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BENNY WAMPLER: Good Morning. M nane is Benny

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

M neral s and Energy, and Chairman of the Gas and G| Board.
I’11 ask the Board members to introduce themselves with Mr.
Si non.

JOSE SI MON: Jose Simon and I’'m with Virginia

Natural Gas and I'm the newest member.

PEGGY BARBAR: |' m Peggy Barbar, Dean of

Engi neering at Sout hwest Virginia Conmunity Coll ege.

SHARON PI GEON: I’m Sharon Pigeon with the office

of the Attorney General's office.

DONALD RATLIFF: I’m Donnie Ratliff representing

the coal industry from Wse County.

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: Okay. The first item on today’s

agenda is a petition fromHard Rock Exploration, Inc. for
pooling of conventional gas unit HRVAE #12, PK K-20, docket
nunber VGOB- 05-0920-1502. We’d ask the parties that wish to
address the Board in this matter to cone forward.

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

Jim Kai ser on behalf of Hard Rock Exploration. M wtness,
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Mr. Stephens...twelve we don’t have worked out anyway. We're
still trying to work out some sort of voluntary agreenent

bet ween a couple of other oil and gas | essees that are within
that unit. So, we need to continue that one. Then as a
matter of housekeeping, if we could...if | could refer you to
itemtwenty-one on the docket, which is the last item which
is an additional force pooling application from Hard Rock.
Since he’s my witness and wasn’t able to be here today, I'd
ask that that one be continued to Decenber al so.

BENNY WAMPLER: Okay, that’s docket numbers VGOB-

05-1115-1539 and that will be continued al so.

JI M KAl SER.  Thank you.

BENNY WAMPLER: The next itemon the agenda is a

petition from Melvin Jack Long appealing the decision of the
Director of the Division of Gas and Q| to issue a permt for
coal bed net hane well VC 536078 and this is docket nunber
VGAEOB- 05- 1018-1494. 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. Chairman and Board nenbers, Jim

Kai ser and George Heflin on behalf of Equitable Production
Conpany.

JOHN JENKINS: I’'m John Jenkins. I’'m here on

behalf of Melvin Jack Long. He’s still not able to be here,
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but I’'m here representing himtoday because this was
continued the last tinme because of his health probl ens and

he’s still having problems.

BENNY WAMPLER: What was your nane again?

JOHN JENKI NS: John Jenki ns.

BENNY WAMPLER:  And what is your worKking

relationship with M. Long.

JOHN JENKINS: 1I'm a co-owner of this property with

M. Long and | al so have the docunent to verify that | can...
you know, can represent his behalf here al so today.

BENNY WAMPLER. Do you have that with you?

JOHN JENKI NS: | should have. The Director has a

copy of it, | know.

BENNY WAMPLER. Do you have it?

BOB WLSON: | have a copy of the statenent that

was used for the informal hearing that gives M. Jenkins the
authority to speak for Mr. Long. If you’ll hang on a second
here, I'11 find it for you.

JI'M KAl SER: Yeah, I’'ve got some questions for him

on this whol e i ssue.

BENNY WAMPLER:  Ckay.

JIM KAISER: I think that might be what you’re

| ooki ng for there.
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JOHN JENKINS: Yeah, I’ve got it. I just knowed

he had it.
(Benny Wanpl er confers with Sharon Pi geon.)

BENNY WAMPLER: I can tell you, we’re going to have

some qguestions about your ability to represent, but we’ll go
ahead and get started.

JOHN JENKINS:  Ckay.

BENNY WAMPLER: We’1ll listen to you as the problems

that you have...the objection you have and that M. Long has.

JOHN JENKINS:  Ckay.

BENNY WAMPLER:  And you say...say again...did you

say you are a CcO-owner or coal owner.

JOHN JENKINS: That’s right. I'm a silent partner

in this property of Mr. Long’s. That’s why I’'m here
representing himand in the past. | was the one that went to
the other hearing. He was able to be at the Regional Hearing
in this, but he wasn’t able to be here at the one that was
postponed the last time and he’s not here today.

