, that was for sixty days.

BENNY WAMPLER.  Si xty day conti nuati on.

MARK SWARTZ: Yes, sir.

BENNY WAMPLER. The next itemon the agenda is a

petition from EOCG Resources, Inc. for pooling of a
conventional gas unit PK M 23, Garden District, Buchanan
County, docket nunber VGOB-05-0315-1421. W'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

TIMSCOIT: M. Chairman, |'m Tim Scott for EOCG
W' ve. .. (inaudible) with another party. W're trying to get
it resolved. So, we'd ask if we could get both of those
matters noved to the end of the docket right before the field
rule application. M. Kaiser said that was okay with him

He represents Equitable and Hard Rock. [Is that okay?
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JI M KAI SER

Yeah, it's okay. We'd |like to get

twenty-five noved to twenty-seven, M. Chairman, if we could,

and that way he can do those two right after that. That wl|

take some tine.

BENNY WAMPLER: For Dart, itemtwenty-five on ours

to twenty-seven?

JI M KAI SER

Yes, sir.

BENNY WAMPLER: O fol |l owi ng---.

JI M KAI SER

Just put that | ast.

BENNY WAMPLER:  Ckay, follow ng twenty-seven

JI M KAI SER

Ri ght .

BENNY WAMPLER: So, we're taking item..Board's

itemsix and seven and noving it to twenty-five?

TI M SCOTT:

Yes, sir.

BENNY WAMPLER:  Ckay.

TI M SCOTT:

Thank you.

BENNY WAMPLER:  Ckay.

JIM KAl SER And nove twenty-five to---.

BENNY WAMPLER: | gotcha, to the end.

JI M KAl SER.  Ri ght.

BENNY WAMPLER: - - -end.

JI M KAl SER:  Right.

BENNY WAMPLER. | gotcha. |I'Il handle that. The
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next itemon the agenda is a petition from CNX Gas Conpany,
LLC for pooling of coal bed nethane unit BE-121, docket nunber
VAEOB- 05- 0419-1427. We'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.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: M. Chairman, we have a coll ection of

M ddl e Ridge units today, the nmgjority of which involve a
fellow by the nanme of Fred Gent, who we've seen before. M.
Gent is not opposed to our pooling, but he wants to
participate as a result of an order as a opposed to a | ease.

| think it mght nmake things nove a little quicker, since
you seemto have quite a docket today, to determne if there
are ot her people, because there's only two units where we
have ot her people...other people here, and naybe we coul d put
t hese together to save sone tine.

BENNY WAMPLER.  Ckay. Which ones?

MARK SWARTZ: It would be...we actually have from

eight, which is what you just called, through fifteen are al
M ddl e Ridge units nostly involving M. Gent. So, if you
coul d put those together.

BOB W LSON: Excuse ne, M. Chairman. Coul d we ask
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the folks in the audience that if you need to have
conversations to please go outside. It interferes with our
court recording here. The acoustics in here are pretty good.
So, every sound is picked up and it kind of overshadows our
recordi ng. Thank you.

BENNY WAMPLER:  So, you're sayi ng down through

fifteen.
MARK SWARTZ: Including fifteen.
BENNY WAMPLER: |s that too conplex, M. WIson?
BOB WLSON: No, sir.
BENNY WAMPLER. Ckay, |'ll go ahead and cal |l these.
If you' re here for these, please |isten up because we'll ask

you to cone forward if you have an interest in these units.
We're...what he's doing is w're calling all of the follow ng
units, they're all petitions from CNX Gas Conpany for pooling
of coal bed nethane units, the next one is BF-111, docket
nunber VGOB- 05- 0419-1428; unit BG 111, docket nunber VGOB-05-
0419-1429; BH 111, docket number VGOB-05-0419-1420; docket
B...is that 1 or 1?

MARK SWARTZ: |.

BENNY WAMPLER: ... Bl -107, docket VGOB-05-0419-

1431; Bl-111, docket nunber VGOB-05-0419-1432: unit BJ-107,
docket nunber VGOB-05-0419-1433; unit BJ-111, docket nunber
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VGEOB- 05- 0419-1434. W' d ask the parties that wish to address
the Board in these matters to cone forward at this tine.

MARK SWARTZ: That would be Mark Swartz and Les

Arrington, again, Your Honor.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: | need to have Les sworn.

(Leslie K. Arrington is duly sworn.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nane.

BOB W LSON: M . Chai rman, excuse ne.

BENNY WAMPLER: M. WIson.

BOB WLSON: | woul d request when we have severa

like this for the sake of assessing the orders |later on and
for the sake of sonme comments that we've gotten fromthe
peopl e who attend these things that if you coul d address each
one, when you get to the nunbers, in sequence, address one

well entirely and then go to the next well and address that
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1 entirely.

2 MARK SWARTZ: We'll do the general testinony first
3 and then we'll take them--.

4 BOB WLSON:  Yes.

5 MARK SWARTZ: ---one at atime. Normally, | do

6 that, | think. W'Il do that again.

7 Q Les, you need to state your nanme for us?

8 A Leslie K Arrington.

9 Q Who do you work for?

10 A CNX Gas Conpany.

11 Q And what's your position with thenf

12 A Manager of environnental and permtting.

13 Q Were you in charge of putting together the
14 notices of hearing and applications with regard to these

15 Mddle R dge units for today?

16 A Yes, | was.

17 Q Ckay. And did you sign the notices and the
18 applications?

19 A Yes, | did.

20 Q Ckay. And have you reviewed them..did you
21 review them before they went out or did you review them

22 before you cane here today?

23 A Yes.

24

)
1
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Q kay. Is it true that each one of these
units is indeed a Mddle Ridge unit?

A Yes, it is.

Q | think they're all the sane size today.

They're all 58.74 acres, is that correct?

A That's correct.
Q And in all incidences, the well is actually
| ocated in the drilling window, so we don't need to deal wth

any | ocation exceptions, correct?

A That's correct, yes.
Q And is the plan for devel opnent for each of
these units to drill one frac well in the drilling wi ndow to

produce the coal bed nethane fromthe unit?

A Yes, it is.

Q Ckay. Wio's the applicant on each of the
appl i cations?

A CNX Gas.

Q And is...who is it that the applicant is
requesting be designated the Board's operator if these units
are pool ed?

A CNX Gas.

Q Okay. |Is CNX Gas Conpany a limted

liability conmpany?
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A Yes, it is.

Q And is it, in essence then, a Virginia
General Partnership?

A Yes.

Q It is a wholly owned indirect subsidiary of
Consol Energy, Inc.?

A Yes, it is.

Q | s CNX aut horized to do business in the
Commonweal t h?

A Yes, it is.

Q Wth regard to the designated operator
i ssue, has CNX registered with the Departnent of M nes,
M neral s and Energy, Division of Gas and O | ?

A Yes, it has.

Q Does CNX have a bl anket bond on file as
requi red by | aw?

A Yes.

Q Wth regard to each of these hearings today,
t hese pooling hearings today on these units, what did you do
to tell people...the people that we're seeking to pool, that
there would be a hearing today?

A Yeah, all of themwere nmailed by certified

mail return recei pt requested on March the 21st and...Il'm
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sorry.

Q

get to the units,

o > O >» O P

Well, let’s save the mailing dates until we
okay.

Yeah.

But all of themwere mail ed?

Yes, it was.

And when you mailed, who did you mail to?
Each one of the folks listed in Exhibit B-3.

Ckay. So, if you had an address and you're

listed in B-3, we mail themto thenf

A
Q

Yeah, that's correct.

And did you submt to M. WIson today

copi es of your certifications with regard to mailing?

A

Q
forth?

A

Q
heari ng today?

A

Yes, we did.

And copies of the return receipts and so

Yes.

What else did you do to notify people of the

Each one of the hearing notices was

published in a | ocal newspaper.

Q

publication in a

Ckay. And we'll talk about the dates of

m nute. But when it was published, what was
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publ i shed in the paper?

A The notice of hearing and attached | ocati on
map.

Q Ckay. So, they could tell generally where
the unit was?

A Yes.

Q kay. Wth regard to all of these units, is
it true that you do not need to add anybody today?

A That's correct.

Q Ckay. And there is one unit where we're
going to have sone revision, and that's BI-107, correct?

A Yes.

Q And we filed with the Board today sone

revi sed exhi bits?

A Yes.
Q And when we get to that unit, we'll be
t al ki ng about di sm ssing sone people, correct,---?
A Yes.
Q ---because you' ve | eased thenf?
A Yes.
Q Yes. (Ckay, other than BI-107, is there any

other unit in which you' re going to have sone di sm ssal s?

A No.
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Q Ckay, just that one?

A Just that one.

Q And we'll cone...we'll cone back to that
one. Ckay, what are the |lease terns that you have offered to
t he people that you' ve been able to |l ease in these units?

A Qur standard | ease terns for a coal bed
nmet hane | ease is a dollar per acre per year with a five year
paid up termand a one-eighth production royalty.

Q Ckay. And are you recommending that if the
Board pools any of these units by its order today, that those
| ease terns...those standard | ease terns be incorporated in
the order for people who m ght be deened to have been | eased?

A Yes, we woul d.

Q Ckay. And with regard to each of these

units, have you submtted a well estinmate...a well cost

estimate?

A Yes...yes, we have.

Q Ckay. Sone of the units, the wells have
been drilled and sone have not. W'Il|l get to that when we're

dealing with the individual units, correct?
A | don't believe any of these wells have been
drilled.

Q Ckay. Sone of them have been permtted and
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sonme of them have not?

A That's correct.

Q Ckay. Is it your opinion, with regard to
these...with regard to these units, that the proposed plan of
devel opnment, which is to drill one well per unit in the
drilling wwndow to frac that well and to produce the coal bed

met hane, is a reasonable plan to devel op the nethane in these

uni ts?

A Yes, it is.

Q Is it also your opinion that if you
take...if the Board were to conbine the |easing efforts,

where you' ve |l eased the majority of each of these units, with
a pooling order that it would be your opinion that the
correlative rights of all owners and cl ai mants woul d be

pr ot ect ed?

A Yes, it woul d.
Q Wth regard to...let's start with the first
one here and let's | ook specifically at AY...l'msorry, we

continued that one. Specifically at BE-121, do you have that
one?

A Yes.

Q Ckay. Wiat is the well cost estimate with

regard to this unit?
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A For BE-121, it's $232,400.44 to a depth of
2701. The permt nunber is 6601...6611.

Q Ckay. And what is the interest that you' ve
acquired in this unit and what is it that you' re seeking to
pool ?

A W' ve acquired 100% of the coal owners
claimto coal bed nethane. W have 92.935% of the oil and gas
owners' claimto coal bed nethane. W' re seeking to poo
7.065% of the oil and gas owners' claimto coal bed net hane.

Q And you filed an Exhibit Ewth regard to
conflicts and an escrow requirenent---7?

A We have.

Q ---in this incidence? The tracts that we're
tal ki ng about that are con...potentially in conflict that

need escrow are 1D as in David, and 1E as in Edward?

A That's correct.

Q And we al so have an Exhibit EE, correct?

A Correct.

Q And that reflects that there are a nunber of

tracts wherein people have reached an agreenent as to how to
settle their clains?
A That's correct.

Q And with regard to tracts...with regard to
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t hose agreenents, they affect Tracts 1A, 1B, 1C, 1D, 1F and
1G is that correct?

A That's correct.

Q That's correct. And are you requesting that
with regard to the people identified in Exhibit EE, the
operator be authorized to pay themdirectly in accordance
with their agreenents rather than escrow ng those funds?

A That's correct, we are.

MARK SWARTZ: That's it for the specific testinony

on BE-121.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Go to your next one.

Q Ckay. The next one is BF-111. Wat is your

well estimate with regard to this one?

A $227,492.32 at a depth of 2489.

Q And we don't have a permt nunber yet,
correct?

A That's correct...correct.

Q What have you acquired...what has the

applicant acquired in this unit and what are you seeking to

pool ?
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A W' ve acquired 100% of the coal owners
claimto coal bed net hane; 96.4552% of the oil and gas owners'
claimto coal bed nethane. W' re seeking to pool 3.5448% of
the oil and gas owners' claimto coal bed net hane.

Q And this is one of those units involving M.

Gent, right?

A Yes.

Q And we don't have an escrow requirenent?
A No.

Q And there are no split agreenents?

A No.

MARK SWARTZ: That's all | have on that one.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: Go to your next one.

Q BG 111, do you have that, Les?

A Yes.

Q Ckay. Wiat's your well cost estimte on
this one?

A $227,495.24 to a depth of 2489. The perm't

has not been issued yet.

Q Ckay. And what...what have you acquired..
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what has the applicant acquired and what are you seeking to
pool ?

A Ckay, BG 11, we've acquired 100% of the coal
owners' claimto coal bed net hane; and 98.2635% of the oil and
gas owners' claimto coal bed nethane. W're seeking to pool
1. 7365% of the oil and gas owners' claimto coal bed net hane.
And this involves M. Gent as well?

Yes.
No escrow requirenents?
No.

And no split agreenents?

> O >» O >» O

No

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Go to your next one.

Q That woul d be BH 111, do you got that?

A Yes.

Q Ckay. Wiat's your well cost estimate?

A $227,480.64 to a depth of 2489. The perm't

has not been i ssued.
Q And what have you acquired and what are you

seeking to pool ?
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A W' ve acquired 100% of the coal owners
claimto coal bed nethane; 98.0725% of the oil and gas owners'
claimto coal bed nethane. W' re seeking to pool 1.9275% of
the oil and gas owners' claimto coal bed nethane.

Q And this is another unit that involves M.

Gent as the sol e respondent?

A Yes.

Q And there are no escrow requirenents?

A No.

Q No split agreenents?

A No.

BENNY WAMPLER: Questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: Go to the next one.

Q This would be BlI-107. Now, this is the one
that you m ght want to---.

A Yes.

MARK SWARTZ: Anita, have you passed those out yet
or...we've got sone revised exhibits here, which we wll be
giving you nonentarily.

(Anita Duty passes out exhibits.)

Q Les, we've got sone revisions to the
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exhibits that were originally filed, correct?

A Yes.

Q And is the reason for that is that between
the time you filed this application and today's heari ng,

you' ve been able to | ease sone additional folks, is that

right?

A Yeah, that's correct. And it's shown on the
Exhi bit B-2.

Q Ckay. So, in the revised exhibits, which

the Board received today, there's an Exhibit B-2 and that
lists the people that you' ve | eased and also lists the people
that we're asking the Board to dism ss as respondents because

t hey' ve rel eased?

A Correct...that's correct.

Q And that's a two page exhibit, correct?
A Yes.

Q And then you have filed a revised Exhibit

B-3, correct?

A Correct.

Q And is the only difference between the
revised Exhibit B-3 and the original B-3 is that you' ve
renoved the nanmes of the fol ks that you've | eased?

A. That's correct.
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Q Ckay. And then, obviously, the |easing has
changed the percentages in terns of what you' ve acquired and
what you're seeking to pool, so we've got a revised Exhibit
A, page two, is that right?

A That's correct.

Q kay, let's sort of start with that since we
have that in front of us. Wat have...what have you, as of
t oday, been able to acquire in ternms of interest in this unit
and what are we seeking to pool today?

A We have | eased 99.4897% of the coal owners
claimto coal bed nethane; 96.0073% of the oil and gas owners'
claimto coal bed nethane. W're seeking to pool 0.5103% of
t he coal owners' claimto coal bed nethane; and 3.9927% of the
oil and gas owners' claimto coal bed net hane.

Q Ckay. Have you done a well estinmate with
regard to this unit?

A Yes, we have. It's $238,935.65 to a depth
of 2970. Permt nunber is 6650.

Q Ckay, so you do have a permt, 66507
A Yes.
Q Ckay. This one we have sone unknowns in

Tracts 3, 4 and 5, unknown addresses?

A No.
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Tracts 3,

Q
A
Q
A
Q
A
Q
4 a
A
Q
(Ma
Arrington.)
Q

O did that get straightened---?
W found those addresses.

You found those?

Yes.

Ckay. So that's another difference?

nd 57

Yes.

Okay. And do we still have conflicts in
No.

Ckay. | don't see an anended E.

rk Swartz confers with Anita Duty and Les

Ckay, the escrow...the Exhibit Eis

wi t hdrawn because the sole basis for that was the unknowns?

A
Q
EE or not?
A
Q
agreenent s?

A
Q

Yes, it was.

Ckay. And | believe...was there an Exhi bit

Unh- huh.

There was not. Okay, so there are no split

No.

So basically there is no escrow requirenent

and no split agreenents?
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1 A Correct.

2 Q And we need to dismiss the folks listed in
3 Exhibit B-2?

4 A Correct.

5 MARK SWARTZ: That's all | have.

6 BENNY WAMPLER:  Questions from nenbers of the

7 Board?

8 MASON BRENT: M. Chairnman.

9 BENNY WAMPLER: M. Brent.

10 MASON BRENT: So Exhibit E is out?

11 MARK SWARTZ: Wt hdrawn, yes.

12 BENNY WAMPLER:  Cont i nue.

13 The next one would be Bl, as in iota, 111.
14 A Yes.

15 Q Do you go that one?

16 A Yes.

17 Q Ckay. Wiat's your well cost estimate?

18 A $232,324.11 to a depth of 2692. Permt

19 nunber is 6628.

20 Q Hol d on a second.
21 (Pause.)
22 Q And what interest have you acquired and what

23 are you seeking to pool?
24
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A W' ve acquired 100% of the coal owners
claimto coal bed nethane; and 96.1128% of the oil and gas
owners' claimto coal bed nethane. W' re seeking to poo
3.8872% of the oil and gas owners' claimto coal bed net hane.
And this is another unit involving M. Gent?
Yes.

No escrow requirenents?
No.

No split agreenents?

> O >» O >» O

No.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Cont i nue.

Q BJ, B as in Boy, J as in John 107

A Yes.

Q This one what is your cost estimate?

A $238,547.21. The depth is 2954. The permt

nunber is 6623.

Q What have you...what have you | eased or
purchased and what are you seeking to pool ?

A W' ve | eased 100% of the coal owners' claim

to coal bed nethane; and 95. 7752% of the oil and gas owners'
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claimto coal bed nethane. W' re seeking to pool 4.2248% of

t he oil

Boar d?

and gas owners' claimto coal bed net hane.

Q Anot her unit involving M. Gent?
A Yes.

Q No escrow requirenents?

A No.

Q And no split agreenents?

A No.

BENNY WAMPLER: Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Cont i nue.

Q The last one is Bas in Boy and J as in

John-111, correct?

nunber

A Yes.
Q What's your well cost estinmate for this one?
A $232,134.64 to a depth of 2685. Permt
is 6600.
Q What have you acquired and what are you

seeking to pool ?

A We' ve acquired 100% of the coal owners

claimto coal bed nethane; and 94.7727% of the oil and gas

owner s'

claimto coal bed nethane; and we're seeking to pool
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2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
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5.2273% of the oil and gas owners' claimto coal bed nethane.

No escrow required.

Q Ckay, and no split agreenents?
A No.
MARK SWARTZ: That's all | have.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: The staff received communi cati on from

M. Gent, who is involved in nost of these units, stating
that he had no objection to the pooling.

BENNY WAMPLER: Do you have anything further, M.

Swartz?
MARK SWARTZ: No, | don't.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

MASON BRENT: Second.

BENNY WAMPLER: Mbtion is second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

yes.
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1 (AI'l nmenbers signify by saying yes.)

2 BENNY WAMPLER:  Opposed, say no.

3 (No audi bl e response.)

4 BENNY WAMPLER:  You have approval. The next item
5 on the agenda is a petition from CNX Gas Conpany, LLC for

6 disbursenent of funds from escrow and authorization for

7 direct paynent of royalties on Tract 4F, unit W34, docket

8 nunber VGOB-98-0318-0571-03. W' d ask the parties that w sh
9 to address the Board in this matter to cone forward at this

10 tine.

11 MARK SWARTZ: Mark Swartz and Anita Duty.

12 JANI CE COCK: Jani ce Cook.

13 BENNY WAMPLER: Do you have this?

14 JANICE COOK:  No, | don't.

15 BENNY WAMPLER: | f you will, give her a copy.

16 (Anita Duty passes out exhibits.)

17

18

19 ANI TA DUTY

20 having been duly sworn, was exam ned and testified as
21 foll ows:

22 DI RECT EXAM NATI ON

23 QUESTI ONS BY MR. SWARTZ:

24
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Q You need to state your nane for us, again?
A Anita Duty.

Q Who do you work for?

A CNX Gas Conpany.

Q | s one of your duties to resolve the

bal ances in escrow accounts when you conpare themto your

royalty accounting data?

A Yes.

Q Did you do that in this case?

A Yes, | did.

Q What did you actually | ook at and what did
you find?

A | conpared the royalty paynent that were

made to the escrow...to the escrow to make sure that they
recei ved what we paid in and everything bal anced. | added

the interest and the accounts bal anced.

Q Ckay. And this report is as of a
bal ance...it says, "Account bal ance as of January the 31lst,
' 05" 7

A Yeah.

Q So, if there have been paynents since then

t he bal ances woul d be...would be greater?

A. Yes.
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t he total

eSCr ow.

who have entered

signed a | ease.

| ease.

Q
a calculation to
anmount

A
Q

Q
split agreenment?
A
Q
A
Q
January the 31st
A
Q

funds fromunit..

A

Q
A.

As of January the 31st, '05, did you perform
conpare what was attributable to Tract 4F to
that was in escrowwith regard to this unit?
Yes.

And what percentage was attributable to 4F?

For the entire tract, it's 24.2221% of

Okay. And do these people have a 50/50

Yes.

VWhat's one-hal f of that nunber?

12.111.

Ckay. And then you've shown an anount as of
as a result of those percentages, correct?
Yes.

Are you requesting that the Board disburse
.unit W34 attributable to Tract 4F to fol ks
into split agreenents?

Yes.

Ckay. Wiat does the red nean?

Those are just the owners that haven't

They' ve signed a royalty split, but no
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Q Ckay. So, everybody on this |ist has signed

a royalty split agreenent?

A Yes.

Q Ckay. And you've reported their percentages
as well?

A Yes.

Q | s there soneone who's going to receive this

and then disburse it to these people or does the Board's
escrow agent need to nake checks to everyone of these people?

A They' || be paid individually.

Q Ckay. So, the...when the disbursenent is
made, the individual percentages opposite everybody's nane in
Tract 4F woul d be the way the disbursenent dollars are
cal cul at ed?

A Yes.

Q Ckay. Are you also asking that once the
di sbursenent is nade, that the operator be allowed to pay
t hese people directly as opposed to escrowi ng their funds?

A Yes.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

JIM MINTYRE: Are the remai nder of the people on
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this list, they'Il still be in escrow? Al we're doing is
releasing...would be to release...if the Board was to approve

this would be to release the funds in that Tract 4F, is that

correct?

ANI TA DUTY: Just the owners in 4F that are |isted.
There are still some owners that have...that are still in 4F
that didn't sign an agreenent. So, the tract will still have

sone owners in there.

MARK SWARTZ: So, the answer is...?

ANI TA DUTY: Just 4F.

MARK SWARTZ: 4A through E though is going to stay

on deposit.

ANI TA DUTY:  Yes.

JIM McINTYRE: Ri ght.

MARK SWARTZ: And sone of 4F, because this is not a

conplete list. Not every owner has entered into a split
agreenent with regard to 4F.

ANI TA DUTY: Right.

PEGGY BARBAR: Ms. Duty, on Exhibit A would you

verify your docket nunber, please?

ANI TA DUTY: [It's 97-0318---.

PEGGY BARBAR: Is it 97 or 98?

BENNY WAMPLER: W had 98 listed in the petition.
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ANl TA DUTY: It's 98...right, 98. [It's 98.

BENNY WAMPLER:  Thank you, Peggy.

PEGGY BARBAR  Thank you.

BENNY WAMPLER: Ot her questions from nenbers of the

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

BENNY WAMPLER:  Ma' am

JANICE COOK: | guess this answers ny question.

BENNY WAMPLER.  Ckay, well, that's what we want to

try and do. That's good. That's not a bad thing.
(Laughs.)
JANICE COOK:  Well, | nean...okay, do |I understand

this, the one that's highlighted, that's what was in the
escrow account ?

MARK SWARTZ: For this tract, yes.

JANI CE COCK: For that tract?

MARK SWARTZ: Yeah, but that was as of January.

So, there's nore now.

BENNY WAMPLER: Now, that ot her one we haven't

called yet. W call and go over that one in just a m nute.

JANI CE COOK: Onh, okay. But that's---.

MARK SWARTZ: (Okay. That's the next one.

JANI CE COCK: But what---.
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BENNY WAMPLER: We're dealing with---.

JANICE COOK: ---like where everybody is |isted

here what anmobunts we're getting, that the total they get,
right?

MARK SWARTZ: Actually, it's going to be a little

BENNY WAMPLER: As of that date.

JANI CE COOK: Well, but, | nmean---.

MARK SWARTZ: What they're going to do is they're

going to take this percentage tines whatever the balance is

when they pay it out and figure it out for everybody at that

time.
BENNY WVAMPLER:  So, it will be nore than what's---.
MARK SWARTZ: So, it's going to be a slightly

bi gger nunmber, but it wll be this percentage of whatever is

on deposit when it gets paid.

JANI CE COOK: Ckay, what tinme will they pay? Do

you have an idea?

BENNY WAMPLER: As soon as we get the order

drafted, within 60 days anyway.
BOB WLSON:. W would hope to be able to get the

order out within a couple of nonths.

JANI CE COOK: So everybody on here---.
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RONNI E OSBORNE: |Is ny nane on that?

JANICE COOK: Well, I'"'msure it is.

RONNI E OSBORNE: They mailed this---.

BENNY WAMPLER:  We' || need you to state your nane

for the record.

COURT REPORTER: You'll need to state your nane.

RONNI E OSBORNE: Oh, |"'mRonnie...l'"m Ronnie

Gsborne. They mailed this to ne in the mail. According to
the I awer, when you notarize sonething, all three parties
are supposed to be present. Howis this |egal?

BENNY WAMPLER: | don't understand what you're---.

RONNI E OSBORNE: On those contracts we signed, they

were mailed in the mail and it was notarized wi thout CNX s
W t nesses bei ng present.

BENNY WAMPLER: M. Swartz...|l nmean, that's a

private agreenent between you and them The Board doesn't
rule on that. | can---.

RONNI E OSBORNE: According to the |lawer, he told

me that that was illegal to nail a contract like that in the
mai | .

BENNY WAMPLER' M. Swartz, do you want to respond

to that?

MARK SWARTZ: Pretty bizarre |l egal advice. | nean
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if you signed it and your signature was notarized, it's a
bi ndi ng contract.

RONNIE OSBORNE: Wth all three of us present?

MARK SWARTZ: You don't have to be together.

RONNI E OSBORNE: Well, that's what they told ne.

MARK SWARTZ: Sonebody is giving you sonme bad

i nformati on.

RONNI E OSBORNE:  Ckay.

JANI CE COCK: Yeah, | don't think---.

RONNI E OSBORNE: Well, | just...l just wanted to

obj ect on that because they are supposed to check ne out too,
but nobody did. So, I've got a conplaint on ne too. M wfe
has to sign things and she didn't sign it.

JANICE COOK:  And | had one nore question.

Everything that's on here...everybody that's |isted, that
shoul d be all the heirs whether they signed that agree-
ment - - - .

MARK SWARTZ: No, no, no.

JANI CE COCK: It's not.

MARK SWARTZ: This is only the people that's signed

t he agreenent.

JANI CE COOK: Ckay, now what about the ones in red?

MARK SWARTZ: They have | eases....or they don't
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have | eases, |'msorry.

JANI CE COCK:  Ckay.

MARK SWARTZ: They signed a split agreenent, but

t hey don't have | eases.

JANI CE COCK:  Ckay.

MARK SWARTZ: It was just for our purposes. It

doesn't matter to them

JANI CE COCK: But whether they sign the | ease, wll

they still get paid?
MARK SWARTZ: If they...this is a list of everyone

who signed the split agreenent.

JANI CE COCK:  Uh- huh.

MARK SWARTZ: So, everybody on this list wll get

nmoney as per these percentages.

JANI CE COOK:  Ckay.

MARK SWARTZ: There are people that are not on this

|ist because they didn't sign split agreenents.

JANI CE COOK: Oh, okay, | get it.

MARK SWARTZ: Because we can't disburse their noney

if they haven't agreed to it.

JANI CE COOK: Ckay, | see that. GCkay, thank you.

BENNY WAMPLER. M. GOsborne, can | get you back up

here because you...you confused ne a little bit?
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RONNI E OSBORNE: | don't...|l don't---.

BENNY WAMPLER:  You're on here...you're on here---.

SHARON Pl GEON: Get him sworn in.

BENNY WAMPLER. Go ahead and swear himin, if you

wll, please.
(Ronni e Gshorne is duly sworn.)

BENNY WAMPLER.  Ma'am if you're through, would you

mnd letting himsit down there and so it will pick his
testi nony up?
(Jani ce Cook | eaves the table.)

BENNY WAMPLER. | was a |little confused when you

sai d you object, because you're |listed here to get noney.
Are you objecting to being |isted?

RONNI E OSBORNE: | don't want it rel eased because

my wife has to sign ny legal binding contracts. | told them
on the phone that.

BENNY WAMPLER.  So, you don't want your noney---?

RONNI E OSBORNE:  No.

BENNY WAMPLER: ---that's listed---7?

RONNI E OSBORNE:  No, sir.

BENNY WAMPLER: So that $13.53 is excepted out?

RONNI E OSBORNE: My wife has to sign all |egal

bi nding contracts with ne. | told themthat on the phone.
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MARK SWARTZ: | don't represent Hurt McQuire. So,

he's saying he doesn't have a binding agreenent with them |
don't have a dog in that hunt. | don't care. But you need
to understand Hurt McGuire is not here. They m ght not agree
with him | don't know

SHARON PI GEON:  They got noticed, right?

MARK SWARTZ: | imagine. |'mjust saying, you

Know - - .

BENNY WAMPLER:  They were noti ced?

MARK SWARTZ: ---he's raising a contract issue with

sonebody that's not ne or ny client.

BENNY WAMPLER: | understand that.

MARK SWARTZ: (Ckay.

RONNIE OSBORNE: | told the |awer that sent ne the

letter that |I...l had to have ny wife to sign all |egal,
bi ndi ng contracts.

SHARON PI GEON: How is your property titled?

RONNI E OSBORNE:  Ma' anf

SHARON PI GEON:  How i s your property---?

RONNI E OSBORNE: It's heirship.

MARK SWARTZ: That's why it's just him

RONNI E OSBORNE: But any | egal, binding contracts

since '"91 ny wife has to sign them
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SHARON Pl GEON:  Why since '91?

RONNI E OSBORNE: Ment al .

SHARON PI GEON:  Why since '91?

RONNI E OSBORNE: | had a m ning accident.

SHARON PI GEON: Ckay.

(Benny Wanpl er and Sharon Pi geon confer.)
BENNY WAMPLER:  Any nenbers of the Board have

guestions? | nean, he's asking to have his taken out of this
pot and that's what we'll do. As far as---.

MARK SWARTZ: It's fine with us.

BENNY WAMPLER: ---we're concerned, the other party

is not here.

RONNI E OSBORNE: Well, | nmean, that's all | knowto

do to be | egal because, you know, she has to sign---.

BENNY WAMPLER: We're...we're fine.

RONNI E OSBORNE:  Ckay.

BENNY WVAMPLER: W' || do that.

JIM M| NTYRE: M . Chai r man.

RONNI E OSBORNE: Thank you.

JIM McI NTYRE: How does that affect...we're being

asked to approve di sbursenent of funds on the highlighted
section here and Hurt McGuire and M. Gsborne have a

di sagreenent. Hurt McQuire is in this yellow How does that
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effect that?

BENNY WAMPLER: It's just another party that's...

well, let nelet M. Swartz answer that instead of ne
answering it.

MARK SWARTZ: It's going to reduce their share by

an anmount equal to what he's not getting.

JIM McI NTYRE:  Ckay.

MARK SWARTZ: So, you're going to have to...when

you issue the order, it's math. |It's not going to change any
of the percentages. You just need to doubl e the percentage
in that colum, M. WIson, and deduct that fromthe 24...you
understand. | nean, it's just math. But it's tw ce.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?

MARK SWARTZ: No, | do not.

BENNY WAMPLER: Is there a notion?

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB W LSON: Once nore, we need to state that we

need the social security nunbers of each recipient filed with
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the Division of Gas and G| under a separate cover, please,
so we can furnish it to the bank

MARK SWARTZ: That's their job.

BENNY WAMPLER:  For those of you that are here, did

you hear M. WIson, he needs under a separate letter, your
soci al security so he can...he's not going to keep it. He'll
send it on to the bank so that they can pay it out. They're
paying it out by social security nunber. So, you'll need to
give hima handwitten note or typed note or whatever you
want to do, a signed docunent with your social security
nunber, so that you can get your noney if you're in this...in
this pool here. |Is there a notion?

JIM MINTYRE: Mbtion to approve di sbursenent of

escrowed funds.

DENNI S GARBI S: Second.

BENNY WAMPLER.  Mbtion is 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. You have

approval .
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BOB WLSON: M. Chairman, just for clarification--

BENNY WAMPLER: M. WIson.

BOB WLSON: ---for purposes of drafting the order,

that was Ronni e Gsborne that pulled out, is that correct?

BENNY WAMPLER: That was Ronni e Gsborne. The next

itemon the agenda is a petition from CNX Gas Conpany, LLC
for disbursenent of funds from escrow and authorization for
direct paynent of royalties on Tracts 1C, 1D, 1F and 1G wunit
W 35, docket nunmber VGOB-98-0324-0627-02. We'd ask the
parties that wish to address the Board in this matter to cone
forward at this tinme.

MARK SWARTZ: Mark Swartz and Anita Duty.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

ANI TA DUTY

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q State your nane again, please.
A Anita Duty.
Q Who do you work---7?

JANICE COOK: We're with that sanme one.
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BENNY WAMPLER:  Ckay.

JANI CE COCK:  WII| we get another paper or not?

BENNY WAMPLER: It's the sanme one. It's on the

back, the second sheet.

PEGGY BARBAR: Second page.

JANI CE COCK:  Okay, so | don't need to cone then

BENNY WAMPLER: Ckay. Go ahead, M. Swartz.

Q Who do you work for?
A CNX Gas Conpany.
Q And anong your other duties, is one of your

duties to reconcile royalty paynents with bank statenents for

escrow accounti ng?

A Yes.

Q Did you do that with regard to W 34?

A Yes, | did.

Q And have you given the Board a spreadsheet

wth regard to a di sbursenent from escrow concerning people
who have executed split agreenents?

A Yes.

Q And what...what docunents did you | ook at
and conpare and what were your concl usions?

A | conpared the paynents that were sent to

the escrow agent and conpared to their |edgers and everything
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bal anced.

Q Ckay. And were you focusing on a particul ar
tract for disbursenent?

A Tract 1G

Q kay. So, Tracts 1A, B, C, D, E and F funds
associated wth those tracts are going to remain on deposit?

A Yes, and 1H.

Q Ckay, and 1H as well, which is down at the
bottom correct?

A Yes.

Q And with regard to 1G has everybody in 1G
signed a split agreenent or are their sone people who have
not ?

A There's still sonme that have not.

Q Ckay. So, the folks that are listed on the
Exhi bit you've given the Board today with regard to 1G are

only the people who have signed split agreenents?

A Correct.

Q What is...what was the date on which you did
this balance...|l nean, as when you did the bal ance?

A January the 31st, 2005.

Q So, if there has been additional royalty

paynents since then, and there probably have, the bal ance
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woul d probably be greater as we sit here today?

A Yes.

Q But at |east as of the 31lst of '05, what
were the dollars on deposit associated with Tract 1G and the
people on the list that you' ve tendered today?

A Just for Tract 1G was $15, 756. 57.

Q Okay. And for each person on your Iist,

you've listed their percentage?

A Yes.

Q And the dollars as of January the 31st?

A Yes.

Q And in terns of entering an order here, are

you recommending to M. WIlson and the Board that they use
the percentages at the tinme of the disbursenent to cal cul ate
fromscratch the dollars and cents attributable to each
person who is going to receive a disbursenent?

A Yes.

Q Ckay. And are you al so asking that once
t hat happens, once there is a disbursenent and an order
entered, that you be allowed to pay these people...that the
desi gnat ed operator be allowed to pay these people directly?

A Yes.

MARK SWARTZ: Okay. | think we probably need to
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have M. Gshorne let us know if he wants out of this as well.

BENNY WAMPLER: He said any of them He left the

room

MARK SWARTZ: Ch, okay. Al right, well, let's---.

BENNY WAMPLER: So, we'l|l take hi mout based on

his---.

MARK SWARTZ: Let's take himout of this one.

BENNY WAMPLER.  ---prior testinony.

PETER GLUBI ACK: M. Chairman. What M. Swartz has

done, | have a question about the other A, B, C D, E F up
to Gtracts in that unit. | represent M. Rowe. | was just
want to make sure that |'ve got sonething---.

BENNY WAMPLER: | f you'll cone up and just state

your nane for the record and when we get finished we'll |et
you do that.

PETER GLUBI ACK: Good norning, M. Chairman, again.

My nane is Peter d ubiack and | represent M. Dewey Rowe who
is on both of those tracts, | believe, 1A through E and 1A
through F. | just wanted to be clear, fromwhat |
understand, and fromthe procedure that M. Swartz is going
t hrough here, that there is no agreenent with...there is
no...nothing on the table with regard to di sbursal of those

tracts attributable to...sub tracts attributable to Dewey
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Rowe?

BENNY WVAMPLER: | don't see himon here. 1Is he on
here?

MARK SWARTZ:  No.

BENNY WVAMPLER:  No. So, it's understood that---.

PETER GLUBI ACK:  Well, he's on that list, but it's
not...it's not highlighted fromwhat | can see. He's on

Tracts A, B, C D --.
BENNY WAMPLER: He's not on the list is what |'m

telling you.

SHARON Pl GEON: He' s on di sbursenent on 1A

ANI TA DUTY: Yeah.

BENNY WAMPLER: | mean...well, that's not what

we're dealing with though

PETER GLUBI ACK: Well, that's what | want to make

sure. It's unclear when you see these spreadsheets what's
being ordered. What's being ordered is strictly what has
been hi ghli ghted.

BENNY WAMPLER:  Well, I'll let you ask himlater.

Go ahead, M. Swartz, through your testinony and then
we'll...we'll let you ask himfor the record. But it's ny
understanding of it, we're only dealing with what is

hi ghlighted in 1G at the present tine.
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Q I s your request, given your testinony today,
limted to Tract 1G?
A Yes.

BENNY WAMPLER: Did you have anything further?

MARK SWARTZ:  No.

PETER GLUBI ACK: That's fine. Thank you.

BENNY WAMPLER: Ckay. Questions from nenbers of

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

BENNY WAMPLER M. W/ son, of course, here again

you need social security nunbers for individuals---.

BOB W LSON: Yes, sir.

BENNY WAMPLER: ---for disbursenent.

BOB WLSON: And | would point out that, assum ng

|'ve got a proper docunent in front of ne here, the
application actually nentions Tracts 1C, 1D, 1F and 1G

BENNY WAMPLER: Yeah, |'ve called those.

MARK SWARTZ: Ri ght .

BENNY WAMPLER: But they're only dealing with 1G

That was clarified---.

MARK SWARTZ: Correct.

BENNY WAMPLER: ---here today for the record,

right?
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MARK SWARTZ: Right.

BENNY WAMPLER: Is there a notion?

JIM McINTYRE: Mbtion we approve the di sbursenent

of funds.
MASON BRENT: Second.
BENNY WAMPLER:  Second. Any further discussion?
(No audi bl e response.)
BENNY WAMPLER.  All in favor, signify by saying
yes.

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: Thank you all

BENNY WAMPLER: We'l|l take a ten m nute break and

cone back. Equitable Production Conpany will be getting set
up.

(Break.)

BENNY WAMPLER: The next itemon the agenda is a

petition from Equitable Production Conpany for creation and
pooling of conventional gas unit V-536721, docket nunber
VGEOB- 05- 0419- 1435. We'd ask the parties that wish to address

the Board in this matter to cone forward at this tine. o
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ahead and state your nane.

JIMKAISER: Jim Kai ser and Don Hall on behal f of

Equi t abl e Producti on Conpany.
BENNY WAMPLER:  Mark, go ahead with---.

MARK SWARTZ: Ch, okay.

BENNY WAMPLER:  |'m just going to go ahead and get

it called.

MARK SWARTZ: Ckay. Your Honor, we...at the

request of M. WIlson, Anita is here to supplenent the record
very briefly with regard to CBMunit BB-33. There's a
conflict between sone of the docunents and Bob needed t hat
resolved to help himenter a supplenent order. Anita, could
you get that...get that issue to supplenent?

ANI TA DUTY: Ckay, for unit BB-33, when we

initially force pooled it and then a Board order was issued
we...on Exhibit E we had Tracts...well, let nme find ny tract.
We had Tract 2 listed as having a royalty split agreenent.

It was Consolidation coal owner and oil and gas and Coa
Mountain. It has conme to ny attention that we don't actually
have a royalty split that way. So, we have to put it on the
Es where it needs to go to escrow. So, on the suppl enental
order | noved it to the E and took it off the EE and Bob j ust

wanted nme to clarify that there's no royalty split there
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anynore or never wasS one.

BENNY WAMPLER: VWhat was t hat docket nunber?

ANI TA DUTY: [It's VGEOB-04-0817-1318.

BOB WLSON: And the questions was whet her or not

this needed to cone back on as an agenda itemor if we can
just take care of it in testinony here. Basically, it's
another attenpt to nmake sure that the suppl enent order and
the original order and application all agree.

BENNY WAMPLER: What about...what about notice?

MARK SWARTZ: Well, | guess to ny way of thinking,

it protects Coal Mountain as opposed to not. So---.

SHARON PI GEON:  You're saying you don't have an

agreenent that you said, before you did have?

MARK SWARTZ: W did...we mstakenly represented

that we had a split agreenent with them W do not. W need
to escrow those funds. | nean, they had notice of the first
hearing. They could have showed up and said we don't have a
split agreenent. It was a m stake that we caught. So, |
don't see a notice issue here. W're not changi ng anythi ng
that affects them

BENNY WAMPLER. W need notice and get back on the

docket next tine.

MARK SWARTZ: Okay. | nean, can't you just put it
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on the docket? W don't need to file an application---.

BOB WLSON: W can...we can put it...yes, | can

put it on the docket---.

MARK SWARTZ: And then we'll just mail to them and

tell them--.

BOB W LSON: ---if notice is mail ed.

MARK SWARTZ: And we'll just mail to them right.

BENNY WAMPLER: | f you...if you correct the notice

i ssue.

MARK SWARTZ: Not a problem okay, great.

BENNY WAMPLER. Ckay. All right.

TRULA PONERS: Could | have that expl ai ned what

they just did to Tract 2 on that unit?

COURT REPORTER  What is your nane, ma' anf?

TRULA POVERS: Trul a Powers.

BENNY WAMPLER:  Actual ly, what they did didn't nean

a thing. They're going to have to notice it and cone back.

TRULA PONERS:  Ckay.

BENNY WAMPLER. It was what they tried to do and

that was probably just a waste of your tine.

TRULA PONERS:. Ckay, okay. Thank you.

BENNY WAMPLER: W' re now di scussi ng docket nunber

VGEOB- 05- 0419- 1435.
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TRULA PONERS: Ch, okay.

BENNY WAMPLER:  You may proceed, M. Kai ser.

JI' M KAl SER: | would ask that M. Hall be sworn.

(Don Hall and Trula Powers were sworn.)

BENNY WAMPLER: Go ahead.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, if you would state your nane for
the record, who you're enploy...who you' re enpl oyed by and
what capacity?

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

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

A They do.

Q Before we get into the...nost of your

testinony, could you explain the revised set of exhibits that

you passed out to the Board for this hearing?

A Basically, there is sone...sone changes of
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address of sone of the parties that we have | eased. And, we
al so have the pin nunbers that are...to each tract that are

now required by certain counties, for purposes of recording

the orders, | put those pin nunbers in the exhibit.
Q And those are the only changes?
A Yes, sir.
Q kay. Are you famliar with the application

Equitable filed seeking establishnment of a unit here in the
pooling of any...any unleased interest, which is dated March
the 18th, 2005?

A Yes, sir.

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

A W do.

Q Prior to filing the application, were
efforts nmade to contact each of respondents naned in Exhibit
B and an attenpt nmade to work out a voluntary | ease
agr eenent ?

A Yes, sir.

Q Was the interest of Equitable under |ease in
the unit present?

A W have 97.16% after it was | eased.

Q Are all the unleased parties set out in
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Exhi bit B-3?

A They are.

Q And what is the interest in the unit that
remai ns unl eased?

A 2.84%

TRULA PONERS. Excuse ne, what percent was that,

sir?

JIM KAl SER 2. 84%

TRULA PONERS: 2. 84.

Q Ckay. And in this particular unit, we do
not have any unknown interest owners, is that correct?

A That's correct.

Q And in your professional opinion, was due
diligence exercised to | ocate each respondents naned in
Exhi bit B?

A It was.

Q And are the addresses set out in revised
Exhibit B, the |ast known addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo
all unleased interest listed at Exhibit B-3?

A. W are.

Q Are you famliar wth the fair market val ue
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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 We pay a five dollar bonus on a five year

termwith a one-eighth royalty.

Q I n your opinion, does the terns you've just
testified to represent the fair market value of and fair and
reasonabl e conpensation to be paid for drilling rights within
this unit?

A They do.

Q Now, as to those respondents who have not
voluntarily agreed to | ease and renmain unl eased and are
listed at Exhibit B-3, do you agree that they be allowed the
follow ng statutory options with respect to their ownership
interest wwthin the unit: 1) participation, 2) a cash bonus
of five dollars per net mneral acre plus a one-eighth of
eight-eighths royalty, 3) in lieu of a cash bonus and one-
ei ghth of eight-eighths royalty, share in the operation of
the well on a carried basis as a carried operator under the
follow ng conditions: Such carried operator should be

entitled to the share of production fromthe tracts pool ed
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accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents

t hereof or agreenents relating to of such tracts, but only
after the proceeds applicable to his share equal a)300% of
the share of such cost applicable to the interest of the
carried operator of a |leased tract or a portion thereof; or
b) 200% of the share of such cost applicable to the interest
of the carried operator of a unleased tract or portion

t her eof ?

A Yes.