JIMKAISER M. Chairman, we’re going to object up

front. I mean, he says he’s a co-owner, but he’s not a
record title owner. He’s a silent partner or something,
whatever that means. So, he’s not...he doesn’t have any

statutory right to, as a co-owner of the...as an actual of
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record co-owner of the property to represent him As you
know, there has been a recent opinion issued by the Attorney
General’s office regarding the unauthorized practice of law
before the Virginia Gas and G| Board. So---.

BENNY WAMPLER:  Ckay.

JIMKAISER: ---1I would like...I know you can’t

make notions or anything here, but | would just like to go on
the record as stating that I don’t see any reason to go any
further because Mr. Jenkins doesn’t have any right to
represent Mr. Long’s interest here. He’s not a record owner
of the property and he’s not an attorney.

BENNY WAMPLER: 1’11 let you respond to that.

JOHN JENKINS: | disagree with that because this

docunent gives ne the right to as...as his representati ve.
I'm not an attorney. No, I'm not an attorney. But he give
me the authority since he’s out of this region of the country
to do this. This is why this docunent was...it has been
properly documented and it has been notarized and it’s a

| egal docunent. | do have the right to speak on behal f of

M. Long. | amnot an attorney, but | do have a right to
speak on his behal f because he give ne that authority.

JIM KAl SER Qur position would be that docunent is

fine for the informal hearing before M. WIson on the
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obj ection, the original hearing before M. WIson, the
informal fact finding conference. But it does not pass
muster to allow himto represent before... M. Long before the
Board. I think that’s clear.

BENNY WAMPLER: I typically don’t defer to our

attorney, but in this case we’ve got a clear |egal situation
here. So, | would ask---.

SHARON PI GEON: I'm afraid that that document

doesn’t give you the power to appear before this Board. This
Board is determned to be a legal tribunal. |If you could use
a power of attorney type of docunent, that would be in lieu
of a license to practice law. That’s not allowed. It
did...it did allow you to speak on behalf of himat the

i nformal proceeding, but as M. Kaiser noted, we have had a
recent visitation of this very issue before the Board and it
has been determ ned that only |licensed attorneys nay
represent others. Now, he could have appeared and
represented hinself and that woul d have been appearance pro
se. That’s allowed. Even though that has been visited
recently, that is not a new decision. That is the precedent
that was in place before. It just has been revisited,
however. |If you appear on behalf of soneone el se, you nust

be licensed to practice lawin the State of Virginia or
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appearing pro hac vice, which is another way an attorney can
appear.

JOHN JENKI NS: H s...his health was the reason that

he couldn’t be here the last time and his health is the
reason he’s not here today. His health problems is the

reason he’s not here.

SHARON PI GEON:  Well, then perhaps you could ask

for a continuance of that reason and I don’t know whether the
Board will want to grant---.

JOHN JENKINS: Well, they...the last tine...they

agreed to the continuance the last tine and he is...as us as
| ay people, we have no know edge of this, you know, of what
you’ re talking about because we’re trying to make our
statenent on to this Board why we are objecting to this.

Like I said, we’re not attorneys, but we are people as trying
to do what we need to do to protect our interest. So, under
t hose circunstances, we would ask that you would give us tine
to do this because we don’t have the, you know, expertise.
We’re not attorneys. Undoubtedly, you see that. But we
still have a right as individual owners, even though his
objection is that I’'m not verifying that I’m, you know, in
the Court records in dintwood as a partner in this property.

But in the informal hearing, he told the Director that | had

10
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the authority to represent himin any and all of these
matters, as well as this Equitable Resources, he told them
that as well in the Board neeting. So...that | had, you
know, as a...as a co-owner in this, had a right to speak in
his behalf. But in your case, you’re saying that I don’t
have it because I'm not an attorney. So, in that respect
we’d ask that you...that you all give us enough tine to get
this put together to where we can do it properly because
we’re just lay people, we have no expertise in that.

BENNY WAMPLER: We’l1l continue it. I would like to

hear what you’ve done to work on the location while you’re
her e.

GEORGE HEFLIN  Ckay. We---.

JIMKAISER Can we...is there anyway we can argue

agai nst a conti nuance?