Q Do you recommend that the order provide that
el ections fromour respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia 25328, Attention: Melanie
Freeman?

A Yes.

Q Should this be the address for all
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 no witten election is properly made by a respondent then

such respondent shoul d be deened of electing the cash option
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inlieu of participation?

A Yes.

Q Shoul d unl eased respondents be gi ven 30 days
fromthe date that they receive the Board order and their
el ection letter to actually file the witten el ections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportion share of well costs?

A Yes.

Q Does the applicant expect that party to..
electing to participate to pay in advance that party's share
of conpleted well cost?

A Ve do.

Q Shoul d the applicant be allowed 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 delay rental or cash bonus becom ng due
under the force pooling order?

A Yes, sir.

Q Do you recommend the order provide that if
the respondent elects to participate, but fails to pay the

proportionate share of well cost satisfactory to the
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applicant for paynent of those costs, then their election to
partici pate should be treated as having been w t hdrawn and
voi d and respondent should be treated as if no initia

el ection had been filed under the force pooling order, in

ot her words deened to of |eased?

A Yes, sir.

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

A Yes.

Q Ckay. This is a conventional gas well, we
do not have any unknown or unl ocateable interest owners
within the unit. So the Board does not need to establish an
escrow account, is that correct?

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 Conpany.

Q And what is the total depth of the proposed

wel | under the plan of devel opnents?
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6245 feet.

VWhat are the estimted reserves for this

unit?
A 250 mllion cubic feet.
Q Are you famliar with the well costs?
A Yes.
Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit Cto the application?

A It has.

Q Was the AFE prepared by an engi neering
depart nent know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this particular
area?

A Yes.

Q And in your opinion, does the AFE represent
a reasonable estimate of the well costs?

A It does.

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

A The dry hole costs woul d be $208, 251.

Conpl eted well cost is $427,598.
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 And, in your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste, and the protection of
correlative rights?

A Yes.

JIM KAl SER. Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nmenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER'  M's. Powers, do you have a comment ?

TRULA PONERS: Yes. | would like to say that ny

name is Trula Powers and | am here to represent nyself and ny
husband, Leonard Powers, and | have a power of attorney to do
that with. | do object to continuing with the drilling of
these wel |l s because true ownership of Unit 2 has not been
brought forth. M husband and his sister owns this property.
| have sone evidence | would like to enter into evidence for

you show ng that even back in 1948, the land that is now
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claimed to be Mssouri |. Kaiser property was thought to
be..... bel onged to John Powers, ny husband's dad. They

t hought they owned it and until 19...until 1994, when the
well...another well was drilled near that, until there were a
| ot of deed searches that cane up and, in fact, on the
first...the first plot that was drawn up by EREC al so shows
nmy husband and his...the rest of the heirs as owners to that
property. And | also have that with ne that | would like to
enter as evidence. So, we went to the Clerk and the
Treasurer in 1994 and they said this...apparently this | and
wasn't taken possession of. It was deeded back in 1911. And
so ny husband's famly thought that they owned all of this
property until we went...until we went into force pooling of
the last well. Wen there were sonme deed searches and this
deed was found, this was al ways Powers property. This was

al ways John M Powers property. And | would like to submt
this. This is a | ease nade by dinchfield Coal Corporation
back in 1948, which is property that was...is now the Don
Onens property, which is actually property, | think, Nunber
One. It's David Powers property now. But...in fact, this
was David Powers' grandfather that | eased this to dinchfield
Coal Corporation. And it says that on the east of the | and

is John Powers, on the south of the land is John Powers, on
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the west of the land is John Powers. This is 1948. This was
al ways considered to be John M Powers property. And so when
we went to talk to the Treasurer and the Cerk, they said the
best thing you can do is file a quitclai mdeed which we did,
my husband and his sister, which were the last heirs of J. H
Powers, the last living grandchildren of J. H Powers. They
filed a quitclaimdeed. They set us up a tax nunber. | also
have this years tax formand our cancel ed check for the
paynment. We've been paying taxes on this since 1994. W
have...we've been paying the taxes. So, if anybody wants to
find out who owns that property, all you have to do is go to
the Cerk's office, find the...the deed and you'll find the
quitclaimdeed that was filed in 1994.

BENNY WAMPLER: Now, are you tal king of Tract 3?

TRULA PONERS:. |'mtal king of Tract 2.

BENNY WAMPLER:  Tract 2.

TRULA POVERS: Yes, sir. It's the M ssouri |

Kai ser tract.

BENNY WAMPLER. |s the well proposed to be drilled

on Tract 2?

TRULA PONERS: On Tract 2, yes, sir.

DON HALL: No, the well is on Tract 1.
BENNY WAMPLER: Tract 1, | couldn't tell.
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TRULA PONERS:. |'msorry, | stand corrected.

t hought it was on Tract 2.

BENNY WAMPLER: O course, the Board doesn't really

need to see your deeds or anything because we're not going to
make any determ nati on on ownership. The whol e purpose of
this would be to escrow the dispute. That is the purpose of
havi ng that provision to pool.

TRULA PONERS: Well, should we not hold this up

until...until ownership is cleared, sir?

BENNY WAMPLER:  The whol e purpose of the | aw was so

that that woul dn't happen. They can go forward. The |aw was
so that the ownership of the coal bed nethane itself was

determ ned. You're tal king about the ownership of the | and--

TRULA POAERS: Exactly.

BENNY WAMPLER: ---not the coal...but are you al so

cl ai m ng ownership of coal bed net hane?

TRULA PONERS. Absol utely.

DON HALL: This is a conventional well.

BENNY WAMPLER:  |'m sorry, |'msaying...| knew

that, but |'m saying coal bed---.

TRULA PONERS:. And the gas...and the gas. W do

cl ai m ownership of the gas.
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BENNY WAMPLER: --and the gas, is what | neant to

be sayi ng.

TRULA POAERS: Ri ght.

BENNY WAMPLER: Yes.

(Benny Wanpl er and Sharon Pi geon confer.)
TRULA PONERS: |t seens |ike possession is nine-

tenths of the law, and we can show that we've been payi ng
taxes since 1994 on this land. And | would just like to
quote a U S. Suprene Court ruling back in 1972, which was
concerni ng fundanental civil rights. Lynch versus Househol d
Fi nance, "The right to liberty is inseparable fromthe right
to property."” They also noted, "One cannot exist w thout the
other." And I...I| just think it's wong that this can go
forward when there is definitely a | egal dispute on this
land. This property has been put up twice for sale for
del i nquent taxes supposedly, but they had it confused with
another M |. Kaiser property. W have stopped that both
times from..from happening. The last tinme there was
supposed to be a hearing, that was back in 19...2000, which
al so have informati on here, there was supposed to be a
hearing. By the tine we saw it in the paper, we only had two
days we woul d have had to get fromldaho to...to Virginia.

So, we called to find out concerning this. Nobody showed up
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for...for the hearing.

BENNY WAMPLER: Under...under the...the | aw for

conventional wells, they have to show 25% i nterest that they
have. They've shown that, 38% The rest, you have...| nean,
to me, you've proven that we've got a conflict here. They've
represented no conflict. So, we...you know, they have to
deal with sonething here, but it doesn't stop them from going
forward. It would take the Court of lawto do that. It
won't be the Board because the Virginia law allows themto go
f orward.

TRULA PONERS:. | understand that. Well, naybe that

coul d be arranged.

BENNY WAMPLER: Do you under stand what |'m sayi ng- -

TRULA POVERS: | understand, sir.

BENNY WAMPLER. ---the Virginia Law allows themto

go forward with the...with the well.

TRULA POVERS: | do understand that because we've

been through this before.

BENNY WAMPLER: Right. R ght. But they do---.

TRULA POVERS: Yes, sir.

BENNY WAMPLER:  But you have established that we

have a conflict here and they haven't proposed an escrow and

89



© 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's sonething that you...you know, you'll have to nake a
deci sion on what you're going to do here.

TRULA PONERS: So, there...there will be an

es...escrow concerning this?

BENNY WAMPLER. | don't know what they're going to

do. They may with...my continue, may w t hdraw or whatever.
It's up to them
DON HALL: CQur records indicate that the M ssour
Kai ser heirs on Tract Nunmber 2, we have all of those heirs
| eased. And | don't think we shoul d escrow people that we
have | eased as...that own the property.

TRULA PONERS:. But, sir, have you...have you

checked t he ownershi p?

JI M KAl SER  Yes.

TRULA PONERS:. Have you checked?

JIM KAI SER:  Yeah.

DON HALL: Yes. W do title opinions.
TRULA POVERS: You have checked and they are

payi ng the taxes on the property?

JI M KAl SER: Yeah, our exam nation shows that

these M ssouri Kaiser heirs that we have |isted as owning
this tract, in the undivided interest that they own, as being

the correct ownership.
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TRULA PONERS: Were woul d you get that

information, sir? Fromthemdirectly?

JIM KAI SERE  From the Di ckenson County---.

DON HALL: Tax | D nunbers are on there.

JI' M KAl SER: Yeah, the Tax | D nunbers are on there.

TRULA POANERS: You got that froma Tax | D nunber?

JIM KAI SER:  Yeah.

TRULA PONERS: Ch, | see.

JIMKAISER | nean, | think what we got here is a

case where...and this dispute goes back to the 90's. | nean,
they canme before us with this sane thing when we were having
these hearings at the 4-H center. You know, they need to
file a declaratory judgenent agai nst the M ssouri Kaiser
heirs to determ ne who owns this property and then once
that's determned, we'll...we'll be glad...if it's determ ned
that you owmn it, we'll be glad to pay you. But if we escrow
this, then we're telling our |essors, who we did...who we did
title on it and determ ned that they owned it and took a

| ease from that maybe they don't own it. W can't do that.

TRULA PONERS: \Wen...when did you | ease fromthem

sir?
DON HALL: Over the |l ast several years, we |eased

to them
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TRULA PONERS:. Ch, since '94, probably?

DON HALL: Uh- huh.

JI M KAl SER: Her remedy is in Court.

DON HALL: | think we had sonme | eased in '94.

TRULA PONERS: | under...|l think | do understand

that, sir, that the remedy is in Court and that it probably
needs to go to Court. But I felt that we---.

JIMKAISER And if we're paying...if it's

determ ned that she owns it and we've paid the wong peopl e,
then she's got an action against themto get the noney back
fromthem

TRULA PONERS:. Sir, can you give ne that tax

nunber ?

JIM KAI SER  Yeah, it's 188771.

BENNY WAMPLER:  Why don't you | ook at what she's

payi ng tax on there and explain that.

TRULA PONERS: Were did...where did you get that?

DON HALL: She's paying tax on a setup date, |
think is what she was saying, on a quitclaimdeed.

TRULA PONERS: See this...this is this |last year's

t axes.

BENNY WAMPLER:  There's two peopl e payi ng taxes on

that tract now.
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SHARON PI GEON:  So, the county is collecting double

t axes?

JI M KAI SER:  Yeah, they'd be glad to do that.

TRULA PONERS: Could | have...could | have the tax
nunber ?

JIM KAl SER:  Yeah. It's on your---.

TRULA PONERS: Well, it will be onny...it wll be
on m ne.

JI' M KAl SER: Yes, ma'am 18771.

TRULA POVERS: 18771. | need to know, does the

Board need any of the...of the evidence that | have in ny---?

BENNY WAMPLER:  Maybe or maybe not. Can you | ook

and verify that she's paying taxes on that sanme tract of
| and?

JI M KAl SER: | don't know.

BENNY WAMPLER:  And 1'Il just tell you where |I'm

going, if you can, then you' ve got an escrow situation.

TRULA PONERS: Ckay. This is on our 40...other 46

acres that is also included in with this....this what you're
doi ng, the pooling that you' re doing now. W also have...
this Tract 3 is us, | think. Leonard Powers is Tract 3.

JI M KAl SER:  Yeah, you're Tract 3.

TRULA PONERS:. Ckay. Yeah, we're also Tract 3 and
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that's one of these others is listed. But this one is...this
isthe M R..M |. Kaiser property right here, which shows

the tax nunber of the cancel ed check along with the tax...the

t ax paper.
(JimKaiser, Don Hall confer with Trula Powers.)
JI M KAl SER: Yeah, we say it's 41.87 acres---7?
TRULA POAERS: Ri ght.
JI M KAI SER: But see that's the M ssouri Kaiser
area---.

TRULA POAERS: Ri ght.

JIMKAISER  ---tax 18771.

TRULA POAERS:  Uh- huh.

JIMKAISER This is 46 acres, which is what your

Tract nunber 3 is.

TRULA POVERS: Yeah, | know. And this is it. This

is that 46 acres. But they have it listed up there...also
this one is a 46. But that...but actually the...the deed
states it as 45 acres and so nmany poles or whatever. |It's
better than 45 acres. So, | guess, they probably rounded it
to 46 is what they did. But this one is to ny husband and
his sister, Bonnie C. Kaiser.

JIMKAISERR  Well that's who nade...that's who they

made the quitclaimdeed to, right?
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TRULA PONERS: Exactly. Uh-huh. That's a

qui t cl ai m deed.

JIM KAl SER. Wl |, anybody can nmake a quitcl aim

deed.

SHARON PI GEON: Anybody can make any of these

deeds. That's not going to be hel pful for us.

TRULA PONERS: And al so...again, | have things here

that shows that this | and bel onged to ny husband's fat her
back in 1948. It's on a |ease fromdinchfield Coal
Corporation. It was on...it's on Clinchfield maps. It was
on the Cinchfield maps when...when the last well was drilled
up on the...the...the Don Omens property.

(Jim Kai ser and Don Hall confer.)

TRULA PONERS: This...this was...this was fromthe

last...the last well that was drilled on there that...that
was pooled in 1994, And this states that this was the
Leonard Powers and other heirs. Tract 3 is the sanme as the
Tract 2 on that one. But this one was Tract 3 on the other
one.

DON HALL: | think that plat was corrected | ater
There was a mstake in the plat. (Inaudible.)

TRULA PONERS: |t was, yes, | agree. It was

changed | ater when...when the...when...sonehow t hey found
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this deed that nobody knew anythi ng about. You know, ny
husband's famly knew nothing about. [|'msure his father
probably woul d have renenbered sonethi ng fromway, way, back
when that...that it was deeded but it was never taken
possession of, never, and that was what the...the Cerk told
us. It has never been taken possession of. So, since it
wasn't the best thing you can do, since you two are the |ast
heirs to J. H..the J. H Powers' property, the best thing
you can do is to do a quitclaimdeed, and that's what we did.
That's what they did at the tine and we' ve been payi ng taxes
on it ever since. And we had assuned that it was the sane
thing. dinchfield Coal Corporation was...was going on the
fact that it was...was John Powers' land all that tine it was
on it was...it was on their maps. It was on their maps in
1994. 1It’s probably off by now because when they
found...when they found the M ssouri Kaiser deed, then it
probably got changed. But it was on the dinchfield maps
even that that belonged to John Powers, Leonard's father.

DON HALL: | think what she's referring to is
adjoiners in a lease...oil and gas | ease that refers to John
Powers. dinchfield owms the coal on the John Powers' tract.

It probably just referred to that as the---.

TRULA POVERS: Oh this...this is the one, this one
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that 1'mshowi ng you that this is always been believed to be
the John Powers property. See, this is a | ease that
Cinchfield Coal Corporation made with Fl oyd Powers and Al ey
Powers, that's...that's the grandparents of David Powers that
owns this property right there now But they were bounded on
t he east, south and west by John Powers and...and the one on
the south is this Mssouri Kaiser tract of land. Even in
1948, it was believed by dinchfield Coal Corporation, it was
believed by W F. Powers and Aley Powers to believe...to be
that. This is...this is on the |l ease in 1948 that that
property belonged to John Powers. And the whole famly
believed it belonged to John Powers until 1994 when they find
this...this deed, M ssouri Kaiser deed.

BENNY WAMPLER. M. Kaiser, did you do the

research? Have you studi ed these deeds?

JIMKAISERR W did the title. It has probably

been sone tinme ago. | don't have it with ne. | nean, we've
| ooked at this fairly extensive, and like | said, this goes
back ten years or nore. | nean, obviously, if she goes...if

she files a declaratory judgenent action, or quiet title

action, or whatever in Dickenson Crcuit Court, we'll have to
defend our title, and we're certainly willing to do that.
Normally...well, we'll have...we've got |legal problens if we
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agree to escrow this with the people...with our |essors.

TRULA PONERS:. | believe that these people, these
heirs that you have down here, | think they do not have any
interest in this property. Wen it was...it was put up for

sale in 1998. When they put it up for sale, we called to see
if it was going to be sold. They said, no. You' ve been
paying the taxes regularly. There's no taxes on this, so it
will not be sold. Then in 2000, it was put up for sale again
and this was supposedly for delingquent taxes. There were no
del i nquent taxes. But there was supposed to be a neeting...a
hearing. W wouldn't have had tine to get there. So we

call ed the Chancery that was appointed by the Court to take
care of this. And | called himand tal ked to himand he
said...|l asked hi mwho...who showed? | was curious, you
know, if...if these people really are going to claimthis or
if they want this property. Nobody showed. It would have
been sold by now had ny husband and | not stopped it tw ce.

| have a...| also have a letter on file that | had sent to
the 9th District Court when that was trying to be sold. |
sent a letter to themand they sent ne back a letter saying
that they was keeping ny letter on file. | told themthat it
has been...they've tried to sell it twice for delinqgquent

taxes and there's no delinquent taxes against it. And so |
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have a letter here saying that they...that they...they're
keeping that letter on file in case it cones up again or is
needed to be brought forth again.

BENNY WAMPLER: Wl |, understand, we're not going

to make any deci sion on ownership. That's not the
Board' s---.

TRULA POANERS: | understand that's not your job.

BENNY WAMPLER: ---that's not our job. [|'m going

to ask our attorney to advise the Board on...on...froma
st andpoi nt of what actions we have avail able to us.
nean. . .

SHARON PI GEON: Well, this wonan has docunent ati on

that she has paid taxes on this property and that's a record
docunent that should have been disclosed in a good title
search. There's a quitclaimdeed apparently on file that
shoul d have been disclosed in the good title search. So, it
appears that there's a conflict on Tract 2 and that shoul d be
escrowed. You have the option of continuing it and offering
the parties the opportunity to conme back with their title
searches. But right now her evidence is as good as yours on
your title work.

TRULA POVERS: | believe that this woul d have been

sold. These people who are listed here as heirs to M 1.
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Kai ser, they did not...the have not shown up at any of these
meetings. They...it would have been sold if we would not
have gotten a quitclai mdeed sonebody el se would own the
property now. It would not...it wouldn't---.

JI M KAl SER:  Ckay.

TRULA PONERS: ---still be there.

JIM KAISERE W don't have any problemw th the

Board ordering escrow on Tract 2. W just want to make sure,
we're clearly on the record opposing it and standi ng by our
title. And then, you know, we can work with Ms. Powers and
see if there is a resolution to this that doesn't involve a
Crcuit Court action.

BENNY WAMPLER. Ckay. |Is there a notion?

MASON BRENT: So noved, M. Chairman.

BENNY WAMPLER:  Mbving to approve with escrow.

MASON BRENT: W th escrow, yes, sir.

DENNI S GARBI S: Second.

JIM M| NTYRE: Second.

BENNY WAMPLER. Mbtion is second. Any further

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

BENNY WAMPLER: Al in favor sig---.

TRULA PONERS:. Can you tell nme what just happened?
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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. W just

approved the application. W required themto escrow Tract

2.

TRULA PONERS:. Approved the application.

SHARON PI GEON:  This tract will be escrowed. The
funds will be escrowed.

BENNY WAMPLER: It will go into escrow. They'l
wor k- - - .

TRULA POAERS: The funds for that tract will be
escrowed?

BENNY WAMPLER: They're agreeing to work with you

to try to resolve the issue.

TRULA POAERS: Ckay.

JIMKAISER  Until we get it resolved.

TRULA PONERS: Fair enough. Fair enough.

BENNY WAMPLER: (I naudi ble) tine to cone back

bef ore t he Board.

TRULA PONERS: Fair enough.
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BENNY WAMPLER. The next itemon the agenda is a

petition from Equitable Production Conpany for pooling of
coal bed nethane unit VC 504886. This is docket nunber VGOB-
05-0419-1436. We'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JI' M KAl SER: M. Chai rman and nenbers of the Board,

Ji m Kai ser and Don Hall, again, on behalf of equitable
production. W have a set of revised of exhibits on this
wel | al so.

BENNY WAMPLER:  Thank you, Ms. Powers.

TRULA PONERS:. Thank you, sir.

(Don Hal |l passes out exhibits.)
BENNY WAMPLER: Let the record show no others. You

may proceed.

JI M KAl SER: M. Chai rman and nenbers of the Board,

the only revision on this revised set of exhibits is to
add...again, to add the pin nunbers as now required by

Di ckenson County.
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DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, if you' d, again, state your nane
for the record and who you' re enployed by and i n what
capacity?

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

Q And are you famliar with the...Equitable's
application seeking to pool any unleased interest in this
unit, which was dated May the 18th, 20057

A Yes.

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

A Ve do.

Q Prior to filing the application, were
efforts nmade to contact each of respondents and an attenpt
made to work out an agreenent regardi ng the devel opnent in
the unit involved?

A Yes.

Q Well, actually in this particular case, the
only unleased interest is the unknown heirs of Al bert

Hackney. So, the percentage...and that's a fee mnera
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tract, | believe, isn't it?
A Yes.
Q The interest of Equitable in the gas and

coal estate |eased at this tine?

A We have 92.94% | eased.

Q And the unl eased party is set out at B-3?
A Yes.

Q And what is the interest that renains

unl eased that's in the unknown heirs of Al bert Hackney?

A 7.06%

Q Now, were efforts made and sources checked
in order to identify and | ocate the Al bert Hackney heirs,
i ncluding primary sources such as deed records, probate
records, assessor'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 try to |locate the unknown heirs of
Al bert Hackney?

A It was.

Q And are the addresses set out in Exhibit B

of the application, the |ast known addresses for respondents?
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A They are.
Q Are you requesting this Board to force poo

the unl eased interest as listed in Exhibit B-3?

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 You know, we've got anot her one of these,
don't we?

A Yeah, there's two of them

Q Whi ch one is that one? Let's conbi ne them

That's ny fault.
A Do you want them now?

JIM KAI SER.  Yeah. Can we stop and ask you to cal

anot her docket nunber and conbine it? W have two units that
are only pooling the unknown heirs of Al bert Hackney.

BENNY WAMPLER:  What is it?

JIMKAISER It's...it is 1439-1253-6476.

BENNY WAMPLER. Ckay. W'Ill go ahead and call the

petition from Equitable Production Conpany for pooling
coal bed net hane well unit VC 536476, docket nunber VGOB-05-

0419-1439. Do you want the...your testinony to be the sane
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for that...for this point?

DON HALL:

Excep- - -.

JIM KAISER. Well, we're going to back up to the

percentages if we coul d.

BENNY WAMPLER

JI' M KAI SER

pi ck that up earlier

Q

| appreciate it---.

Vell, | neant---.
---M. Chairman. | apologize I didn't
Okay. Now M. Hall, let's go back to the

docket nunber that Chairman Wanpler just called which is VG

536476, docket nunber

05-0419-1439. And could you state the

percentages of the gas and coal estates that are under | ease

for this particular unit?

A In that particular unit, it's 97.74% | eased.

Q And the unl eased percent age?

A 2.226.

Q Ckay. And that, again, is the only unl eased
interest and it’s a fee mineral tract and is represented...or

it’s owned by the unknown heirs of Albert Hackney?

we' ||

A

That's correct.

BENNY WAMPLER

Ckay. And then from here forward,

di stingui sh when the testinony is different.

BENNY WAMPLER

Q

M. Hall,

Ckay.

you're famliar wth the fair
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mar ket value of drilling rights in both of these units?

A Yes.

Q Can you advise the Board as to what those
are?

A We pay a five dollar bonus on a five year

termwith a one-eighth royalty.

Q I n your opinion, do the ternms you just
testified to represent the fair market value of and fair and
reasonabl e conpensation to be paid for drilling rights within
this unit?

A Yes.

JIMKAISER. At this tinme, M. Chairman, in

particular, since we're dealing with a unknown interest at
this time, the...l would like to incorporate the testinony
regarding the election options afforded unl eased parties and
their tinme lines and ram fications in nmaking those el ections
that was previously taken in...taken just in VGOB-05-0419-
1435 to be incorporated for the purposes of these two

heari ngs.

BENNY WAMPLER:  That' || be i ncorporated.

Q M. Hall, we do need to establish an escrow
account for these two units?

A. Yes.
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Q And the other...and VC 536476 woul d be Tract

27
A

t hose t hree.

That's correct. |'ve got the exhibits for

Q And who shoul d be nanmed operat or under any
order?

A Equi t abl e Producti on Conpany.

Q Ckay. And let's just deal with these one

unit at a tine.

Now, we're on the AFE and the reserve

estimates and the depth and that sort of stuff. So, we're

going to start with 504886. Can you tell ne what the

proposed depth for that well is?

A 2352 feet.

Q And the estimated reserves for that well?

A 300 mllion cubic feet.

Q And did we file an AFE as Exhibit Cto the
appl i cation?

A Yes.

Q And are you famliar with it and was it
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prepared by an Engi neering Departnent.. Departnent
know edgeabl e in preparati on of AFEs and know edgeable in
regard to well costs in this area?

A Yes.

Q I n your opinion, does it represent a
reasonabl e estimate of the well costs?

A It does.

Q Okay. The dry hole costs and conpl eted wel |
cost for 5048867

A The dry hole cost is $119,538. Conpleted
wel |l cost is $276, 028.

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

A They do.

Q Does your AFE include a reasonabl e charge

for supervision?

A Yes.

Q All right. Now, let's go back to VC 536476
A Shoul d | handout these exhibits first?

Q Yeah. Again, just pin nunbers?

A Just pin nunbers.

Q Revi sed exhibits on this unit again just pin

nunber s.
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(Don Hall passes out the exhibits.)

Q Ckay. And the proposed total depth for this
wel | ?

A It's 2382 feet.

Q And you' ve revi ewed the AFE?

A Yes.

Q It was attached to the application as
Exhibit C?

A Correct.

Q Can you state the dry hole costs and

conpleted well costs for this well?

A Dry hole cost is $125,211. Conpleted cost
is $281, 881.
Q And, in your professional opinion, would the

granting of this application, or these applications, be in
the best interest for conservation and prevention of waste
and the protection of correlative rights?

A Yes.

JIMKAI'SER  No further questions of this wtness

at this tine, M. Chairman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)
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BENNY WAMPLER: Do you have anything further?

JIMKAISERR W' d ask that both the applications be

approved as submitted with the revised exhibits to reflect
t he pi n nunbers.

BENNY WAMPLER: Is there a notion?

JI M Ml NTYRE: Motion to approve.

DENNI S GARBI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: Al in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER: Qpposed, 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 coal bed nethane unit VC 502974, docket nunber
VGEOB- 05- 0419- 1437. W' d ask the parties that wish to address
the Board in this matter to cone forward.

JIM KAl SER M. Chairman, again, Don Hall and Jim

Kai ser for Equitable Production Conpany. W do have sone
revised exhibits, which reflect at |east one additiona

| ease, | guess.
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(Don Hall passes out revised exhibits.)

BENNY WAMPLER: Let the record show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR. KAl SER

Q Well, this is in Buchanan County or else we

don't have pin nunbers.

A We had a Exhibit B.

Q W had a---.

A Exhi bit B-2?

Q Yeah. Before we start in the testinony,

let's go through the revised exhibit package. Al so, on Tract
2 of Exhibit B under Kathy and Joseph WIllianms we have...is
that the | ease you picked up?

A Yes, and it was an corrected address.

Q Corrected address and an additional | ease

since the application was fil ed.

A Which is reflected in B-2.
Q VWiich is reflected in B-2?
A That's correct. That's all.
Q And that's all?
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A Uh- huh.

Q Al right. M. Hall, are you famliar with
the application we filed seeking a pooling order and pooling
the unleased interest in the unit for EPC well nunber VC
502974, which was dated March the 18th, 20057

A Yes.

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

A W do.

Q Prior to filing the application, were
efforts made to contact each of the interest owners within
the unit and an attenpt made to work out a voluntary | ease
agreenent with then?

A Yes.

Q VWhat's the interest at this tinme of...after
the additional |ease of Equitable in the gas estate?

A W now have 77.444153% | eased.

Q Ckay. And the percentage of the coal estate
under | ease to Equitabl e?

A 100%

Q And are all unleased parties set out in your
revi sed Exhibit B-3?

A They are.
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Q

And are you famliar with the ownership of

drilling parties....of the drilling rights of parties other

t han Equi table underlying this unit?

A Yes.

Q What's the percentage of the gas estate that
remai ns unl eased?

A 22. 555847%

Again, that's after the WIllians | ease?

A Correct.

Q And the coal estate is 100% | eased?

A That's correct.

Q Ckay. We don't have any unknown i nterest
owners in this particular unit?

A Par don?

Q We don't have any unknown interest owners in
this unit?

A No.

BENNY WAMPLER.  |'m sorry, | just don't see that in

t he revised

exhibit, did you?

SHARON Pl GEON: | don't think it is a revised

Exhibit. |

t hi nk they changed---.

BENNY WAMPLER:  You just changed it, but you didn't

gi ve us the

revi sed.
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SHARON PI GEON:  They just changed the address on

t he | eased.

JIM KAISERR W changed it right there at the

bott om

BENNY WAMPLER: Ckay. All right. It didn't change

t he percentages. Wuld you...wuld you have himrestate
t hose?

JI' M KAl SER:  Sur e.

Q The coal estate has always been a...at the
time of the hearing and, obviously, at the tine of the
application obviously, nowis 100% | eased. The gas estate at
the time of the application was 74.78% | eased to Equitable.
Since the application was filed we picked...you continued to
do due diligence and you picked up one additional |ease.

What is the percentage in the gas estate that's now under
| ease to Equitable?

A 77.444153% if you'll | ook at the bottom of
page 2, Exhibit B

Q It should be properly reflected. GCkay. And
we don't have any unknown interest owners in this unit?

A No.

Q Ckay. And are the addresses that are set

out in the revised Exhibit B to the application, the | ast
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known addresses for the respondents?

A Yes.

Q And are you requesting this Board to force
pool all the unleased interests there |isted at revised

Exhi bit B-3?

A W are.
Q And, again, are you famliar with the fair
mar ket value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Wul d you advi se the Board as to what those
are?

A We pay a five bonus on a one-eighth royalty

on a five year term

Q And, in your professional opinion, does the
terms you just testified to represent fair market val ue of
and fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A They do.

JIM KAl SER.  Again, M. Chairman, |1'd ask that the

election...the statutory election option testinony previously
taken in 05-0419-1435 be incor por at ed.
BENNY WAMPLER:  That will be incorporated.
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Q M. Hall, we do have conflicting clains
between oil, gas and coal in Tracts 2 and 3 of this
particular unit. So, the Board does need to create an escrow
account for any proceeds that are attributable to those
i nterests?

A That's correct.

Q Ckay. And who shoul d be named oper at or
under any force pooling order?

A Equi t abl e Producti on Conpany.

Q And what's the total depth of this wel

under the plan and devel opnent ?

A 2210 feet.

Q Estimat ed reserves for the unit?

A 150 mllion cubic feet.

Q And, again, are you famliar wth the AFE

that was filed and submtted as Exhibit Cto the application?

A Yes.

Q Coul d you state for the Board what the dry
hol e costs and conpleted well costs?

A The dry hole cost is $125,901. And the
conpl eted well cost is $293, 823.

Q Do these costs anticipate a nultiple

conpl eti on?
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A They do.

Q Does an AFE i nclude a reasonabl e charge for
supervi si on?

A Yes.

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

A Yes.

JIMKAI'SER.  No further questions of this wtness,

M . Chai r man.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
MASON BRENT: M. Chairnman.
BENNY WAMPLER: M. Brent.
MASON BRENT: Has this well been permtted yet?
DON HALL: It's been applied for.
MASON BRENT: And it's not within the drilling
wi ndow?

DON HALL: That's correct.
MASON BRENT: Is it, in fact, within this unit?

DON HALL: Yes.

BENNY WAMPLER: It's real close. Qher questions?
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(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI' M KAI SER: M. Chairman, we'd ask that the

application be approved as submtted wth our revised

exhi bits.

second?

yes.

BENNY WAMPLER: Is there a notion?

JI'M M| NTYRE: So noved.

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

DENNI S GARBI S: Second.

PEGGY BARBAR: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: Al 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. The next item

on the agenda is a petition from Equitable Production Conpany

for pooling coal bed nethane unit VC 535632, docket nunber

VGEOB- 05- 0419-1438. W'd ask the parties that wish to address

the Board in this matter to cone forward at this tine.

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 b W N — O

)
1

(Parties cone forward.)

BENNY WAMPLER:  All right. State your name for the

record, please.

MARY MAYES: M nane is Mary Mayes. | also

represent ny husband. | have power of attorney. He is in a
nursing facility at this tine. And ny concern with this
well, at this tinme, is that | have boundaries of property
listed in the Tract 2 and since we were in Northern Virginia
for the last two years, Standard Banner owns this particular
tract that this well is on. But ours is Tract nunber 2.

St andard Banner | eased the property of this...as you see
where the well goes, it is with liens to Rapoca Energy.
Therefore, on returning hone, we found that Rapoca Energy has
taken off the boundary here of our property in |ike 200...or
2,250 feet of our property line here. W have not had tine
to have this property surveyed properly because we just
received this, | guess, about a nonth ago. And we did not
realize that our boundary |ines exceeded farther than what
they do. Maybe even to exceed the |ike 3500 feet where
Rapoca had m ned on us. And as you can see in the Tract 2,
we owned the gas and we nee...we haven't had tine to
negotiate a |l ease with Equitable because we just haven't...we

didn't know anything about it. So, | guess what |'m asking
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for, I don't knowif it would make a difference, is maybe a
60 day extension so | could consult with an attorney and al so
to see if | can get this property of m ne surveyed so we
woul d know where the exact |ines are.

BENNY WAMPLER: W' Il go ahead and hear their

testinmony and then we'll...we'll see what we think we have.

MARY MAYES: All right.

BENNY WAMPLER: M. Kai ser, you can proceed.

JIMKAI'SER.  Again, it will be...why don't you go

ahead and swear M. Wshoun in first.
(Keith Wshoun is duly sworn.)

JIMKAISER W'll start with M. Hall

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, you' re famliar wth the
application we filed seeking to pool this one unleased
interest in this unit?

A Yes.

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

A Ve do.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q And, M. Wshoun, we'll go to you real
quick. Prior to filing of the application, did you contact
the Mayes and attenpt to work out a voluntary | ease agreenent
with then?

A Yes.

DON HALL
DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR KAl SER:

Q Ckay. And M. Hall, what is the interest of

Equitable within the gas estate in the unit?

A W have 99.57% of the unit | eased.

Q And the interest under |ease within the coal
estate?

A 100%

Q And Rapoca is the coal |essee?

A Yes.

Q In this...in both Tract 1 and Tract 2 in the

unit and Tract 37

A. Yes, that's correct.
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| essee?
A
Q
M. And Ms. Mye
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this unit?
A
Q
t he application,
respondent s?
A
Q
all unleased inte
A
Q
mar ket val ue of d

surroundi ng area?

So, underlying the entire unit of the coal

Ri ght .

Okay. And the unl eased parties, that being
s, they're set out in Exhibit B-3?

Yes.

And what percentage remai ns unl eased?

. 43%

0. 43%

Yes.

Ckay. We don't have any unknown parties in

No.
Are the addresses set out in Exhibit Bto

the | ast known addresses for the

Yes.

Are you requesting this Board to force pool
rest listed at Exhibit B-3?

Ve are.

Agai n, could you advise the Board as to fair

rilling rights in this unit and in the
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A We pay a five dollar bonus, five year term
and a one-eighth royalty.

Q And, in your opinion the terns, do the terns
you just testified to represent the fair market val ue of and
fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A They do.

JI M KAI SER.  Again, M. Chairman, we'd ask that

the..unless Ms. Mayes wants to hear it, that the el ection
testinony that was taken in the matter nunber 1435 be
i ncor por at ed?

BENNY WAMPLER: That will be incorporated.

Q Ckay. This particular unit, we do have a
conflicting claimunder Tract 2.

A Yes.

Q So we do need...the Board does need to

establish an escrow account for Tract 27

A That's correct.
Q And what's the total depth of the proposed
wel | ?
2476 feet.

Esti mated reserves for the unit?

A. 300 mllion cubic feet.
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Q Are you famliar with the AFE that we filed
and attached as Exhibit Cto the application?

A Yes.

Q State both the dry hole costs and conpl et ed
wel |l costs for this well.

A The dry hole cost is $111,736. And the
conpl eted well cost is $276, 113.

Q Do these costs anticipate a multiple
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
granting of this application be in the best interest
preventing waste for conservation and the protection of
correlative rights?

A Yes.

JIM KAl SER:  Nothing further of this wtness at

this time, M. Chairnmn.

BENNY WAMPLER: Questions of this witness from

menbers of the Board?

(No audi bl e response.)
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BENNY WAMPLER: M. Kaiser, do you understand what

Ms. Mayes is talking about as far as the property issue?

JIMKAISER  Well, it sounds |ike maybe she's got a
conplaint with the coal lessee. | knowthat...well, M. Hal
maybe can address this and/or...and we'll be glad to try to

negotiate a |l ease with her right now, you know, right after

the hearing. M. Wshoun is here and | guess he sent her

a...well, he's testified that he's sent her a proposed | ease.
We do have a well that we want to drill, a proposed well
that will actually be on your tract and maybe M. Hall can

tal k about that.

DON HALL: Yes. Well, M. Wshoun, | guess, has
been working with Ms. Mayes and has been talking to Ms.
Mayes about another well that we have in an adjacent unit
that would...would fall on the...on...actually on her |ease
or on her property. But that was...cane up after this well
was st aked.

JIMKAISERR  Well, we would like to get a voluntary

| ease fromher if we could and we could dismss this
application. But the...the other stuff is kind of like it
was a problemw th Rapoca and not us. W don't have anything
to do with the coal

MARY MAYES: | have a question
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JI' M KAl SER: Sur e.

MARY MAYES:. The anpbunt of royalty that | receive

fromthis well would be altered if | own nore property, you
t hi nk?

JI M KAl SER:  Yeah, if you had a survey done that

showed that, for whatever reason, your western boundary of
your prop...your tract was over nore into this unit
then...then your royalty would be greater. Your...your
royalty is based on your pro-rata...it's one-eighth of your
pro-rata share of the unit.

MARY MAYES: Uh- huh.

JIM KAl SER. Which right now, is just .43%

MARY MAYES. Exactly.

JIM KAl SER:  But, obviously, it will be a |arger

pro-rata share if we get a lease and can drill the well...the
unit to the east, which the well would actually be on your
property. In order to be able to do that, we'd have to have
a | ease because these force pooling orders don't give us any
surface rights or anything, so.

MARY MAYES: | understand that.

JIM KAl SER:  Ckay.

BENNY WAMPLER. Di d you understand what they're

doi ng, Ms. Mayes?
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MARY MAYES: Uh- huh.

BENNY WAMPLER: Ckay. Do you have any further

questions?

MARY MAYES: No, | just...just have a...l| feel like

| haven't had adequate tine to really | ook over the |ease
because, | guess, Keith...M. Wshoun is aware that | had a
nei ghbor who represented ne and said he was heirship to ny
property back in February 2004 while we were in Northern
Virginia. And he also said he was heirship and he wanted to
know all the financial status of our property. And he had
every intention, | would assune with fal se pretense, to get
information fromthe gas conpany. So, therefore, | wasn't
contacted until approximately....three weeks ago, Keith?

KElI TH W SHOUN: | think it was around the 8th or

9th sonething |like that, the begi nning of March.

MARY MAYES:. About three weeks ago, about a | ease

at all.

BENNY WAMPLER: Let nme go ahead and get you sworn

in and just affirmwhat you've said. You don't have to
repeat anyt hi ng.

MARY MAYES:. Thank you, sir.

(Mary Mayes was duly sworn.)
BENNY WAMPLER. Do you understand that if you do
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get a survey and that, you know, you show nore interest and
everything and sign a |lease that that will just nean that the
nmoney won't have to go into escrow--?

MARY MAYES: Right.

BENNY WAMPLER: ---and here what they are doing is

escrow ng that to protect you while you do whatever you need
to do with that? |f the Board approves this, that's what it
woul d be doi ng.

JIM KAI SER.  Yeah, we definitely want to get a

| ease with you, nma'am

BENNY WAMPLER. Do you have anything further, M.

Kai ser ?

JI M KAl SER: M. Chairman, we'd ask that the

application be approved as submtted.

BENNY WAMPLER: Is there a notion?

JIM M| NTYRE: So noved.

PEGGY BARBAR: "Il second.

BENNY WAMPLER: Motion 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.)
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BENNY WAMPLER: Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

The next itemon the agenda is a petition from Col unbi a

Nat ural Resources for creation and pooling of conventiona
gas unit 825309, docket nunber VGOB-05-0419-1440. W'd ask
the parties that wish to address the Board in this matter to
conme forward at this tine.

JI M KAl SER: M. Chairman and Board nenbers, Jim

Kai ser, Robert Kennon and Lynette Greene on behalf of
Col unbi a Natural Resources, LLC. |1'd ask that ny two
W tnesses be sworn at this tine.
(Robert Kennon and Lynette Greene are duly sworn.)

BENNY WAMPLER: Let the record show there are no

others. You may proceed.

LYNETTE GREENE

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ms. Geene, if you would state...we'l| start

wth Ms. Geene. |If you d state your nane for the record,
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who you' re enpl oyed by and in what capacity.

A My nane is Lynette Greene. |'ma senior
Land Representative for Colunbia Natural Resources.

Q And do your responsibilities include the

I and i nvol ved here and the surroundi ng area?

A Yes.
Q And are you famliar with CNR s application
seeking to establish a drilling unit and pool any unl eased

interest for CNR well nunber 825309, which was dated March
the 18th, 2005?

A Yes.

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

A Yes.

Q And prior to filing the application, | guess
inthis situation, was a two tract unit---?

A That's correct.

Q ---and on Tract 2, the oil and gas is owned
by the Em | ou Bowran and Crowe Estate and is actually under
| ease to CNX Gas Conpany. And prior to the filing of this
application, in the interimperiod, you have...or sonebody
with your office, I guess nore specifically, naybe Kathy

Wat son has contacted the fol ks at CNX, naybe nore
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specifically Les Arrington, and tal ked to them about working
out sone sort of agreenent on this well?

A Yes.

Q Ckay. So, the percentage that's

|l eased...that's under |lease to Colunbia at this tinme is?

A 57. 757.

Q Ckay. And the percentage that's unl eased?
A 42.242.

Q Ckay. And that unleased...the unleased

portion is set out at Exhibit B-3?

A Correct.

And we don't have any unknown entities in
this unit?

A No.

Q And t he addresses set out in Exhibit Bto
the application are the | ast known addresses for the interest
owners within the unit?

A Correct.

Q And you're requesting the Board to force

pool all unleased interest listed at Exhibit B-3?

A Yes.
Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the
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surroundi ng area?

A Yes.

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

A A five dollar bonus, five year termand a

one-ei ghth royalty.
Q And, in your professional opinion, do the
terms you just testified to represent the fair market val ue

of and fair and reasonabl e conpensation to be paid for

drilling rights wiwthin this unit?
A Yes.
Q Now, M. Chairman, again, 1'd |like to...even

though it’s a different entity, I'd like to piggyback
the...incorporate the election testinony or do you think we
need to go through it again?

BENNY WAMPLER: No. It's in the | aw anyway.

JIMKAISER Al right. Les is pretty famliar

wthit.

BENNY WAMPLER: It will be incorporated.

JI M KAl SER.  Thank you.

Q W do not have any...again, we do not have
any unknown parties so we do not need to establish an escrow

account for this well, correct?
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A That's correct.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Col unbi a Natural Resources, LLC

JIMKAISER. That's all | have of this w tness at

this time, M. Chairmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Call your next w tness.
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ROBERT KEENON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Keenon, who are you enployed by and in
what capacity?

A | am a Senior Petrol eum Engineer in the
engi neering departnent at Col unbia Natural Resources, LLC

Q And you're responsibilities include the |and
involved in this particular unit and in the surroundi ng area?

A They do.

Q And you're famliar with the plan of
devel opnent ?

A Yes.

Q And what's the total depth of the proposed
wel | ?

5,660...5, 665 feet.

Q And is the applicant requesting the force
pooling of conventional gas reserves, not only to include
desi gnated formations, but any other formations excluding
coal formations which nay be between those fornations

designated fromthe surface to the total depth drilled?
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Yes.

VWhat are the estimted reserves for this

unit?

A 400 mllion standard cubic feet.

Q Are you famliar with the well costs?

A Yes.

Q Did we prepare an AFE and submt it to the
Board as Exhibit Cto the application?

A Yes.

Q And, in your opinion, does it represent a

reasonabl e estimate of the well costs?
Yes.
Q Coul d you state for the Board both the dry

hol e costs and conpleted well costs?

A Estimated dry hole costs are $251, 438.
Conpl eted well costs, including well line, are $476, 502.
Q And do these costs anticipate a nmultiple

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?

A Yes.

JIM KAISER.  Nothing further of this chair...of

this witness at this tine, M. Chairman.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

MASON BRENT: It | ooks |Iike on your AFE, you nay

have a little conflicting information on the depth of your
wel | .

JI M KAl SER: Yeah, renenber that?

ROBERT KEENON: Yes. And this is not an unconnobn

appearance. It has to do with the way the different systens
kind of feed the information. |If you're tal king about the
information at the upper right hand corner, that's really
just a conputer feed. Really, that kind of dates back to the
geol ogi sts first prediction whenever they created the G pl at
for the |location. As we go out and survey, we get a better

or an estimated or a revised elevation. The depths are

adj usted accordingly. In addition, it's reviewed by our
drilling engineer. Sonetines they like a little extra
drilling pocket or sonething bel ow what may have been
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forecasted. So, it's not unconmon to see slight disparities.
VWhat | normally try to go by, are the actual contract
drilling footages which what we'll we're spending dollars for
and what we anticipate to go to.

MASON BRENT: Kind of |ike that nunber 8, at the

begi nni ng of your well---.

ROBERT KEENON: That does pop up fromtine to tine.

BENNY WAMPLER.  WI | you clarify it in your...on

your plat, you have well nunber CNR 25309.
JIM KAl SER.  Yeah, we need to put an 8 in front of

that too. W're going to go with 8. W've nade a firm
decision to go with 8.