BENNY WAMPLER:  Yeah, you can argue against it.

JIM KAl SER: I mean, they’ve known since...I don’t

know when. ..you know, when this thing was schedul ed. The

i nformal hearing was May the 24th. W continued it | ast
month because he couldn’t be here. That very same week, we
know that Mr. Long was on the property, so he couldn’t been
too il1l1l. He lives in North Carolina. That’s why he’s using

M. Jenkins to represent him because I'm sure it is kind of a

11
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pain for him you know, to commute over here from North
Carolina. But this is just another stalling tactic. But, |
guess, we're between a rock and a hard place now. If he

can’t represent him, then they can’t present their case.

JOHN JENKI NS: Let nme...let ne answer this, if |

coul d.

JI' M KAl SER: You know, M...wait a m nute. M.

Long certainly could have sent a nessage to the Board or

somebody saying he was sick and couldn’t be here.

BENNY WVAMPLER: Wl | - --.

JIM KAISER: I mean, we...you know, we’ve met our

bur den.

BENNY WAMPLER: I mean, we’ll certainly let---.

JIMKAISER We need to drill this well. W need

to go forward.

BENNY WAMPLER: We’1ll certainly let the Board vote

on this matter of continuance before anything el se is said.
But, you know, I’'1ll state my opinion, form the first, we’ve
sat here as a Board and said...as far as | know, and said
legally, you cannot represent Mr. Long. Therefore, I'm not
comfortable saying, we’re going to deny a continuance and go
on with the hearing because that’s...that’s the first time

this body has said...and I'm saying this knowing that I'm

12
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probably have sone influence by saying it before the vote.
But that’s just how I feel about it. That now he’ll leave
here with all the facts on the table and can cone back or not
cone back with legal representation and the Board will be
clear with howit handles it. But having said that, as to a

conti nuance, what say the Board?

DONALD RATLIFF: | nove that we continue it, M.
Chai r man.

BENNY WAMPLER: | have a notion to continue.

JOSE SIMON:  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 a conti nuance.

JOHN JENKINS: Thank you, sir.

BENNY WAMPLER:  Thank you.

JIM KAI SER. When is the next Board hearing, the

15th or the 13th?
BENNY WAMPLER: 13t h.

13
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BOB WLSON: 13th.

BENNY WAMPLER: It will be Decenber the 13th is the

next hearing. It’s continued until December the 13th.
(Bill Harris enters the room)

BENNY WAMPLER: Ckay. The next item on the agenda

is a petition from Tony McC anahan and ot hers appeal i ng the
decision of the Director of the Division of Gas and G| to
issue a permt for conventional well CNR 825404. This is
docket nunmber VGOB-05-1115-1540. We’d ask the parties that
W sh to address the Board in this matter to cone forward at
this time. Good norning.

TONY McCLANAHAN:  Good nor ni ng.

BENNY WAMPLER:  Just go ahead and state your nane

for the record, please.

TONY McCLANAHAN: My nane is Tony S. M anahan.

BENNY WAMPLER: 1I’11 go ahead and get you---.

JIM KAI SER.  JimKai ser and Jason Sti dham and

Robert Marsh on behal f of CNR

JASON STI DHAM Jason Stidham Col unbi a Nat ur al

Resources, Senior Drilling and Production Engi neer.

BENNY WAMPLER: Okay, Mr. McClanahan, we’ll let you

go ahead and tell us your objection.

TONY McCLANAHAN:  Well, | received a letter from

14
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M. WIlson on his decision. 1In that letter, he quoted sone
law fromthe Gas and G| Division. It states that...in that
that the Board cannot make a ruling on inadvertently
affecting the interest in somebody’s part. We have several
peopl e here that ain’t listed that has complained. We...we
don’t know what minerals is there on this piece of property.
You have coal, o0il and salt. There’s several different
minerals that’s involved here. We don’t know what damage
this drilling mght do unless Colunbia can give us a 100%
guarantee that...that they’1ll cover all liabilities for this.

I don’t see how---.

BENNY WAMPLER. W need to get you sworn in if

you’re going to start testifying. Let’s get all of them
sworn in.