ROBERT KEENON: And we have---.

JIM KAI SER: (I naudi bl e.)

ROBERT KEENON: ---we have contacted our surveyors

to try to prevent this problemfromoccurring again in the
future. It's just everywhere or every tine that we think we
have it solved, it seens to pop sonewhere el se.

BENNY WAMPLER: Ot her questions?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI M KAl SER: M. Chairman, we ask that the

application be approved as submtted.
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BENNY WAMPLER: Is there a notion?

DENNI S GARBI'S: Mbdtion to approve.

MASON BRENT: | second.

JI'M M| NTYRE: | second.

BENNY WAMPLER:  Second. 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. Thank you. The

next itemon the agenda is a petition from Hard Rock

Expl oration for pooling of a conventional gas unit HRVAE #10,
docket nunber VGOB-05-0419-1441. W'd ask that the parties
that wish to address the Board in this matter to cone forward
at this tine.

JI' M KAl SER: M. Chai rman and nenbers of the Board,

Ji m Kai ser on behalf of Hard Rock Exploration. Qur wtnesses
inthis matter will be M. JimTalkington as to land matters
and M. Jim Stephens as to operations and the AFE. W' d ask
at this tine, that these two w tnesses be sworn.

(Jim Tal ki ngton and Ji m Stephens are duly sworn.)
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BENNY WAMPLER: Let the record show there are no

others. You may proceed.

JIMKAISER W'Il start with M. Tal kington

JI M TALKI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q I f you could state your nanme for the record,
who you're enpl oyed by and in what capacity?

A Ji m Tal ki ngt on, Landnman for Hard Rock
Expl orati on.

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

A Yes, they are.

Q And are you famliar with the application
that Hard Rock filed seeking to pool any unleased interest in
this unit? The drilling has already been established. This
is a Pilgrinms Knob?

A Yeah.

Q It's a Pilgrins Knob unit, 180 acre unit.

So, we filed the application to pool any unleased interest,
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correct?

A Correct.

Q And does Hard Rock own drilling rights
wWithin this unit involved here?

A Yes, they do.

Q Prior to filing the application, did you
make attenpts to contact each of the respondents---?

A Yes, | have.

Q ---owning an interest in the unit and an
attenpt to work out a voluntary | ease agreenent with thenf

A Yes, | have.

Q All right. Wuat is the interest of Hard

Rock Expl oration under |lease within the unit at this tine?

A 64. 54%
Q Ckay. And are you famliar with the
ownership of drilling rights of parties within the unit other

t han Hard Rock?

A Yes, | am

Q And what percentage is unleased at this
time?

A 35. 46%

Q Ckay. And are all our unleased parties set

out at Exhibit B-37?
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A Yes, they are.

Q And we do not have any unknown folks in this

A No.

Q So, in your professional opinions...opinion
was due diligence exercised to | ocate each of respondents
named in Exhibit B?

A Yes, it was.

Q And are the addresses set out in Exhibit B
the | ast known addresses for the respondents?

A Yes, they are.

Q And are you requesting the Board to force

pool all the unleased interest as |isted at Exhibit B-3?

A Yes.
Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes, | am

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

A A five dollar bonus, five year term one-

eighth royalty.

Q And let's talk just for a m nute about
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your...the unl eased parties particularly in...we have
Tract...Tract 1 is a Ritter |ease, which is a Hard Rock
lease. Tract 2 is a EOG |lease, and | guess it's ny
understanding that there is an agreenent between those two
conpanies as to the devel opnent of this area. And, | guess,
M. Stephens can address that?

A Yes.

Q That's Tract 2 and Tract 3. In Tract 4 and
5, which we call the Rife/Wller tracts, you've contacted
each of these respondents and are...have nade and are
attenpting to nake a attenpt to obtain a voluntary |ease?

A Yes, sir.

(JimKai ser confers with Jim Tal ki ngton.)

Q Ckay. So, in your opinion, do the terns
you' ve testified to regarding the fair market value of and
fair and reasonabl e conpensation to be paid to any unl eased
parties, that it’s your testimony that those amounts are fair
and reasonabl e?

A Yes, sir.

JIM KAl SERR  Again, M. Chairman, if | could

i ncorporate the election testinony.

BENNY WAMPLER: That will be incorporated.

Q Do you recommend that any el ections by
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respondents be in witing and sent to the applicant at Hard
Rock Explorations, Inc., P.O Box 13059, Charleston, W

25360, Attention: Jim Stephens, Regul atory?

A Yes.

Q And we don't need to establish an escrow
account for this well, is that correct?

A That's correct.

Q And who shoul d be nanmed operat or under any

force pooling order?
A Hard Rock Exploration, Inc.

JIMKAI'SER  No further questions of this wtness

at this tine, M. Chairman.

BENNY WAMPLER: Questions from nenbers of the Board

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

BENNY WAMPLER:  Cal | your next w tness.

JI M STEPHENS

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER
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Q M. Stephens, if you'd state your nane, who
you' re enployed by and in what capacity?

A "' m Ji m Stephens, Hard Rock Exploration,
Vi ce President of QOperations.

Q And before we get into your operationa
testinmony, was | correct in stating that as far as the oi
and gas | essee, EOG on Tracts 2 and 3 there's...do have an

agreenent with them--?

A W are---.

Q ---or in the process of an agreenent?

A ---in the process of an agreenent with ECG

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

A 5400 feet.

Q And the estimated reserves for the unit?

A 300 mllion cubic feet.

Q Now, are you famliar with the AFE, in fact,

did you actually prepare it yourself, review, and sign it?
A Yes, | did.
Q And was it attached as Exhibit Cto the
appl i cation?
A Yes, | did.

Q And did you...does your AFE represent a
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reasonabl e estimate, in your opinion, of the well costs?

A Yes, it is.

Q And could you state for the Board the dry
hol e costs and conpleted well costs?

A The dry hol e cost is $180,060. Conpl eted
well cost will be $414, 369.

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

A Yes, they do.

Q And is there a reasonable charge for
supervi sion included in the AFE?

A. Yes.

Q And, in your professional opinion, would the

granting of this application be in the best interest for
conservation and prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAl SER: Nothing further of this wtness at

this time, M. Chairnmn.

BENNY WAMPLER: Questions from nmenbers of the

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

BENNY WAMPLER: Do you have anything further?
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JIMKAISERR W' d ask that the application be

approved as subm tted.

BENNY WAMPLER: Is there a notion?

JI M Ml NTYRE: Motion to approve.

DENNI S GARBI S: Second.

BENNY WAMPLER: Motion and second. Any further

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

BENNY WAMPLER: All in favor, signify by saying

yes.
(Al nmenbers signify 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 EOG Resources. This is
going to 26 on the...l think, or did | say we'd go back to 6
and 77 W need to go back to 6 and 7 here?

JI M KAI SER: Yeah. You'll now have 6, 7, 26 and 27?

BENNY WAMPLER: Right. 6 and 7 is next. The next

itemon the agenda is a petition from EOG Resources
| ncorporated for pooling of a conventional gas unit PK M 23,
docket nunber VGOB-05-0315-1421. W'd ask the parties that

wi sh to address the Board in this matter to cone forward at
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this time.
TI M SCOTT: M. Chairman, |'m Ti m Scott. |
represent EOG Resources. M. Bacon?

PETER BACON: |'m Peter Bacon and |I'mthe Land

Manager for EOG Resources.

JOHN JOHNSTON: | ' m John Johnston. I'mthe D vision

and Expl oration Manager for EOG Resources.

BENNY WAMPLER: W'l |l go ahead and get you sworn

(Peter Bacon and John Johnston are duly sworn.)

BENNY WAMPLER: Let the record show there are no

others. You nmay proceed.

TI M SCOTT: M. Chai rman, when we were here the
last tinme, M. Harris asked that we provide a well plat that
showed tract identification. About 3:00 o'clock this
nmorning, | renenbered | was supposed to do that. So, | went
to ny office this norning. Now, these are not part of the
evi dence, but for informational purposes, and |I'l|l pass these
out to the Board nenbers.

(Tim Scott passes out the exhibits.)

BENNY WAMPLER.  Jim are you in on this one or are

you just waiting?

JIMKAISER No, | guess we're in the next one. |Is
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t hi s number six?
TIM SCOTT: This is siX.

JIMKAISER. Six? No, I'mnot in siXx.

PETER BACON: You' re the next one.

JIMKAISER  |'m--.

TIM SCOIT: You're the next one.
BENNY WAMPLER: Yeah, | was just making sure.

TIM SCOIT: M. Chairman, the...|'ve passed out
sone revised exhibits. During the course of the title
exam nation, we had notified...this would have been under
Tract 3 shown on the revised Exhibit B, the possible oil and
gas | essee as Island Creek but after speaking with M.
Kai ser, who represents Hard Rock, we determned that there is
sone interest leased fromC L. Ritter to Hard Rock and that
there was an agreenent that since they had received notice
prior on other tracts in here, that notice was not going to
be an issue for this hearing. But we've revised those
exhibits to reflect that | eased ownership in Hard Rock. Is
that correct, M. Kaiser?

JIMKAISER. That's correct. W wai ved notice

based upon their assertion and they would revise their
exhibits to show that ownership

BENNY WAMPLER: State your nane for the record.
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JIMKAISER OCh, I'msorry. |'mJimKaiser on

behal f of Hard Rock Explorations.

BENNY WAMPLER: Thanks.

TI M SCOTT: | will sit down in a mnute, |
prom se. The last tine we were before the Board, M. Bacon
did testify and we do have a new w tness today, M. Johnston.
And | would like for himto continue addressi ng technica
matters and |'d like himto give a background...sone
background i nformation about his work history and his

educati on and what he knows about this particular area we're

at .

JOHN JOHNSTON: My nane is John Johnston. I'ma
Di vi sion Exploitation Manager for EOG Resources. |'ve been
working in the oil and gas industry since 1981. | worked

this area in Southwest Virginia in the Appal achian basin
since 1987. So, |'ve been famliar with the oil and gas
industry in a whole...as a whole.

TIM SCOTT: Ckay. W'Ill start with M. Bacon.

PETER BACON

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

DI RECT EXAM NATI ON
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2 Q
3 A
4 Q
5 pl ease?

6 A
7 Q
8 A
9 Q
10 A
11 di vi si on.

12 Q
13 application
14 A
15 Q
16 Knob Fi el d?
17 A
18 Q
19 A
20 Q
21 A
22 Q
23 unit?
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And you' ve been sworn?
Uh- huh.

What did you...would you state your nane,

Pet er Bacon.

And by whom are you enpl oyed?

EOCG Resources, Inc.

And what is your job description, M. Bacon?

| amthe | and manager for the Pittsburgh

And are you famliar with the ECG s

now pendi ng before the Board?

Yes, | am

s this unit located within the Pilgrins

Yes, it is.

And what unit nunber is it?
Unit PK M 23.

Does it contain 180 acres?
Yes, it does.

And does EOG own drilling rights in this
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A Yes.
Q Are there any party...parties respondent
listed on the...in the application who should be dism ssed at

this tinme?

A No.

Q What percentage of the unit does EOCG have
under | ease?

A 65. 33%

Q And how is notice affected to the parties
respondent on the application?

A By certified mail and by notice of
conti nuance by certified nuail

Q Ckay. We'll get into that right now, M.
Bacon. At the |ast hearing, we asked for a continuance
because we had di scovered an additional tract |ocated wthin

the unit, is that correct?

A Yes.

Q And that was Norfol k Sout hern Railway---7?
A Yes.

Q --is that correct? And then notice was

affected to themby certified mail?
A Yes, that's correct.

Q Ckay. By what other neans was notice
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affected to the parties respondent?

A Notice to the hearing was published.

Q I n what newspaper?

A On February 18th, in the Bristol Herald
Couri er.

Q Okay. Are there any unknown owners in this
unit?

A No.

Q Ckay. And have you filed proofs of

publication and affidavit of publication with the Board?

A Yes.

Q | s EOG aut horized to conduct business in the
Commonweal th of Virginia?

A Yes, it is.

Q And has it registered with the Departnent of
M nes, Mnerals and Energy and does it have a bl anket bond on
file?

A Yes, it does.

Q In the event you could reach a voluntary
agreenent with the parties respondent set forth on Exhibit B,
what | ease terns would be offered to those parties?

A Five dollars an acre, one-eight royalty and

a five year primary term
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Q Does that, in your opinion, represent a
reasonabl e conpensation for |lease rights in this area?

A Yes, it does.

Q What percentage of the oil and gas estate
are you seeking to pool?

A 34.67%

Q Wth regard to this unit, is there an escrow

requirenent ?

A No.

Q Are you requesting the Board to pool the
unl eased parties listed on Exhibit B?

A Yes, we are.

Q Are you al so requesting that EOG be naned
operator for this unit?

A Yes, we are.

Q If...in the event of the elections as
provi ded by statute, what address should be used for those
el ections and to whose attention should those el ections be
di rected?

A It should be sent to EOG Resources, Inc.,
Sout h Point Plaza One, 400 South Point Blvd., Ste. 300,
Cannonsburg, Pennsylvania 15317, to the attention of Peter

Bacon, Division Land Manager.
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Q And should all comuni cations regarding this
unit be addressed to you at that address?

A Yes.

TI M SCOTT: Ckay. That's all the questions | have
for M. Bacon.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Ckay, you may proceed.

JOHN JOHNSTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q And, M. Johnston, you've been sworn
correct?

A Yes.

Q Wul d you pl ease state your nane, occupation

and by whom you're enpl oyed?
A John Johnston, Division Exploration Manager
for EOG Resources, Inc. in Pittsburgh, Pennsylvani a.

Q Are you...l"msorry, go ahead.
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A In the Pittsburgh, Pennsyl vani a.

Q Okay. Are you famliar wth the pooling
application filed by EOG which is pending before the Board?

A Yes.

Q Did you participate in determning the costs
and etc. associated with the this well?

A Yes.

Q kay. Are you famliar with the total depth
of the well?

A Yes.

Q And are you requesting the Board to pool oi
and gas reserves fromthe surface to the depth...the target

dept h excl udi ng coal ?

A Yes.

Q What are the estimated reserves of this
unit?

A 300 mllion cubic feet.

Q And are you famliar...and |I just asked you

a mnute ago, you are famliar with the well costs, is that

right?
A That's correct.
Q And what's the estimted dry hole costs?
A $231, 300.
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1 Q And what's the conpleted well costs?

2 A Conpl etion costs woul d be $138, 400.

3 Q Has an AFE been subnmitted to the Board that
4 was signed?

5 A Yes.

6 Q And did you participate in preparing the

7 AFE?

8 A Yes.

9 BENNY WAMPLER: Excuse ne just a second. M.

10 Wlson, do you have that? W don't have it.

11 BOB WLSON:  Yes.

12 TI M SCOTT: Just now.

13 BENNY WAMPLER: Ckay.

14 TI M SCOTT: Just now.

15 BENNY WAMPLER: So, you're checking to verify---.
16 BOB WLSON: Yes...yes. |If you could please, if you

17 would put in the testinony your total cost of the conpleted

18 well as opposed to just the conpletion cost. It would be---.
19 A kay, total costs $369, 700.
20 Q Does the AFE al so include a reasonabl e

21 charge for supervision?

22 A Yes.
23 Q And woul d the granting of this application
24
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1 prevent waste, pronote conservation and prevent the...and the
2 protection of correlative rights?

3 A Yes.

4 TI M SCOTT: That's all the questions | have for

5 M. Johnston.

6 BENNY WAMPLER: In the future, we wll need those
7 AFEs with the application because people would be comng to
8 the hearing trying to make a decision. They need tine to do
9 that. W don't have anybody here today appearing. So, it's
10 not a big problem

11 TI M SCOTT: Wll, the...the AFE is the sane AFE,
12 it's just that it's not signed. It is...it is with the

13 application.

14 BENNY WAMPLER: Ckay, we don't have it at all.

15 (Sharon Pi geon confers with Benny Wanpl er.)

16 BENNY WAMPLER: The ol d one, okay. All right.

17 TI' M SCOTT: Any...any questions, M. Chairnman?

18 BENNY WAMPLER: Questions from nmenbers of the

19 Board?

20 (No audi bl e response.)

21 BENNY WAMPLER: Do you have anything further?

22 TI M SCOTT: No, sir.

23 BENNY WAMPLER: Is there a notion?

24

o 158



© 00 N o o b~ w N P

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

)
1

JI M Ml NTYRE: Motion to approve.

PEGGY BARBAR | second.

BENNY WAMPLER: Motion is second. Any further

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

BENNY WAMPLER: Al in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER: You have approval

TI' M SCOTT: Thank you.
BENNY WAMPLER: The next itemon the agenda is a

petition from EOCG Resources, Inc. for pooling a conventional
gas unit PK K-18, docket nunber VGOB-05-0315-1426 conti nued
fromMarch. W'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

TI' M SCOTT: Tim Scott for EOG Resources.

PETER BACON: Peter Bacon and John Johnston.

JIM KAl SERE  And Jim Kai ser for Equitable

Producti on Conpany.
BENNY WAMPLER: Let the record show there are no

others. You may proceed.
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TIM SCOIT: M. Chairman, as the Board will recall,
this matter was continued fromthe March docket regarding a
notice issue. It involved, of course, Equitable Production
who was the nanmed respondent in the application. The...there
has been sonme conmuni cati on between the parties as recently
as about an hour ago and we still haven't been able to reach
an agreenent. There are sone issues regarding---.

JIMKAISER  My...our position or Equitable's

position is that we still don't have their...we're trying to
get to where we want to get to, but we still don't have sone
material information, sonme date that we woul d need in order
to make an infornmed reasoned decision as to whether or not
we'd want to directly participate, be carried or you know
wor k out sonme sort of assignnent or be deened to | ease or
whatever. | don't knowif |I need to get into the specifics
of that or not but---.

TI' M SCOTT: Wel |, our position, and | guess just
in response to M. Kaiser's statenent, is that we, you know,
did make an offer to Equitable and I guess we were sort of in
a position of not bargaining agai nst ourselves so we're
waiting for a response. And now we're on the eve of another
hearing and...and nothing's been resolved, so we

were. ..obviously, they have issues and you know we're...we'd
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like to go forward with this, but M. Kaiser infornmed ne that
he woul d want a continuance pending further negotiation with
the...with Equitable. And our position was to find out what
the pul se of the Board was before we went into testinony.

W' ve al ready provided proof of publication and proof of
certification...or mailing fromthe last tine before this

i ssue was...was raised. And, of course, you know, M. Bacon
is here to answer any questions of M. Kaiser, as well as his
attenpts to reach a voluntary agreenent with Equitable if
that's what the Board' s pl easure woul d be.

BENNY WAMPLER: Well, maybe M. Kaiser needs to

tell us what his objections are.

JIMKAISER Well, first of all, | was under the

understandi ng five mnutes ago that they were going to try to
dism ss us. Apparently, they've changed their mnd on that.

| would have like to have known that. But our problemis---

TI' M SCOTT: | apol ogize, | just knew it too.
JIM KAl SERE  Qur problemis we cane to the | ast

heari ng and got the continuance under the pretense that there
woul d be sone di al ogue. | guess, there is a m sunderstandi ng
that the dialogue was to start with ny client. When we

didn't hear anything...ny client called ne on March the 30th
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and said you know, “what's going on, have you heard anything

from anybody at EOG, we haven't heard from them.” I said,

A\Y ”

no. I said, you know, “if you haven't heard from them, you
call them.” So last, I guess, I don't know and maybe Peter
can tal k about this, Thursday or Friday, | think it was M ke
Canich with ny client called them asking for sone
information, a part of it being nonthly operating cost which
they did cone to an agreenent on. But the other key
conponent, or material information, that ny client needs to
make an inforned decision...we're talking...don't forget
we're tal king about 35% of the unit here, not 2%or 3% would
be (inaudible) rates and they weren't able at this tine to
provide us with that information. | assuned that maybe
they'll be able to in the future so ny idea was, which

t hought we agreed to, was to let them..they agreed to

dismss us fromthis pooling, let themgo forward with

pool i ng everybody el se, they can still get their permt, they
can drill their well which is their primry concern. | guess
they have | ease obligations... contractual obligations and we

understand that and synpathize with that. And then, if we
haven't worked a voluntary agreenent, they can cone back, at
which tinme they're ready to produce the well and then pool us

then, and our...and then we'd be subject to the statutory
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el ections afforded us. But if...if...if they're not going to
di sm ss us then, you know, we're going to request another
cont i nuance.

BENNY WAMPLER.  Thought s?

JIMKAISER |If we don't get it, then we're pretty

much hanstrung because at that point we're subject to the
order and they're not under any obligation to work out any
sort of voluntary agreenent with us at all.

BOB WLSON: Can you dismiss a party that's al ready

been identified as be...is requiring pooling?

JIMKAISER  |If both parties agreed to it, | don't

know why you coul dn't. But, apparently, they're not
agreeing to it.

SHARON PI GEON: Well, if the party is here and can

testify to that, |I think that is accurate, yes.
TI M SCOTT: M. Chairman, could we have about five
m nut es?

BENNY WAMPLER: Sur e.

TI' M SCOTT: Yes, |'msorry, go ahead.
PETER BACON: Should I give a...discussion?

TI' M SCOTT: Wll, | think if we're going to...if
we're going to go through the whole testinony, we'd have to

do that...so, | think...well, you know, | need about five
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mnutes with ny client, if that woul d be okay, please?

BENNY WAMPLER: Ckay. W'l take a five mnute

break and |l et you do that.
( Break)

BENNY WAMPLER: Bob distributed m nutes of the | ast

meeting and |'ll ask if there's any conments or corrections
to those.
(No audi bl e response.)

BENNY WAMPLER: If there are no comments or

corrections to the Board mnutes, then |'d ask for a notion
t o approve.

DENNI S GARBI S: So be it.

BENNY WAMPLER: Motion to approve. Is there a

second?

JIM M| NTYRE: Second.

BENNY WAMPLER: All in favor signify, by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER: You have approval

(O f record).
BENNY WAMPLER: Ckay, folks, if I can get your

attention, we're going to go back on record here and | et

these gentlenen tell us what...what they have concluded if

164



© 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

anyt hi ng.

TIM SCOTT: W have concluded. The...we've agreed
to continue it...this matter until May. And M. Bacon woul d
like, on the record, to tell the Board what efforts he has
made, even though we've continued, so it will becone part of
the record. GCkay. |Is that all right wwth you M. Kaiser?

JIM KAl SER: Yeah, that's fine.

PETER BACON: Just...it wll be very brief, but I

just..... but part of ny level of frustration here is back in
February of...February the 23rd of this year, we sent a offer
letter for Equitable to participate in this well and we sent
it to an address that was given to us on a business card of
their regional director of the | and departnent. That letter
cane back to us as not being a correct address and so on
March 8th, we sent them another certified letter inviting
themto participate in this well, and there was sone back and
forth between our attorneys whether or not they were given
adequate notice. But at the hearing last nonth, we net in
the hall, and at M. Kaiser's request, we postponed this
until this hearing this nonth and we were gi ven assurances by
M. Kaiser that they're...Equitable's vice president of |and
woul d be contacting nme to work this thing out. And we never

heard a word from Equitable. The first |I ever heard from
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Equi tabl e was yesterday on this matter. Apparently, one of
their people contacted ne by phone on, | think, Tuesday of
this...late...what's today?

TI' M SCOTT: Today i s Wednesday.

PETER BACON. Tuesday. Yesterday. | guess he

contacted ne Friday of |ast week. | was out of town. |
returned his call on Mnday, yesterday. That was the first
time | had ever talked to anybody at Equitable from..from
the last nonth's hearing. And | left the conversation with
the vice president that | talked to over there | ast night
under the assunption that we had worked this out. That they
needed one piece of information that | gave it to them and he
said it was his understanding that that would be all they
needed to nmake their decision. And it wasn't until this
nmorning that | found out that they needed nore infornation.
So that's...that's the level of ny frustration on it but
we'll go ahead and continue till next week...or next nonth.

BENNY WAMPLER: Ckay. That matter is continued.

We're going to leave 25 till last on the Board's... going
t hrough your folders so we'll go to 26 next. That's a
petition from EOG Resources | ncorporated for pooling of
conventional gas unit PK L-16, docket nunber VGOB-05-0419-

1443. W'd ask the parties that wish to address the Board in
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1 this natter to cone forward at this tine.
2 TI M SCOTT: Tim Scott, EOG Resources. Peter Bacon
3 and John Johnston.

4 BENNY WAMPLER: Let the record show there are no

5 others. You may proceed.

6 TIM SCOTT: M. Wanpler, the...when we were goi ng

7 over these files this norning, it was determ ned that the AFE
8 that had been filed with the application was not the correct
9 AFE. So, we have revised it. Unfortunately, the Hanpton |Inn

10 didn't have a copying nmachine that | could nmake nultiple

11 copies. But | will provide those to the Board.

12 BENNY WAMPLER:  We can |l ook at it.

13 TIMSCOTT: | will provide those to the Board. It
14 was a matter of change of target depth. It's alittle

15 blurry. [I'lIl get better copies for the Board as well.

16 (Board nenbers review the AFE.)

17 BENNY WAMPLER.  Ckay, you may proceed.

18

19 PETER BACON

20 DI RECT EXAM NATI ON

21 QUESTI ONS BY MR SCOIT:

22 Q M. Bacon, would you state your nane, your
23 occupation and by whom you're enpl oyed?

24
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A

| and manager for

Q

My nane is Peter Bacon. |'mthe division
ECG Resources in Pittsburgh

And what...are you famliar with EOCGs

appl i cati on now pendi ng before the Board?

A

Q
Knob Fi el d?

o > O » O »

unit?

on Exhibit B who
A

Q

Yes, | am

s this unit located within the Pilgrins

Yes, it is.

And what unit nunber is it, please?
PK L-16.

Does this unit contain 180 acres?
Yes, it does.

And does EOCG own drilling rights in this

Yes, it does.

Are there any respondents |listed as unl eased
shoul d be dism ssed fromthe application?
No.

And what percentage of the oil and gas does

ECG have under | ease?

A
Q

72. 06%

How was notice...the notice of this hearing

provided to the respondents |isted on Exhibit B?
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> O > O >F

Couri er.

Q
unit for parties

A

Q
the application?

A

Q

A

Q

By certified mail.

Was notice affected by any other neans?
Notice of the hearing was published.
And when was that published?

March the 24th, 2005 in the Bristol Herald

Okay. Are there any unknown owners in this
whose addresses are unknown?
Yes.

Ckay. And they are listed on Exhibit Bto

Yes.
And you have tried to |locate these parties?
Yes.

And did you use tel ephone books, etc., to

| ocate these parties?

A.
Q

Yes, and | talked to sone fam |y nenbers.

Ckay. Have you filed proof of publication

and affidavits of mailing with the Board as to this

particular unit?

A
Q

t he Commonweal t h?

Yes.

And i s EOG aut hori zed to conduct business in
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A Yes.

Q Has it registered with the Departnent of
M nes, Mnerals and Energy and does it have a bl anket bond on
file wwth the Departnent?

A Yes.

Q | f you reached a voluntary agreenment with
t he unl eased parties respondent, what terns would you offer
t henf

A $5 an acre, a one-eighth royalty for a five
year primary term

Q And do you...would you consider that to be a
reasonabl e val ue of lease rights in this area?

A Yes.

Q What percentage of the oil and gas estate
are you seeking to pool ?

A 27.94%

Q Wth regard to this unit, is there an escrow
requi renent ?

A Yes.

Q And have you submtted an Exhibit E which
sets forth the interest in the tracts affected, wherein, the
parti es whose interest should be escrowed?

A. Yes.
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Q Are you requesting the Board to pool any
unl eased parties listed on Exhibit B?

A Yes.

Q Are you requesting that EOG be naned
operator for this particular unit?

A Yes.

Q And when the parties are provided with their
statutory el ections, where should those el ections be
forwarded and to whonf

A They shoul d be forwarded to EOG Resources,
Inc., South Point Plaza One, 400 South Point Boul evard, Ste.
300, Cannonsburg, Pennsylvania 15317 to the attention of
Peter E. Bacon, Division Land Manager.

Q And should this be the address for all
communi cations with you as the operator?

A Yes, it shoul d.

TIM SCOTT: Ckay. Those are the only questions |
have for M. Bacon.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Cal your next w tness.

TIM SCOTT: Ckay.
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JOHN JOHNSTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Johnston, would you state your nane,
occupati on and by whom you are enpl oyed?

A John Johnston, occupation is Division
Expl orati on Manager for EOG Resources, Pittsburgh D vision.

Q And you are famliar with the application
now pendi ng before the Board?

A Yes.

Q Are you famliar with the total depth of

this proposed well ?

A Yes.

Q And what woul d that be?

A 5200 feet.

Q Are you requesting the Board to pool oil

gas reserves fromthe surface to the total depth, excl uding

coal ?
Yes.
Q What are the estimated reserves for this
particular unit?
A 300 mllion cubic feet.
Q And are you famliar with the well costs for
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this proposed well ?

A. Yes.

Q VWhat are the...what is the estimted dry

hol e costs?

$355, 200.

Yes.

o > O >» O P

AFE?

Yes.

Estimated dry hole costs is $220, 775.

VWat's the estimated total well costs?

Has an AFE been provided to the Board?

And did you participate in preparing the

Does the AFE al so i nclude a reasonabl e

charge for supervision?

A Yes.

Q I n your opinion,
application pronote conservation,
correlative rights?

A. Yes.

woul d the granting of this

prevent waste and protect

TIM SCOTT: Those are ny questions for M.

Johnst on.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
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(No audi bl e response.)

BENNY WAMPLER:  Anything further, M. Scott?

TI M SCOTT: No, sir.

BENNY WAMPLER: Is there a notion?

(Sharon Pigeon and Benny Wanpl er confer.)
BENNY WAMPLER:  You did say that you'd get us...get

M. WIson a signed AFE nore legible or is that---?

W | son,

yes.

TIMSCOTT: Yes, sir, I will. Yes, sir, | will.
BOB WLSON: A | egi ble copy.

TIM SCOTT: A legible copy on all of those, M.
will.

BENNY WAMPLER. Ckay. |Is there a notion?

JI M M| NTYRE: So noved.

BENNY WAMPLER:  Mbtion for approval.

DENNI S GARBI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(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. The next item
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on the agenda is a petition from EOCG Resources, Inc. for
creation and pooling of a conventional gas unit Big Vein Wl
#11-05. This is docket nunmber VGOB-05-0419-1444. W'd ask
the parties that wish to address the Board in this matter to
cone forward at this tine.

TIM SCOIT: Tim Scott for EOCG Resources, Peter
Bacon and John Johnst on.

(Tim Scott passes out an exhibit.)

PETER BACON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q Ckay, M. Bacon, would you state your nhane,
pl ease?

A Pet er Bacon.

Q By whom are you enpl oyed?

A EOCG Resources, Inc.

Q And what is your job title?

A Land Manager of the Pittsburgh Division.

Q Are you famliar wiwth EOG s application now
pendi ng before the Board?
A Yes, | am

Q Does this particular unit, is it located in
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an established field?

A No. It would be on the state w de spaci ng.

Q Ckay, what...how nmany acres does this unit
contai n?

A 112. 69 acres.

And does EOG have drilling rights in this

unit?

A Yes.

Q Are there any respondents listed on Exhibit

B who shoul d be dismssed fromthe application?

A No.

Q And what percentage of the unit does EOG
have under | ease?

A 96. 1%

Q How was notice provided to the respondents

listed on Exhibit B?

A By certified mail
Q Was notice affected by any ot her neans?
A Notice of the hearing was published in the

March 24, 2005 Bristol Herald Courier.
Q Ckay. Are there any unknown owners in this

unit?
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Q Have you filed proofs of publication and
affidavit of mailing to the Board?

A Yes.

Q | s ECG aut horized to conduct business in the
Commonweal t h?

A Yes, we are.

Q And is there a bond filed with the
Depart nent ?

A Yes.

Q If in the event you were able to reach a
vol untary agreenent with the parties respondent, what woul d
t hat be?

A Five dollars an acre, one-eighth royalty for
a five year primary term

Q In your opinion, do these terns represent a
reasonabl e value for lease rights in this area?

A Yes, they do.

Q What percentage of the oil and gas estate
are you seeking to pool ?

A 3. 9%

Q And with regard to this unit, is there an
escrow requirement ?

A No.
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Q Are you requesting the Board to pool any
unl eased parties listed on Exhibit B?

A Yes.

Q Are you requesting that EOG be naned
operator for this unit?

A Yes.

Q In the event if the application is approved
and el ections are sent to the parties respondent, what
address should be used and to whose attention should those
communi cati ons be directed?

A It should be sent to EOG Resources, Inc.,
Sout h Point Plaza One, 400 South Point Boul evard, Ste. 300,
Cannonsbur g, Pennsylvania 15317 to the attention of Peter
Bacon, Division Land Manager.

Q And should this be the address for al

communi cations with the applicant concerni ng the pooling

order?
A Yes.
TIM SCOIT: That's all | have for M. Bacon.
BENNY WAMPLER: Questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.
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TIM SCOTT: Ckay.

JOHN JOHNSTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q

pl ease?

> O > O >

Q

M. Johnston, would you state your nane,

John Johnston.

And by whom are you enpl oyed?

ECG Resources, Inc.

And in what capacity?

|'"'mthe D vision and Expl oration Manager.

Are you famliar with the pooling

application now before the Board?

A
Q

Yes.

And are you famliar with the total depth of

this proposed well ?

A.
Q

A
Q

Yes.
And what woul d t hat be?
5,450 feet.

Are you requesting the Board to pool oil and

gas reserves between the surface and the target depth

excl udi ng coal ?
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Yes.
What are the estinmated reserves of this
unit?
A 300 mllion cubic feet.
Q And are you famliar with the well costs for

t he proposed wel | ?

A Yes.

Q VWhat is the estimated dry hol e costs?

A $224, 000.

Q And what is the estimated conpl eted wel |
costs?

A $360, 500.

Q Has EOG provi ded a signed AFE to the Board?

A Yes.

Q And does this AFE al so include a reasonabl e
charge for supervision?

A Yes.

Q In your opinion, would the granting of this

application be in the best interest of conservation,
prevention of waste and protection of correlative rights?

A Yes.

TIM SCOTT: Those are the only questions |I have for

M . Johnst on.
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BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

TIM SCOIT: No, sir. 1'd just ask that the
application be approved as subm tted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

DENNI S GARBI 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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

TIM SCOTT: Thank you very nuch.
PETER BACON: M. Chairman, the last...last tinme w

were here, you did tell ne about the signed AFE, and |
prom se you the next tinme we'll have them and you'll have a

right to scold ne if | don't.
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BENNY WAMPLER:  Ckay, thank you. Ckay, the | ast

itemon the agenda is a petition fromDart G| and Gas
Corporation for establishnent of field rules for drilling of
conventional wells in the Abbs Valley and Northern Tazewel |
County, VGOB-05-0419-1442. W'd ask the parties that wsh to
address the Board in this matter to cone forward at this
time. | understand you have to set up for that.

BOB WLSON: M. Chairman, yes, | believe they are

all outside and we do have to do sone set up before we can
get started.

BENNY WAMPLER  So if you need to stand up, stand

up.
(Of record.)
BENNY WAMPLER.  Ckay, we'll let you go through your

testinony and then we may have ot her people that wish to
speak. |, again, remnd you to speak loudly so that everyone
can hear you.

(Robert Powell, Richard H nkley, @enn Phillips and
Tom O Neill are duly sworn.)

JIM KAl SER.  Have you already called it?

BENNY WAMPLER.  You may proceed.

JI M KAl SER: M. Chairman and Board nenbers, Jim

Kai ser on behalf of Dart G| & Gas Corporation. W wll have
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four witnesses in this hearing to establish the Abbs Vall ey
Field. 1In order of their presentation...then I'll introduce
themin order of their presentation. First, it will be M.
Tom O Neill and M. denn Phillips, M. Bob Powell and then
M. Dick Hnkley. W'Ill start with M. ONeill. W'IlIl ask
himto give a brief summary of his educational background and
his work experience. He will be testifying primarily as to

t he geol ogy of the field.

TOMO NEILL: My nanme is TomONeill. [I'm

currently the manager of the Appal achian Region for Dart Ol
& Gas. | have a Bachelor of Arts and a Bachel or of Science
and Geol ogy for the University of Mnnesota. 1've been in

the industry practicing as a geol ogi st for 31 years.

My prior enployers were Texaco, Inc. | was a co-
owner of Lexco Exploration for 10 years. | worked for
Equi t abl e Resources, and 9 years of that, | was Vice
Presi dent of Exploration. Then |'ve been working for Dart
Ol & Gas. | have work experience in the Gulf Coast in the

I1linois Basin, Cunberland Pl ateau and the Appal achi an Basin.
So, pretty nmuch |I've worked everything in the Eastern United
St at es.

' ma menber of the Anerica Associ ation of

Petrol eum Geol ogists. |I'malso a nenber of the Anerican

183



© 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

Institute of Professional Geologists and | ama certified
prof essional geologist. |[|'ve been a past expert witness to
this Board, the Virginia Gas and G| Board, and to the
Kent ucky Departnment of Mnes and Mnerals, the Gl and Gas
Boar d.

|"mresponsible for interpreting the geology in the
Abbs Valley Field. It was ny concept in the first place that
brought Dart here to drill in the Abbs Valley area. | choose
the well sites and |I'mbasically responsible for the project.

Now, this first slide is a regional nmap of the Abbs
Val l ey area. You can see the Abbs Valley Gas Field
identified right here. This located in the northeastern tip
of Tazewel|l County. This is Tazewell County fromthe
northeastern tip that's where it's located. It's on trend
with Upper Weir Sand Devel opnent fromthe north and it's al so
on trend with Lower Weir, Upper Berea and Lower Berea Sand
Devel opnment fromthe south and southeast. The Upper Weir is
the primary producing formation in this field to the north of
Abbs Vall ey, the Ashland...the Ashland-Clark Gas Field. The
Pilgrims Knob Field to the west in Buchanan County, Virginia
is primarily productive fromthe Berea.

We're going to talk about this type | og next | ust

to the south of the Abbs Valley Gas Field. This is the well
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that | just pointed out, the Consolidated Gas #12642, was a
dry hole, drilled back in 1980. You see here an electric
log. It has got a gamma ray on the left side and density on
the right side. This |log continues on over to here so you
can see it. It surpassed 4600 feet in depth. On a gamma ray
log to the far left side, would be a clean gamma ray,
therefore, like a clean |inestone or a clean sandstone, and
to the far right side would be a very shelly or a very shelly
sandstone or |inestone.

The Upper Weir sand | ocated right here at 4,000
feet in this well approaches very closely the clean side |ike
sone of the Big Line does. That would be considered a cl ean
sandstone. And you can see on the others, the Lower Wir,
the Upper Berea and the Lower Berea are nuch closer to this
shell line on the eastern side. So, they're...they're
consi dered poorly devel oped and very shelly, but stil
present as a...as a identifiable unit.

This is a seismc |line across the Abbs Valley Gas
Field. You can see it's oriented on the northwest to the
sout heast, crosses the structure, and this would be then the
Abbs Valley Gas Field. Big Line in blue, at one point this
end of the Big Line was attached to this end. This is what

we call a thrusted anticline. The Big Line and the
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whol e. . .this whol e section of rock here was pushed up in this
direction. This is a thrust fault and it broke off the
section right here and separated it fromwhere it was
attached down here.

This yellow reflector indicates the Weir Sandstone.
You can see that it's broken off right here, which basically
underlies the Qutcrop edge of the Big Line. | do want to
point out the Qutcrop. This is at the surface. The Big
Li mestone, which in nuch of Virginiais buried at a
significant depth. It does occur at the surface on the Abbs
Valley anticline. This is a northern boundary of it and this
is a southern boundary. Wen we get into describing how the
field is defined, this is an inportant place because that's
where the Weir Sandstone and the Berea Sandstones have been
cut off going to the north.

Al so, you can see the dry hole that we tal ked
about. |It's located right here. It's off the seismc |ine.
This is the #1 Carter, which we drilled on the anticline a
couple of years ago. W drilled it right at the edge of the
outcrop of the Big Line to the south.

This is a structure map drawn on top of the Upper
Weir Sand. That clean sand that | showed you on the dry

hole, which is located right there. A couple of things to
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notice on this structure map. The contour interval on the
north side of this fault. This fault, by the way, is where
the Upper Weir was cut off that | showed you on the seismc
line. The contour interval north of that is a 100 foot
contour. You can see frommnus 1900 to m nus 2000. Contour
interval on the southern side is 500 feet fromO to m nus 500
and mnus a 1000. So a significantly different contour
interval. It indicates this is a nuch, nuch stronger
structural deformation than this one.

Fromthe top of the Dry Fork anticline dow to the
base of this incline, it's about 480 feet in this Ashl and-
Clark gap field. On the Abbs Valley anticline fromthe top
of the anticline down to the dry hole is greater than 2100
feet. So, it's a significantly different size of structure.

This is a much larger structure, therefore, nuch greater
fracturing...fracture enhancenent fromthe greater structure
def ormati on.

The other thing | wanted to point out is
this...this light blue area right here, that's the Qutcrop of
the Big Line that | nentioned earlier on the seismc |ine.
Then as you go away to the south or to the west, that Big
Li me pl unges bel ow the surface and you're droppi ng down the

anti -cline.
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You can al so see the 200 acre grid that we're
proposi ng for the Abbs Valley Gas Field. The four boundaries
of this...of this grid are defined as such. The northern
boundary follows that fault that cuts off the Weir and the
Berea on the anticline that I showed you on the seismc I|ine.

The eastern boundary is the state |ine between Virginia and
West Virginia. The western boundary is at this...just past
this Qutcrop of the Big Line as | nentioned. Big Line is at
the surface...is no longer at the surface. |It's plunging.
So, we know this anticline is plunging to the west. So,
that's why we cut it off there right past the outcrop of the
Big Line. Then to the south, we chose a just up dip of this
dry hole. That's where this |line cane from So, basically
this was defined entirely on structure...the structura
definition of this Abbs Valley Gas Field outline.

BENNY WAMPLER:  Your Carter well is on the west

her e?

TOM O NEILL: The Carter well is right here.

BENNY WAMPLER:  It's right there.

TOM O NEILL: | forgot to nention that this is a

seismc line that we | ooked at.

BENNY WAMPLER:  Ckay.

TOM O NEILL: And the Carter well is actually
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drilled off the line, but it was projected in fromhere to
there. And as | nentioned, it was drilled right on the edge
of the Big Lime Qutcrop to the south.

This is a slide that shows if the wells were
drilled in the center of the grid pattern, just to get you a
fill of what the well spacing would be |like. O course, the
spaci ng we have now is a 1250 foot radius, which would be a
2500 foot offset between wells. Fromcenter to center,
east/west or north/south on these grids, the spacing would be
roughly 2950 feet. Fromdiagonal directions, it would be
about roughly 4175 feet, that's what the spacing would be to
center of grid to center of grid. Now, this can't always be
acconpl i shed for topographic reasons or other things.
Sonetinmes you just need to have a m ni num spacing. This
m ni mum spacing is defined by a well basically in the center
of the grid with the well space...the closest spaci ng would
be on the...it's a 300 foot offset inside this grid boundary
and that's 1775 feet, but for sinplicity we're asking for
1800 feet as the m ni mum spacing. |n conparison, the m ni num
spacing for the Pilgrinms Knob Gas Field was 1750 feet for a
180 acre grid.

JIMKAISER M. Chairman, that's all at this tine

of M. ONeill's testinony. |If you would like to entertain
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questions before we nove on to the next witness, which wl|
be M. Phillips, or if you just want to do it all at the end
of the testinony or however you want to do it.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

JIM MINTYRE: | have a question---.

BENNY WAMPLER: M. Garbhis...excuse ne.

JIM McI NTYRE: The di stance between those w ndows

is that 600 feet and you've got a 300 foot offset shown
on...?

TOM O NEI LL: The di stance between here and here?

JIM McI NTYRE:  Yeah.

TOM O NEI LL: Yes, that will be 600 feet.

JIM McI NTYRE:  Ckay.

BENNY WVAMPLER M. Garbi s.

DENNI S GARBI'S: How did you arrive at the nunber of

200 acre grid spacing? How did you...what was the thought
processes for that?

TOM O NEI'LL: Yeah, we're going to get into that in

great detail. So, if you could...if your question---.

JIM KAl SER.  That woul d probably really---.

TOM O NEI LL: ---not answered then we can ask it

again. But he should be...Dick Hnkley will get into that in
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great detail

DENNI S GARBI S:  Ckay.

BENNY WAMPLER. Ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

JIMKAISER W'd ask...we'd call M. denn

Phillips, who will talk about the work that he did in
surveying the Abbs Valley Gas Field.
GLENN PHILLIPS: I'mdenn Phillips. | live here

i n Abi ngdon. M educational background is | have a B. S. in
Cvil Engineering and Technol ogy fromBluefield State

Coll ege. An Associate degree in Cvil and Mning Tech from
Wt hevill e and Sout hwest Virginia Comunity Colleges. |'m
licensed as a | and surveyor in Virginia, Wst Virginia and
Kentucky. My role in this is was sinply to prepare the
Exhibit A and the | egal description describing the grid.

My experience background is that |I began surveying
in 1968 as an artillery survey specialist inthe U S. Arny
in Vietnam..South Vietnam | canme back and started to
school. | worked off and on. | was a transit man for
Pocahont as Land Corporation, Norfolk Southern's Land Hol di ng
Conpany. In the late '70s, | was a project engineer and

assi stant property nmanager for Cinchfield Coal Conpany. The
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early '80s, | was manager of coal lands for Virginia Iron
Coal and Coke. VP Land Hol di ng Conpany, VICC Land Conpany
and Vice President of the parent conpany VP of land of A & R
Coal. For the last 17 years, |'ve been with ny firm d enn
F. Phillips and Conpany, P. C. W do primarily oil and gas
and coal work. | do a lot of plats for oil and gas and

coal bed net hane wells and sone pipeline work.

G ven the perineters...given the structural
perineters that M. O Neill just discussed, the outline of
the field was pretty well established just by the structure.

My task was to nake an Exhibit A, which | have here, and
wite the legal description that would uniquely identify this
pl ace on the face of the earth. So, we have used State Pl ane
Coor di nat es
...Virginia State Plane Coordi nates, NAD27, South Zone, and
sinply started at that point. There's a gap there just
northeast of the little community of Abbs Valley and foll owed
that...follow the Big Linme and crashed it into the state
line. There was...there's long lines at the state line there
and we had a little bend there so you can see...there's one
short course and then gone southeastern to the southeast |ine
and back to the beginning. Not only do we have the

structural requirenents for putting it here, but it lines up
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very nicely wwth the plane netric features. It lines up very
nicely with the topography.