(Tony Mcd anahan, Jason Stidham and Robert Marsh
are duly sworn.)

BENNY WAMPLER. Go ahead. Do you affirmthat what

you’ve said before is the truth and nothing but the truth?

TONY McCLANAHAN:  Yes.

BENNY WAMPLER. Ckay. o ahead.

TONY McCLANAHAN: That area is sonmewhat expl ored,

but they could be possibly a |lot of other mnerals there that

this well can effect on this property, resources that is

15
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unknown at this time. I don’t see how that somebody
can...this Board could rule in favor of the gas conpany goi ng
ahead and drilling this wwth this type of liability not

pr ot ect ed.

BENNY WAMPLER: M . Kai ser.

JIMKAISERR M. Md anahan and the other parties

that appealed Mr. Wilson’s decision are co-owners. This is a
conventional well. 1I’11 refer the Board both to Mr. Wilson’s
order denying the objection and the transcript of the hearing
where we expl ai ned the coal seam casing program the string
of coal seam protection casing that we set. There won’t be
any fracturing of the coal seams. Again, it’s a conventional
well. Production will be from beneath any of the coal seans.

I don’t see how in any way, shape or form the drilling of
this conventional well wll damage or harm his coal

TONY McCLANAHAN: We’re not talking about just coal

though in this process. We’re talking about other resources
that’s there, you know, that’s unknown...what’s unknown plus
what that we know that’s there. You have water tables...
several, several aspects to this that can be---.

JIM KAl SERR W al so explained the water string

casing program protection string for water.

TONY McCLANAHAN:  Yeah, but it has already been

16
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proven that---.

JI M KAI SERE W expl ai ned how we tested the water

and if we adversely effected the water, we’d correct it.

TONY M CLANAHAN: Yes, sir, | know that. But

there’s a lot of wells that went dry where...where these gas

wel I s has gone in because they is people crying for water in
Buchanan County right now where the wells have been drill ed.
Unl ess Col unbi a- - -.

BENNY WAMPLER: You don’t own the surface, right?

Do you own the surface? Just the co...you’re a coal owner

and you don’t own the surface?

TONY M CLANAHAN: No, we own surface too.

BENNY WAMPLER. I n the area where the well is being

drill ed?

TONY McCLANAHAN:  Yes.

BENNY WAMPLER.  Are you drilling on his surface?

JI M KAl SER° No.

JASON STI DHAM  No.

BENNY WAMPLER: Let your w tness---.

JIMKAISER: I'm sorry. Jason?

JASON STIDHAM  No, sir.

BENNY WAMPLER. Tell us a little bit about who you

are and what you do.

17
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(No audi bl e response.)

JASON STIDHAM: Like I said, I'm Jason Stidham,

Senior Drilling Engineer and Production Engi neer for Col unbia
Nat ural Resources. R ght now, ny job is to not only stake
the wells, but what roads and supervise the construction,
drilling and completion of all of Columbia’s wells that are
handl ed out of the Prestonsburg Sout hwest Region office.

For this particular well here, | have the permt
application in front of ne. M. Md anahan, we went down and
had the informal hearing, his main concern was doi ng danage
to the coal seans that are in place there.

JIM KAl SERE By how you were fracturing?

JASON STIDHAM Yes. Well, | nean, by...by any

type of neans, you know, that our well would hinder the

recover ability of the coal that’s in place there.

TONY McCLANAHAN:.  Other liabilities was brought up

at that neeting though besides the coal. Was it not, M.
W son?

BOB WLSON: The Board has a transcript...|l think

we all have copies of the transcript here.

TONY M CLANAHAN: On the water and stuff |ike that.

JIM KAl SER Any objection M. Md anahan nade was

fully addressed.

18
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JASON STIDHAM You know, as far as the..as far as

the water, we expl ai ned, you know, statew de requirenents for
us to sanple all water sources within 750 feet of the well
bore...the proposed well bore. W have an in-house policy
that we go a step further and actually go a 1,000 feet out.
If need be and we see it fit, if we go a 1,000 feet away and
can’t find a significant water source, you know, to go ahead
and test prior to construction and drilling, we would go
further than that and we explained that to M. Md anahan,
that we woul d be happy to test his water in any way, shape or
formprior to construction and the actual drilling of the
well and if need be, do a post...a post test as far as the
wat er quality goes and in sense kind of leave it up to him
where we could do not only a quality test, but the quantity
test, if he so desires.