Let's ook at the next slide. And the outline is
pretty...pretty light. These are the tracts taken fromthe
tax maps and you can see that also...and for the sanme reason,
the properties line up very nicely with the grids. They're
either running with this northeast/southwest trend or they're
perpendicular to it. So, it's a nice, clean efficient |ayout
as far as covering this field.

That's...that's all. That was ny total role was to
make the map and wite the | egal description that's
i ncorporated into the docunents.

JIMKAISER R ght. The map he's tal king about is

Exhibit Ato the application and the |egal descriptionis
included in the application that was filed in this matter.
guess we'll take questions for M. Phillips now.

BENNY WAMPLER: |s there any questions from nenbers

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

BENNY WAMPLER: We'll wait until we hear it all.

Go on to the next w tness.

JI M KAl SER: Qur next witness will be M. Bob

Powell. He's going to...l"mactually going to have a few
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questions for him He's going to talk about the | easehol d
interest wwthin this 8600 acre field and that's what it is,
about 8627 acres, and tal k about our efforts regarding notice

prior to having this hearing today.

BOB POWNELL

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Bob, if you could just briefly go through

your work experience and background for the Board.

A Yes. M nane is Bob Powell from Ki ngsport,
Tennessee. |'ve been a professional |andnman for Dart Gl &
Gas for the past 5 or 6 years. | have 32 years as a

prof essional |andman with 15 years in the Appal achia worki ng
inthis...Virginia and Kentucky areas.

"' mresponsible for the | easing and ri ght- of -way
for Dart Gl & Gas in the Abbs Valley prospect in Tazewell
County, Virginia plus other prospects. | ama nenber of the
Anmerican Associ ation of Professional Landnmen and the

Appal achi an Associ ati on of Professional Landnmen. This has
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been ny project as far as |land work fromthe beginning in
2001.

Q Ckay, Bob, as you know, we were required to
by statute to provide notice to oil and gas owners w thin
this 8600 acre field. How did you go about determ ning those
owner s?

A We checked the Conm ssioner of Revenue's
office in Tazewell County, Virginia and took the list that
they had and coupled it with the grantor records in the
county clerk's office and grantoring each tract to see if it
had been sold in the past 13 2nonths to see if any property
had been sold. The Conm ssioner of Revenue office, it was
good for January the 1st, 2004. So, that's why we went to
the County Clerk's office and ran forward the records
to...you know, to see who m ght be a new owner that wasn't
listed.

Q And | think your title of due diligence
reveal ed roughly 600 different people?

A Yes, it did.

And we noticed these 600 people?

A Yes, we did.
Q And what were our results fromthis notice?
A Qut of 600 notices sent out, we had 50 that
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went uncl ai med and we had 7 where there was no card or packet
returned to our offices.

Q O course you know this, but you didn't
actually do this, nmy office actually published notices, as |
guess the Board probably did also under their statutory
requirenent, in the Bluefield Daily Tel egraph, which woul d
determ ne was the paper of the largest circulation that would
effect this area rather than using the Coal field Express or
the Bristol paper. W thought we'd get better coverage here
as far as publication notice. W have filed the results of
our notice with M. WIlson and his office.

Now, let's talk about...we've got a typo on our
slide here. It actually should be 8627.21, which is
reflected in the application, is the total area of the field
that we're proposing. Bob, can you tal k about what
percentages we' ve obtained leasing on in that...wthin that
8627 and talk a little bit about your continuing efforts and
future plans?

A Yes. We've | eased approximtely 66. 13% of
the acreage in that grid. W have been constantly contacting
| and owners within the grid for the past three or four years
trying to lease nore. |'ve talked to a couple of people

today and we' Il probably get a couple nore | eases after
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t oday, you know, fairly soon. But we're on an ongoing effort

to get to everybody. O course, we start with the |arger
tracts and, you know, the smaller tracts, the 1, 2 or 5 acre
tracts, we don't get to those until we actually wll get
inside our well unit and start to actually drill a well in
one of the...in one of the units. Then we'll contact the
smal ler tracts at that tine.

JIMKAISERR M. Chairman, | don't have anyt hing

further of this witness at this tine. |f the Board has
anyt hi ng- - -.
BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Go on to your...through your

presentati on.

JIMKAISER Al right. Last, our engi neer M.

H nkl ey, Dick, if you' d introduce yourself and, again,
briefly go through your education and your work experience
and then we'll get on to your slides.

RI CHARD HI NKLEY: Again, ny nane is Richard

H nkley. |'mthe nanager of engi neering and operations for
Dart Ol & Gas, and I'malso the District Manager for our

M chigan region. | have a Bachel or of Science degrees in
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geol ogy and civil engineering fromM chigan State University.

|"ve spent 25 of ny 26 years in the oil and gas industry at

Dart Ol & Gas. 1've worked in a variety of engineering and
geol ogic functions of the conpany. |1've been involved in
many...in many of our drilling of our wells, the drilling

operation and the design, the conpletion operation and
design, supervision, and all those sort of things. |[|'ve also
done reserve and econom c evaluations. |'ve specialized in
secondary recovery operations where |'ve designed four water
fl oods and then inplenented those water floods. 1've also
functioned for the conpany as regul atory and environnent al
conpliance manager. | have been before this Board before,
the Virginia Gas and G| Board, and |'ve testified on severa
occasi ons before the supervisor of wells in the State of
Mchigan. 1've also with the State of Mchigan, | worked on
a...wth the Departnent of Environnmental Quality. | was on a
m neral well advisory commttee where they were working on
promul gating rules for mneral wells. 1'malso a nenber of
the Society of Petrol eum Engi neers.

| want to touch...go back a little back on this
particular slide. This is the one that denn tal ked about.
Not only does this grid fit the...the geol ogy and the

orientation for the reservoir, but this particular grid, if
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you will notice, it will take in small tracts that woul d not
be...be a part of the unit if we stayed with the state 2500
foot dianeter well spacing. For exanple, if | drilled a well
right in the center of that particular grid, you can see
there would be many small grids that would not be
incorporated into that circle. W believe that this grid and
the orientation, along with the geol ogy, protects the
correlative rights of the individuals in the area.

"Il go onto...so, ny job here was to try to
answer your question, why we picked the 200 acre grid? So, |
did a couple of different things. | |ooked at offsetting
fields and we | ooked at this Ashland-d ark Gap Field and we
were able to get sone information fromthe atlas of major
Appal achi an Gas plays and we used those perineters fromthat
publication and that cal cul ated a drai nage radius for the
Upper Weir in the Ashland-d ark Gap. Again, this is the
Upper Weir section that Tom tal ked about, the clean sand.

And based on that cal cul ation, we converted it froma radius
to a square. Based on that cal culation, on an average, the
wells in the dark Gap Field are draining the Upper Wir
section at roughly 166 acres.

Then go to the next slide. Then |ook...as Tom

testified, we also have sone Lower Weir and sone Berea Pay.
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We | ooked at the Pilgrinms Knob Gas Field, which is to the
nort hwest of our Abbs Valley Field. In that field, we
noticed that the spacing was set at a 180 acres with a 300
foot offset. So, you know, based on that, that's where we
cane up with a 300 foot offset for our squares and we j ust
determ ned that, at |east a non-fractured reservoir, it
appeared fromthis Board and fromthe testinony supplied that
a 180 acres would drain the Berea, again, in a non-fractured
si tuation.

We then | ooked at...we've run sonme fl ow and
production...and pressure tests in two of our wells. Tom
pointed out the Carter #1 and the Valley Farns #1. W had a
reservoir engineering firmto conduct that data where we did
sone flow testing and neasured pressures. Fromthere, they
were able to generate different production forecasts based on
different well spacings. This curb is cut off in order to
make it so you can actually read it and nake sense of it.

All of these curves actually converge way up at about 2 %
mllion cubic feet per day, but we cut that off. So, al

t hese curves actually run way up there and then drop down and
you can see, here's the 80 acre on is the far left one and
the 640 acre unit is the far right one. Wat this curve

shows, it shows a classic hyperbolic decline, which is very
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indicative of a fractured reservoir. These are the type of
declines that you see. They drop off rapidly and then
flatten out. Then also, as you can see, as the unit size
gets larger, the curves becone flatter

We'll go to the next one. This next curve, since
we' re focusing on 200 acres, this is the 200 acre production
forecast that was on the previous slide. But then we
superinposed on that production data fromtw wells that we
were able to find in the ark Gap Field. And this, again,
we show this just to show the difference between a non-
fractured reservoir versus a fractured reservoir. Again, you
see the hyperbolic decline. 1In the non-fractured reservoir,
you see nore of a linear decline. It starts out at a nuch
lower initial production rate. |t goes out nuch further.
You can notice that the commutative production then in this
fractured reservoir, we're going to get all this production
up through here. This area under the curve represents the
cunul ative production. W get all of that production in a
much...in a much faster tinme period. It |ooks these...in
this particular case, these curves | ook |Iike they intercept
at around 70 to 75 nonths, which is close to 6 years and at
about 50 to 60 ncf.

This is...we just did an analysis of the 200 acre
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grid versus the current state spacing, which is, of course,

again, the 1250 foot radius. |If you convert that into a
square, that's roughly a 143 acres in that grid. [If we
stayed with the state spacing, we would need to drill 60
wells to drain the reservoir. In the 200 acre spaci ng, we

woul d. .. we woul d reduce that by roughly 25% W woul d need
44 wells to do the sane thing. The 16 fewer wells,
obvi ously, prevents waste, would have | ess surface damage and
envi ronnent al inpact by having 25% fewer wells.

We | ooked at sone econom cs and the net present
val ue and what we did with this curve is we normalized it to
640 acres so we were | ooking at an apples and appl es
conparison. In that case, we | ook at these different
well...you got on the horizontal or X axis, you have well
spacing in acres. On the Y axis, you have net present val ue
per acre, that's per 640 acres and it's in thousands of
dollars. So, if you look at this, at 200 acres we're roughly
on a net present value basis, this is roughly $7,000 per
acre. W have a couple of these things that are slightly
hi gher than this, but they are well within the major of error
to make this cal cul ation.

The next slide, we've taken that sane table from

the previous one and put in tabular form You can see that
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the net present value for 200 acres is roughly 4.4 mllion.

At 280 acres, it's roughly a little over 4.6 mllion. The

di f ference between those nunbers is a $150, 000 difference.
That's wwthin 3% Again, any of these...any of these are

bet ween 200 and this 320. Al of these are within about 3%
which is well wthin the margin of error to nmake that

cal cul ation. That cal culation again is based on those
production forecasts that we | ooked at earlier on the
different acres and the production forecast that corresponded
to those acres.

BENNY WAMPLER:  The 417,000, is that what you're

tal king about, the life of the well?

RI CHARD HI NKLEY: No, those production forecasts

that we had in the previous slide. W used those production
forecasts to generate those net present val ues.

BENNY WAMPLER:  Ckay.

JIM KAl SER.  Yeah, they're based on the Ashl and-

Clark wells and the two Dart wells.

RI CHARD HI NKLEY: Right. The next slide, so this a

summary slide. 1'mgoing to paraphrase this. This is
basically what we're asking for, we're asking that
the...establishing the boundaries of the pool as it was set

forth in Exhibit A and designated in the pool underlying such
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| ands. We're designating the |ands described herein as set
forth in Exhibit A as the Abbs Valley Gas Field. W refer to
it as Abbs Valley. W're establishing rules regarding the
nunber of wells that may be drilled per unit. W're
establishing...asking for 200 acres, the nunber of acres to
be included in each of the unit for the production of gas
within Abbs Valley in the formof a square. W're
establishing rules for Abbs Valley regardi ng the shape and
the size of the units. W're establishing the m ni mum wel |
spaci ng of 1800 feet. W're providing that the Virginia Gas
and Q1 Inspector may grant well | ocation exceptions in the
200 acre drilling unit in Abbs Valley provided by the Code.
The next slide. Joining all interest within the drilling
unit established hereby so that each of the owners within the
drilling unit shall share int he production fromthe wells
based on their proportionate share of the acreage that's
within the units. Providing that the wells, these are the
wells that we have currently drilled, but not produced, the
Abbs Valley Farm #1, the Carter #1, the French #1, the
Johnson #1 and the Johnson #2, herein as the state |ine
spacing wells permtted and/or drilled pursuant to the Code.
Be incorporated within the permt units of Abbs Valley.

That the wells therein be |ocated to be approved as properly
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permtted wells to each of the respective drilling units for
t he production of gas. The granting of a |ocation exception
pursuant to the rules for Abbs Vall ey, excuse ne, the Johnson
#1, which is located within the 300 foot boundary in the Abbs
Valley grid. Providing that the order be issued herein to be
effective the date of the hearing and granting other such and
further relief that may be appropriate based upon the

evi dence presented at the hearing.

BENNY WAMPLER:  You' re proposing one well per unit?

RI CHARD HI NKLEY: That's right.

BENNY WAMPLER: 44 units that you're creating here?

Rl CHARD HI NKLEY: That's correct.

BENNY WAMPLER: Are the...all the wells listed in

Valley Farm etc., are they all in a unit currently as we saw
on the previous slide?

RI CHARD HI NKLEY: Right. |If you could back

exactly...we can go back---.

JIM KAl SER:  Actually, the Johnson #2 has been

permtted, but not drilled.

RI CHARD HI NKLEY: Right. W'Il go back to that

slide and point those out again.

JIMKAI'SER.  They are all actually inside the

interior window with the exception of---.
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RI CHARD HI NKLEY: Right. They're with...they're

wi thin that 300 foot boundary as Ji mnentioned except for

t he---.

BENNY WAMPLER. And what are you sayi ng about the
Johnson wel I, Jinf®

JIM KAl SER We---.

RI CHARD HI NKLEY: This well right here is...is
outside...it's not...it's between the grid and the 300 foot
boundary. It does not fit within that enter wi ndow as the

other wells do. This is the well that we've permtted but
not drilled. W've drilled this one and we've drilled these
two wells and then we drilled the John...we actually drilled
this one first. The...we then drilled the Johnson, the

Vall ey Farns and the French we drilled last fall.

JIMKAISER W're asking that the field rule order

grant M. WIlson the right to grant |ocation exceptions in
the permtting process simlar to the other field
rule...field rules...rule orders that we have and also to
grant an exception on the Johnson 1 since it is the one well
of the four that had been drilled that's not in the...doesn't
fit the structural definition of the definition of a field as
we have asked to have it established.

BENNY WAMPLER: Questions from nenbers of the
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Board? M. Garbis.

DENNI S GARBIS: Yes. | noticed on your Ashl and-

Clark Gap drainage area that the average porosity is a 11%
What is the average porosity in this field?

RI CHARD HI NKLEY: | defer that to Tom Do you have

that right off hand?

TOM O NEI LL: Actually, there's a wde variety and

it's part of the reason we define it strictly as structure.
In the 3 wells that we have, we have three significantly
different sand situations and porosity situations. The
Carter #1 has very little sand porosity. It's nostly
fractured siltstone and shell. The Valley Farns has porosity
approachi ng, oh, 20% The #1 Johnson has porosity in order
of 14% But the perneabilities are significantly different
within the different types of sands. The Johnson sands are
very, very dirty. They're the Lower Weir and the Lower
Berea. The Valley Farns was the Upper Weir and then the
Carter was just kind of on the edge of sand deposition, but
it had the fractures to go with it. So, it's...it's not a
consistent thing. Wat's consistent about this area is that
it's a very large structure that kind of defines the
potential there.

DENNI' S GARBI'S: What's the average depth of the
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wel | that you anticipate drilling in this area?

RI CHARD HI NKLEY: Around 3500 feet, possibly 4000

feet.

DENNIS GARBIS: Did you consider directiona
drilling or horizontal drilling?

RI CHARD HI NKLEY: W have at great |ength di scussed
directional drilling. 1In fact, | was at a directiona
drilling school |ast week. So, that's certainly under

consideration with our conpany. Sone of the problens that
we' re concerned about, and naybe Tom wants to touch
base...touch on that a little bit, is the possibility that
this zones nay be busted up a little bit and actually
thrusted. W' ve got these small...potentially small faults
that, you know, that...that splinter off of the main one and
that it's certainly going to have to be well thought out to
be able to define where those reservoirs sit. [It's just not
going to be a situation where we can go down and kick off and
just go out in a certain direction and guarantee that we'll
actually stay within that reservoir.

DENNI S GARBI'S: |s the average thickness...that

used as an exanple here Ashland-d ark, you're stating here 26
feet, do you have...of these three fornmations here, what's

t he average thickness, so we can begin to conpare apples and
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appl es of thenf

TOM O NEILL: Yeah, that's...again, that's hard.

On the Valley Farns, because it has the Upper Weir pay,
that's... that's about what the pay is in the Upper...or in
the Valley Farms. On the Johnson, it's nuch...mnmuch thicker
sands. But, again, it's...it's a very high shell content.
So, the thickness is nuch greater. But, actually, it's a
much poorer well. Then on, of course the Carter there,
there's, you know, just a foot or twp of what you m ght call
you know, sand pay.

Rl CHARD HI NKLEY: So, what we have here is we have

this Berea section down in here. W have the Upper Weir here
and sonmewhere in between with the Carter.

TOM O NEI LL: Right.

DENNI S GARBI'S: Do you anticipate that the

pressures are going to be approximately the sane of, you
know, 500 or 600 pci?
RI CHARD HI NKLEY: It would be....pressure in the

Carter was, if | recall, 602. The pressure in the Valley
Farns is 598. W did not run pressures in the Johnson.

BENNY WAMPLER. M. Phillips, did you prepare the

map that's underlying that identifying...is that identifying

m neral owners?
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GLENN PHI LLIPS: No, sir, that's just the property

owners tax nmaps.

BENNY WAMPLER:  Just property owners, okay.

GLENN PHILLIPS: | nade this exhibit to go al ong

with the | egal description and this certain information was
taken fromthis map. You can see it's on a topographic base.

It was taken fromthe Aut oCAD drawi ng and this power point
slide was nmade. That has...that has the property ownership
strictly fromthe property tax map.

JIM KAI SER.  But the underlying depiction is the

different tracts?

GLENN PHI LLI PS: Yes, sir, those are the tracts.

JIM McI NTYRE: But you have 44 wells...of those 44

wel | s, you have, soneone said 600 | and owners in there?

JIMKAISER Well, to fully devel op the field,

there's 44 squares, 44 200 acre grids.

JIM McINTYRE: Yeah. But those however many peopl e

that own land in there then would...would all...you d split
it by the 44 wells? | nean, all 44 wells would be---7?

JIM KAl SERE  They woul d...they would all receive

their pro-rata share of their acreage within that they own
within---.

JIM McINTYRE: Ri ght.
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JIM KAl SER:  ---each 200 acre square---.

JIM McI NTYRE: Right.

JI' M KAl SER: ---as the wells are drill ed.

BENNY WAMPLER: | f they own the m neral.

JIMKAISER |f they own the mneral, that's

right... well, if they owmn the oil and gas. No coal here.
We're out of the coal fields.

JIM MINTYRE: But your wells on that northern tier

woul d all produce the wells on the southern tiers probably?

JI M KAl SER: | don't know that.

JIMMINIYRE: He said it was in the Big Line zone,

right?
TOM O NEILL: No, the...no. The Big Line is what

outcrops at the surface and actually is water bearing. The
Big Line on the anticline is not considered prospective.
There may be sone as you get down off of the anticline, sone
Big Line litic traps. So...as again, we kind of focus on the
structural aspect because the stratigraphy changes

t hroughout. But...so, again, on the top, you're not going to
find any Big Linme pay. On the flanks, you may. So,
therefore, the out...you know, the Big Line is a significant
producer in Virginia. So, you can get sone significant

upside there. Also, it depends on what package of sand or
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how t hi ckness of a sand package you have. The Johnson #1 is

actually down structural fromthe Valley Farnms #1 and the

Carter #1.

| ess perneabl e.

It has got a lot nore sand. It's nore shelly and

But the gas in place is nmuch higher on the

Johnson 1 than the others. |[It's just going to conme out very

slow y because of the perneability.

m grated or

JIMMINTYRE: Wy is that, because the gas on top

it has been exposed---?

TOM O NEILL: |'msorry, why is what?

JIM McINTYRE: Your Big Line should be a pay...a

bi g pay---.
TOM O NEI LL: Onh, it's because...it's because the

Big Line is at the surface and it's with the fractured |ine

and it's...it's a water bearing formation there. There's an

underground creek at the top of the Valley. So, it's

just...you know,

it has been exposed to water. So, whatever

gas was trapped | ong ago has escaped in the Big Line. But

below the Big Line, you' ve got shells that seal the reservoir

fromthe Weir and the Berea or whatever. So those are

t rapped.

course,

f or

BENNY WAMPLER: | f the Board approves this, of

peopl e here,

it's 44 units, we're not...and |I'msaying this just

it does not necessary...it does not nean

212



© 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

you' Il necessarily drill 44 wells. Wat is your...what is
your reasonable plan drilling say over the next 5 years
nunmber of wells in this area?

TOM O NEILL: Well, for one thing, what we're in

t he processing of doing now, is we're about to shoot sone
seismc to help confirmthis structure. This particular
structure is nore broad to the east and gets nore tight to
the west. But we plan on drilling two wells actually in the
West Virginia side in May, and then we've got 4 nore planned
for this year on the Virginia side, once the field rules are
done, and then we'll probably drill 6 to 10 wells per year is
our plan for the next several years.

BENNY WAMPLER: Do you have field rules in Wst

Virginia?

TOM O NEI LL: No, we do not.

BENNY WAMPLER:  Drilling on the statew de spacing

at this tine?

TOM O NEI'LL: Well, in the shells, we're drilling

basically the sane spacing that we have here. O course, in
West Virginia, there's a |law of capture. But we're...we are
i ncorporating the smaller tracts into voluntary pooling in
West Virginia so that...you know, the correlative rights

i ssue.
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JIM KAISER W' re establishing basically roughly

200 acre units along lease lines since it's early capture.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?

DENNI S GARBI'S: Yes. Wat is the genera

availability of pipeline infrastructure?

TOM O NEILL: W actually just recently bought, two

nmont hs ago, just outside of the Virginia line, a pipeline
t hat connects---.

RI CHARD HI NKLEY: Right at the top of here. It's

right in there sone pl ace.

JIM KAl SER R ght there.

TOM O NEI LL: It connects to Domnion's Gas Field

to the north and the Bluefield gas to the south. W're in
the process...we've already put out bids for sone pipeline to
connect to that line. That's adequate for not |arge vol unes.
Al t hough, there's roomto grow that narket potentially. The
next significant line for us to get the gas out...| nean,
actually part of the reason for the delay in the devel opnent
of the field since we began with Carter a couple of years ago
is about...we have to build up a line of about 25 mles to
tieinto the Colunbia line that takes it into the D.C

market. But this acquisition for this pipeline just east of
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us give us the ability to start producing gas and that's what
we wanted to do, which helps you then be able to drill nore
wel | s and eventually get the volunes high enough to build a
bi gger |ine.

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

guestions or conmments?