TONY McCLANAHAN:  But this is an unexpl ored area

and it’s not feasible for me to run down there and drill a
5,000 foot well to find out what’s there in the water
reserve. You’re talking surface water that you’re
monitoring. I’'m talking about water that’s in reserve that I
know the water plain for |ike Louisiana and these places cone
fromthis area in the...in the area of 5,000 or 6,000 feet

down, you’ve got reservolirs there.

19
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JASON STIDHAM Well, | nean, there is...there is

underground salt water, you know, that’s in place whether it
be in the rock strata or coal seans. But, you know, the way
we drill our wells, it’s advantageous for us to not only use
the 7 inch internmediate string of the coal protection string,

but we also use it as a salt water protection string. Wen

we drill underneath our internediate string, our intent is to
drill the hole dry. You know, with us having to attenpt
to...or actually physically drilling the hole dry, as far as

damagi ng salt water---

TONY McCLANAHAN:  Well, you...still there may be

reserves on below the level that you’re going to. But when
you frac that ground, it may entail going into them You
don’t know what’s on below that.

JASON STI DHAM But we choose not to drill that.

That’s not what this well 1is for.

TONY McCLANAHAN: Well, you’re choosing to frac it

t hough, which cracks the ground, which may damage that area,
that’s what I'm saying. You’re talking minerals that’s
unexpl ored here and resources.

JASON STI DHAM: We’ve drilled the test well...a

10, 000 foot test well, which is direct offset to this

proposed well, and did not encounter any salt water

20
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formati ons, you know, there fromwhere the well is proposed
to...to that 10,000 foot level. So, | nean, there is
information in the area as far as that goes. But like I

said, | nean, the hydraulic fracturing, if...and we...you
know, we tried to address this there in the actual infornmal
hearing. If...you know, if you go out there and you forma
hydraulic fracture, you know, the way we stinulate wells
today, and this one in particular, we’re doing not only
single stages but, I mean, we’re doing multiple stage work so
that if you had interconnectability fromone rock strata to
another rock strata, we wouldn’t be able to physically
perform our stimulation work like we do. I mean, that’s like
sayi ng you...you know, you performa hydraulic fracture at
5500 feet and it comes to the surface. I mean, that’s
just...that’s not heard of. It just doesn’t happen.

TONY McCLANAHAN:  You have adequate room on the

property that you’re drilling on to drill this well in
another location that it will not effect this heirship
property that you’re bumping up against.

JASON STIDHAM We explained that there also to

you.

TONY McCLANAHAN: | know you did.

JASON STI DHAM  Where...where the physical wel
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bore is placed at itself, it goes through and it has to do
with the...where the original objection cone from to ny

know edge, has to do with the splashdam coal seam In this
spl ashdam coal seam where our well bores are actually
physically placed at, it’s in a mine section of the splashdam
seam, but it’s also in a pillared section of the splashdam
seam So, our---.

TONY McCLANAHAN:  Well, it has been pillared al

the way down that property. So, therefore, you’d have
adequate roomto nove this well, | nean, if you chose to.
know it ain’t cost efficient because this is a level spot

that’s on this strip bench. But yet you have the room to do

t his.

JASON STIDHAM Wl l, the well site is chosen due
to number one, statewide spacing, but also...I mean, you’re
tracki ng that same, you know, surface topography. | nean, we

go out there and try and nmaxim ze---.

TONY McCLANAHAN:  Your costs. | know what you’re
sayi ng.

JASON STIDHAM Well, no, not only that. But, you
know, our drilling programis based on maxi m zi ng our return,

you know, produce gas, not only for the royalty owner, but

for our self. I mean, that’/s---.

22



© 00 N o o b~ w N P

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

)
1

TONY McCLANAHAN: Well, it’s costs, you know, what

you’ re basing it on.