BOB WLSON: Yes, sir, |I've had the privilege of

seeing much of this material in the past with the permtting
of the wells and lead up to establishing field rules. From
my prospective, this is an extrenely well thought out field
plan. It's defined entirely by known geology. It's defined
on its southeast side by a dry hole, which pretty nuch

i ndi cates where your limts of production are going to be.
think field rules are extrenely inportant in this part of the
country in order to allow significant | ead way as to where
wells are located. There are groundwater issues here. There
is significant groundwater resources here that they have to
work around in order to get their wells in the ground.
They' ve done an excellent job with doing that up to now.

This field rules gives themthe |ead way to | ocate those

wells in nost opportune situations. |t also guarantees that
every owner within the...whatever grid is defined wll get
paid if that well is drilled within their grid. | know for a

215



© 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

fact there were a nunber of alternative scenarios | ooked at
relative to setting up these grids, none of which were
particularly satisfactory in being inclusive in getting
everybody into a position where they would be paid for wells
drilled. | find it to be a very well|l put together, very well
t hought out plan, which | would support.

BENNY WAMPLER:  Any ot her questions or comments

from nenbers of the Board?

DENNI S GARBI S: M . Chai rman

BENNY WVAMPLER M. Garbi s.

DENNIS GARBIS: M...|l guess ny reaction is |I'm

sonewhat concerned about the size of the spacing. But other
than that, I'd like to hear...we've got a |ot of people here
today. |1'd like to hear what the general public has to say.

BENNY WAMPLER. Do any of you wish to nmake a

comment ?

FRANK HARRI'S: | have a question.

BENNY WAMPLER. | need you to cone down, please.
We have to get everything on the record. |If | could get one

of youto let himsit down near a m crophone and nake sure
he' s pi cked up.
BOB PONELL: Here you go.

BENNY WAMPLER: | f you will, state your nane for
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the record, please.

FRANK HARRI'S: |'m Frank Harris from Hanpton,

Virginia. M question is, how did you establish the nanes of
the wells, like the Carter 1 and 2, the French and the Vall ey
Farns?

TOM O NEI LL: That would be the surface tract that

the original well spot was drilled upon. The Carter #1 was
drilled on the Carter property. Valley Farns was drilled on
the Valley Farms. The French on the French. So, there's
nmore tracts involved, but it's the surface property, the
physi cal | ocation of the wells.

FRANK HARRI'S: So, it's the owner's property, is

that the title of your tracts you' re saying? The owner of
the property is what |'m asking you.

Rl CHARD HI NKLEY: Yes. Yeah, the surface owner.

TOM O NEI'LL: Right, surface owner. R ght.

BENNY WAMPLER:  \Were they put the well.

JIMKAISER: At the actual well bore.

BENNY WAMPLER:  Not necessarily on the tract, you

under st and, but---.

RI CHARD HI NKLEY: Correct.

BENNY WAMPLER:  ---actually where they physically

| ocate the well.
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TOM O NEILL: It's pretty nuch an industry standard

is the way that's done.

FRANK HARRI S: Okay. That's all.

BENNY WAMPLER:  Thank you. O her questions?

DENNI S GARBI S:  Sonebody better say sonething.

JENNY STEVENS: Yeah, | have a couple.

COURT REPORTER:  Your nane, please.

JENNY STEVENS: My nane is Jenny Stevens. | have a

coupl e of questions to the geol ogist. Wen you take the
oil...l nean, the gas, |'msorry...when you take the gas out,
is there any chance of |ike the ground displacing the

si nkhol es?

TOM O NEI'LL: No. Actually, the way the gas is

stored, it...well, as an exanple, a block of concrete would
be a very good gas reservoir. |It's highly porous. These
rocks at subsurface are significantly consolidated such that
it's solid rock. They're very, very tiny pores where this
gas cones out. There will be no effect at all on the surface
internms of any settling or anything like this. This is very
simlar to getting gas out of concrete at 2000 feet. It's
very simlar to that.

JENNY STEVENS: And also, I"'mnot famliar at al

any with gas production, but what environnental inpact would
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the wells nmake and the pipe...I"'mfamliar with pipelines
because where | live in Florida, they just put a big pipeline
across the whole state, and I, you know, am aware of the
dangers of that. But |I'mjust curious of the environnental
hazards. G oundwater was nentioned.

TOM O NEILL: Do you want to touch on that, Dick?

JENNY STEVENS: They do have community water

t hrough there.

RI CHARD HI NKLEY: Really, the biggest inpact is the

actual drilling location itself. W nay take up to a couple
of acres...acre and a half to two acres to actually be able
to nove a drilling rig on. That's well protected. W line
the pit. So, any fluids that cone out of the well at the
time we're drilling are caught in a lined...plastic lined pit
and di sposed of through state regulations. W neet whatever
the state...you know, whatever we get approval to di spose of
that water. These wells don't produce any significant water
to speak of. So, you really don't have a lot of liquid
production fromthese wells. It's just strictly the gas
production. There's really no environnental risk or
groundwater risk with gas production.

BENNY WAMPLER:  Tal k about why...tell her why

that's not a groundwater risk how the well is devel oped.
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RI CHARD HI NKLEY: The...well, | wish | had alittle

drawi ng. But you go...when you drill a well, you drill a
well and we're going to protect the groundwater by drilling a
hol e and then running casing, steel casing, in a cenenting
that casing in the ground that...in the very string that
we'll run will be a surface casing to protect any groundwater
as we go through it. These are air drilled. So, there's no
fluid or anything evading and it's just air drilling as you
drill down through it. You cenent that often and protect it.
In this particular case, we've actually designed a couple of
additional strings that we could run in case we run into any
ot her unusual things because as Tom has pointed out, it's
thrusted, it's faulted. W see sone of these faults as we're
drilling down through them So, we're able to set casing
strings at different intervals. W have, you know, sone
flexibility in doing that to protect, you know, any sort of
groundwat er or surface water that we run this casing through.

JENNY STEVENS: Then | had one nore question about

the surface owner. |If you did a choose a piece of property
todrill, is that a...would you mnd explaining to all of us
the contract? | nean, the type of things and are you bonded?

Are your people bonded? They're not going to cone in there

and go back and go hunting on the weekend or sonething |ike
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that or the kind of things |ike that?

RI CHARD HI NKLEY: Are you tal king about the | ease?

s that what---?

JENNY STEVENS: No, no, the people...like if

(i naudi bl e) that surface owner where you do not have a well
establ i shed, what kind of contract would you have for the
surface owner to protect their |and?

BOB PONELL: Do you want ne to answer that?

TOM O NEILL: Yeah, if you will.

BOB POVNELL: You know, what we do for people that--

BENNY WAMPLER:  State your nanme if you wll just

BOB POVELL: |''m Bob Powell, the | andnan for Dart

Ol & Gas in Appal achian Region. Wat we do, we have
contracts and we're out there and we've been going into the
units, when we decide to drill the well for smaller tracts,
and what we do is for the people we're not going to drill on
those very small tracts, we don't really intend to get on the
| and, we have a non-devel opnent cl ause, which neans that we
can pool in their interest in the gas, but not use the
surface without their witten perm ssion. Before we could

ever cone in and use the surface, we'd have...you know, have
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to get your witten perm ssion and we do this on all the

smal ler tracts. W usually | ease the bigger tracts because
that's the actual...you know, it just nmakes nore sense. Then
as we target in wells, we go to the snmaller tracts and try
and | ease themas we...as we target in where we're going to
drill. But, yes, we have all kinds of clauses of no hunting
and fishing clauses and things |like that.

JENNY STEVENS: Ckay.

BOB PONELL: And really no trespassing w thout your

written perm ssion.

JENNY STEVENS:. kay, thank you.

TOMO NEILL: In fact, | would like to just add one

thing. In terns of actually locating a well, as nmuch as |
like to think geology is an exact science, it isn’t But, you
know, nmoving it at 100 feet or 200 is...you know, is
acceptable. The one thing about this particular grid
spacing, it gives us the ability to be as flexible as the

| and owner...any | and owner as possi bl e because we can
literally nove that well naybe nore than a couple of 100 feet
and still...still get...you know, get to the gas that we need
to and really accomodat e the | andowner.

JENNY STEVENS:. Thank you.

BENNY WAMPLER. Ot her conments or questions? State

222



© 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

your nane, please.

VERONI CA DAUGHERTY: |' m Veroni ca Daugherty. In

reference to the comment that was just nmade, how do you
sel ect where you will be drilling the smaller wells and
select a tract? |In doing so, will you be putting in a
roadway or how i nvolved are these smaller wells?

TOM O NEI LL: Let's | ook at sone of the wells that

we al ready have or sone of the property outlines to just give
you a sense. GCenerally, where the snmaller tracts are | ocated
are right against the road. You can see here, there's a
bunch of small tracts, there's a bunch of small tracts in
here. The problem...sone of them..sone of themare snaller
than an acre even. As Dick nentioned, we m ght need an acre

or two to build a location. W generally try to never drill

a small tract because...l nean, it could be the whole tract
and this is where sonebody is living. | nean, it's not
sonething that you do. Wth a block as big as this, let's

say this particular one has a bunch of small tracts up here,
you know, we're going to be putting the wells back here on
the bigger tracts. You're going to drain that block, is what
we're saying. So, you know, we're not going to focus or

drill a well inthe town [imt or sonething like that. W're

going to be---.
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VERONI CA DAUGHERTY: But you will be putting in a

roadway or---7?

BENNY WAMPLER:  Yeah, tal k about your roads and the

pi pel i nes.

VERONI CA DAUGHERTY: ---lines and that type of

t hi ng?

TOM O NEILL: Well, generally, like for instance,

on the French well we drilled, M. French lives right here,
guess, on the northern part of his property. There's a

bl ackt opped paved road that comes up to the property.
There's a cul -de-sac right there.

VERONI CA DAUGHERTY: Yes, sir, I'mfamliar with

it.

TOM O NEI'LL: Ckay, so then fromthere, we tal ked

to M. French, you know, before we ever said we're going to
put a road on your property. He leased it to us. So,
he...he wanted the gas devel oped. W went and tal ked to him
and said, "You know, we've got get a well up here...up on the
hillside. How do you want us to get there?" He said,

"Well," he said, "just cone straight on through this cul-de-
sac and cone on up here and bend it around."™ So, we
cut...you know, we built hima road that he can use. So,

we're trying to accommodate people's desires. W' re not
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going to go in there and just say, we're going to put a road
right through a garden or, you know, things like that. W're
just not going to do that.

VERONI CA DAUGHERTY: So, you do work with the

property owners?

TOM O NEILL: Absol utely.

VERONI CA DAUGHERTY: | have anot her question too.

JIMKAISER.  Let ne just interrupt you just for a

mnute. As a matter of state regul ation, any additional new

wells that are drilled in this field would have to be

permtted and you'll get notice and anybody whose surface is
di sturbed, or will be disturbed, or is slated to be disturbed
w Il get notice and you have a procedure there if you don't

i ke what we're doi ng where you can object to the permtting
and that sort of thing. So, you're protected in that sense.

VERONI CA DAUGHERTY: | have anot her question. On

the | ease, when you do sign and | ease the right, you know,

for the gas, is...that is for the lifetine of the gas that is
there. Well now, should | decide to sell the property, aml
also selling the rights or can | maintain the rights to that?

JIM KAl SER:  Yeah, you can except and reserve the

oil and gas---.

VERONI CA DAUGHERTY: | can reserve the property?
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JIMKAISER: ---or any estate that you want to when

you sell the property.

VERONI CA DAUGHERTY: Ckay. And nunber three, then

"1l be quiet, what is the procedure now fromthis point for
us to...wll we be getting in the mail the |eases or---?

BOB PONELL: Well, at this point, what...you know,

| don't know how big your tract is or where it's |ocated at
this point, but what we try to do is we try to...any big
tract of, you know, 20 acres or above, we |like to go ahead
and get a lease on it. |If you'll give ne your nane, |'|
definitely get a |lease out to you in the mail or | have
peopl e that actually stay up in Bluefield and work up there,
sonebody...a local fellow and a couple of other guys that
take the | eases and we can get a contract out to you at any
time if you' re interested in | easing.

VERONI CA DAUGHERTY: But you will contact us then?

BOB PONELL: Yes. And what it is, if, say M.

O Neill, picks a grid up there, we have a nunber, say grid 33
and wants to do well unit 33, well, if you're in that well
unit, we'll try to contact everybody in that well unit that

has not |eased at this period and offer thema | ease and give
them an opportunity to...to lease to us before we cone in and

drill a well.
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VERONI CA DAUGHERTY: Do you have a tine line on

t hat about when this should be conpl eted?

TOM O NEILL: Well, we don't...the question was

asked, how many wells we plan on drilling per year? | said,
6 to 10. W're trying to gather nore information. O the 3
wells that we drilled there, there are 3 different wells.

So, we're learning as we're going. That effects the tine
frame. Al so, depending on the pipeline accessibility. You
know, as | nentioned, if we get a |ot of gas, we've got to go
north 20 mles. So, there's a |ot of things involved that
woul d affect the tine frane. But...so within a few years, |
guess, is when we would try to have this thing devel oped.

But it could be a couple years |onger than that.

JIMKAISER  But if you want to | ease right now,

Bob can talk to you as soon as we're done here.

BOB PONELL: |'Ill take your nane.

VERONI CA DAUGHERTY: Al right, thank you.

BENNY WAMPLER:  Thank you.

TOM O NEI LL: Sur e.

BENNY WAMPLER: Ot her questions or coments?

JENNY STEVENS: | just have one. Do | have to cone

down there again?

BENNY WAMPLER.  |'m sorry, yes. W'Ill wait until
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he finishes. Go ahead, sir. State your nane for the record.

ROSCCE MATNEY: |'m Roscoe Matney. | own a postage

stanp size of 15 acres. W have a good well on that, a good
water well, which is sonething really nice in that area. M
gquestion is, wll this water well be checked before you drill
near it for production of water so that we'll know if---7?

RI CHARD HI NKLEY: [|'m not sure exactly what you

mean by checki ng.

JIMKAISER W're required by---.

ROSCOE MATNEY: ---gets 10 gallons a mnute or 9

gallons a mnute? W want to make sure we keep that well in
pr oducti on.

RI CHARD HI NKLEY: W could...we could certainly do

t hat .

ROSCCE MATNEY: W have two---.

JIMKAISER W're required to do it dependi ng on

the distance it is fromthe well

ROSCOE MATNEY: Ch, you're required to do that?

RI CHARD HI NKLEY: Right.

BOB W LSON: Not to that extent.

JIM KAl SER: Huh?

BOB WLSON: Not...you're not required to flow test

it or anything like that.
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JI M KAI SER° No.

BOB WLSON: You're required to test it for

quality.
TOM O NEILL: Water quality.

BOB WLSON: You're required to test it for

quality.
JIM KAl SER:  For quality, correct.

RI CHARD HI NKLEY: | was going to say, we'll

certainly run a chem cal analysis so we can set a baseline as
to what the quality of the water is.

JIMKAISER  And we'll provide that to you

ROSCOE MATNEY: Ckay, and how about flow testing?

Rl CHARD H NKLEY: We could flowtest it. | don't

have a problemw th doi ng that.

ROSCOE MATNEY: W were told it had 9 gallons per

m nute. We have two snmall houses on that area. So, we just
don't want to lose that well. Wthout water, you're hurting.

JI M KAl SER: | understand that.

ROSCOE MATNEY: The next question probably, if you

own mneral...if you have mneral rights on that property,
will we be notified shortly of that so we know what to plan
on.

TOM O NEI LL: |'d have to see where it is. | nmean-
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ROSCOE MATNEY:  Ckay.

TOM O NEI LL: | mean, there...as | nmentioned, we

plan on 4 nore wells this year on the Virginia side. [|'mnot
sure where it's located. But if it's in one of those, it
will be this year, and if not, it could fall into out next
year plans. [I'mjust not sure. But you can get wwth M.
Powel | and he can find out where it is and we can give you a
sense, | guess.

ROSCCE MATNEY:  Ckay.

JIMKAI'SER.  Yeah, let ne try to kind of sumari ze

that again. The plan...the ongoi ng consistent day to day
plan is to try to, no nmatter where they are, |ease to bigger
tracts that aren't currently under |ease within the 8600 acre
field. Then the rest of the | easing would take place on a
unit by unit basis as the wells are pl anned.

ROSCOE MATNEY: Ckay, we did notify the conpany on

the map that we had a water well to nake sure that you knew
we had a good well. | will get with you on that.

BOB PONELL: W have to...yeah, we have to check

all of those within, what a 1000 feet, M. WIson?

BOB WLSON: 750.

JI M KAl SER: 750.
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BOB POVELL: 750 feet.

BENNY WAMPLER:  Thank you, M. WMatney.

JENNY STEVENS: You answered it. He answered it.

BENNY WAMPLER: Ckay. Any ot hers?

DENNIS GARBI'S: | have one | ast question

BENNY WVAMPLER M. Garbi s.

DENNI S GARBI S: On the...l'mconcerned about the

anount of gas left behind. Cbviously, if you |ooked at one
extrene readi ng when you've drilled one well, | nean, it
woul d take you a long tine to get everything out. So, |
noticed...l don't know if you've done any...run any nunbers
or calculations on howlong it's going to take or what would
be the proper spacing to optimze what we're able to get out
in a reasonable length of tine. |In other words, if you went
down to a 150 acre spacing versus the 200, if that...if that
woul d be able to perhaps increase getting 90% and i ncrease
that to nmaybe 95% So, obviously, the greater the spacing

there's concern on ny part how nmuch you're going to | eave

behind. | don't want to | eave anything behind. | want to
get every last bit that we can. |If we can drill a hole,
let's make it worth our while. So, | don't know if you' ve

done any...put any thought into that or what...what routine

you go through to optim ze.
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RI CHARD HI NKLEY: Well, 1'd ask that question. |

think we have put a lot of thought into it. Certainly with
this Upper Weir section, we were able to run those
cal cul ati ons and we believe, based on those cal cul ations,
that if we get a unit that's too small, you can see for
nunber one, that the net present value drops off quiet a bit.
So, the value to everybody, including Dart and all the
royalty owners will drop. The...the...you also have...if you
get the wells too snall, you potentially have interference
between wells. You have conpeting wells then trying
to...you' re tal king about trying to drain everything. Wll,
then you get too small and then you get wells conpeting with
each other to drain everything. That would be a correlative
rights issue then to do that. You al so have additiona
wells...the additional wells cause nore waste and we believe
that based on the information that we have fromthe dark Gap
Field and the Pilgrins Knob order, that we think, again, in a
non-fractured reservoir, we're |ooking at that 160 or 170 or
180 range. As Tom has testified, based on that structure
map, we believe that this reservoir is broken up enough that
we can produce at a greater...at a greater distance away from
that well bore and efficiently drain...that's why we really

pi cked the 200 acres. |It's slightly greater than the 180.
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Based on the structural deformation, we believe we can drain
that. W think---.

DENNI S GARBI S: What were the reserves...did

sonebody do sone cal cul ation of the reserves that are there
for the total 41 units?

Rl CHARD HI NKLEY: Not on the total 41 units. | can

go well by well. The Carter, our projected reserves there
are roughly a bcf. That's based on that flow and pressure
data. The Valley Farns based on that flow and pressure data
are probably in the half a mllion to three-quarter mllion
range. The...we did volunetric cal cul ati ons on the Berea

As Tom pointed out, it's a very thick section. | nean, we' ve
got a couple 100 feet...180 to 200 feet of sands there. But
they're very...they're alnost a...they're filled wth clay.
We run sone x-ray diffraction data on sone of the cuttings
and we know that it's filled with clay. So it certainly
infects the perneability, and while you can cal cul ate that
volunetrically, | think it was several bcf that you can

cal cul ate volunetrically, probably realistically over...a
realistic time frame, you' re not going to produce, you know,
several bcf out of that type of reservoir. |It's too shelly.

TOM O NEI LL: Yeah, it would be

really...realistically less than a half. The initial gage
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would just...not to snmall because of that | ow perm nature of
the reservoir.

Rl CHARD HI NKLEY: What we have not been able to

cal cul ate across that whole grid because of the different
reservoirs, we're not seeing the sanme reservoir in the sane
wel |l bore. So, until we can do our...do our seismc
accusition and interpret the seismc and drill sonme nore
wells to get a better feel of how these...how these different
sand bodies fall, we really can't nmake those cal cul ati ons.

DENNI S GARBIS: | have no further questions, M.

Chai r man.

BENNY WAMPLER:  Any ot her questions?

(Sonmeone speaks out fromthe audi ence.)

BENNY WAMPLER. W need you to cone down, sir.

COURT REPORTER: You need to cone down here, sir.

BENNY WAMPLER.  Cone down. W have to have you

cone down, please. State your nane for the record, please.

GARY HARRIS: M nane is Gary Harris. 1'mfrom
Frees, Virginia. |In total...it was a quick question. In
total, how many wells do you intend to drill this year?

RI CHARD HI NKLEY: Ri ght now on the books we have 4.

GARY HARRI S: 4?

RI CHARD HI NKLEY: But, again, as Tom poi nted out a
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ot of that's going to---.

GARY HARRI' S: (I naudi bl e) our nane then be---.

RI CHARD HI NKLEY: W have not dilated the 4 yet.

VWhat we're waiting on really is this seismc data. W're in
the process of, hopefully, wthin the next three or four
weeks we're going to shoot sone additional seismc |lines and
then it will take another nonth or so or a nonth and a hal f
to interpret those. Then fromthat point, Tomw | pick sone
| ocations, and we'll permt themand then go fromthere. But
we certainly intend to drill, you know, based on our plans

ri ght now--.

GARY HARRI S: At | east 4.

RI CHARD HI NKLEY: ---are 4 wells by the end of this

year.

GARY HARRI S: Ckay, thanks a |ot.

RI CHARD HI NKLEY: |'m going to have to point---.

TOM O NEILL: And | would Iike to add one thing.

That's subject to rig availability al so because what we're

finding, we've got a rig comng in that's going to drill our
first two on the West Virginia side. W wll lose that rig
and there's a lot of people drilling a lot of wells. So,

there's...you know, we're going to be conpeting for the rigs

that are available. But assum ng we can get those rigs back,
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and we think can, the drilling conpanies tell us we can, then
we'll drill 4 nore.

BENNY WAMPLER: You contract for all of that, of

cour se.

TOM O NEILL: That's right.

BENNY WAMPLER: A | ot of people don't understand
t hat .

RI CHARD HI NKLEY: That was one of the reasons why
we had to drill in the fall |ast year because that was when

the rig becane avail abl e again, everybody was using it until
t hen.

BENNY WAMPLER. Ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI M KAl SER: M. Chairman, we'd ask that the

application be approved as submtted.

BENNY WAMPLER. |s there a notion by any Board

menber or further questions?

DENNIS GARBIS: | nove to approve.

BENNY WAMPLER: s there a second?

JI M M| NTYRE: Second.

BENNY WAMPLER.  Mbtion is second. Any further

di scussi on?
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yes.

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

BENNY WAMPLER:  Thank you all for your patience.

JI M KAl SER.  Thank you.

RI CHARD HI NKLEY: Thank you.

BENNY WAMPLER. W appreciate it. You' ve been very

kind to be quiet.

STATE OF VIRG N A

COUNTY OF BUCHANAN, to-wit:

Public for the State of Virginia, do hereby certify that the

|, Sonya Mchelle Brown, Court Reporter and Notary

foregoi ng hearing was recorded by ne on a tape recording

machi ne and | ater transcri bed under ny supervi sion.

G ven under ny hand and seal on this the 11th day

of May, 2005.
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My comm ssi on expires:

NOTARY PUBLI C

August 31, 2009.
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