JIMKAISER Let ne...let ne interject here and, |

think, give you a little history. Hopefully, everybody on
the Board has read Mr. Wilson’s decision and maybe even the
transcript, I don’t know. But, hopefully, everybody has at

| east read the decision. There were three sets of objections
to this well. One was the McCl anahan heirs objecting as coa
owners, okay.

TONY McCLANAHAN: We’re also property owners there.

JIMKAISER Well, fine. Then we had a group of

surface owners who objected, but did not do soin atinely
fashion, but they worried about their groundwater. So, even
t hough their objections were dism ssed for failure to file
themin a tinely fashion, we did go through...in the
transcript, you’ll see an elaborate explanation of the water
string casing protection plan. They didn’t appeal. So, they
wer e obviously satisfied.

Then we had an obj ection from Rapoca Energy Conpany
as a coal owner that was, for a lack of a better term a
little bit nore sophisticated and had to do with sone ol d
mines and blah, blah and blah. Well, they’re not here

appeal i ng either.
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Read the decision. I don’t know what else to say.
I mean, it’s a conventional well. We’re not fracing any
coal seans. W have explained and in the permt have
i ncl uded what...what both our coal seam protection plan is
and what the water protection string of casing will be. It
has worked on hundreds and hundreds of wells in Sout hwest
Virginia. We’re not doing anything different.

BENNY WAMPLER: How far below the | owest...the coal

seamthat he owns is the activity occurring?

JIMKAISER: I’'m going to guess about 2500 feet
anyway.

BENNY WAMPLER: I don’t see that in here
specifically. I'm just trying to get at---.

DONALD RATLI FF: There’s four holes.

BENNY WAMPLER: Then I'm going to ask you how

far...how far your frac m ght possibly go up.

JASON STIDHAM  Qur...our coal protection string is

proposed to be set at 2100 feet...about 2150.

JIM KAI'SER: I think he’s asking you what your TD

JASON STIDHAM  TD is 5750.

BENNY WAMPLER:  And your frac design would

penetrate upward, a maxi num of what?
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JIMKAISER: The fracs are horizontal .

BENNY WVAMPLER: Wl | - --.

JASON STIDHAM | nean, usually...it all depends on

the type of rock---.

TONY M CLANAHAN: Mat eri al .

JASON STI DHAM No, the rock strata itself. |

mean, it’s very sophisticated. There’s no way to actually
predict exactly what bedding plain you’re going to frac on.
But in this particular well here the...considering all the
offset wells and what we’ve done there in the area, the

cl osest formation to surface that we can possibly frac is at
3200 feet. You know, we’ve permitted more because, I mean,
when we permit theirs, there’s always chances of picking up
additional gas zones that you don’t see in an offset well
bore. And, you know, we’re required to go ahead and permit
and show as such. So, there is additional zones in there
that have a chance of bearing gas. But there’s significant
i sol ati on between where the deepest coal seans are and any
type of fracturing that we would do. The other thing, | just
wanted to go ahead and explain, we tried to explain this in
the informal hearing there also, as far as

i nterconnectability goes between formations, when we set our

production string four and a half casing and we cenent it in,
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there is a void space between where the cenent tops that
goi ng back to surface sonetines. So, there is not a conplete
cenment columm that would tie back into our 7" casing. If we
were to performan hydraulic fracture, we would notice
interconnectability com ng up the angul ar space between that
four and a half and seven inch pipe before it would ever get
back to surface. | nean, that would be the path of | east
resi stance. So, as far as guaranteeing growth height, |
mean, there is no way you can guarantee growh height. But
we couldn’t perform our work if what Mr. McClanahan was
suggesti ng woul d happen because we physically could not keep
our hydraulic fracture in place.

TONY McCLANAHAN: But you can’t say with assurance

that---.

JASON STIDHAM Yes, | can say with assurance that

it would not affect the coal because it would conme up the
angul ar space before it would cone up through the ground. It
woul d be the path of |east resistance.

TONY McCLANAHAN: But we’re talking other mnerals

here too. There’s other minerals that’s unexplored and stuff
and that’s my interest too. It’s just not based on...on coal
reserve.

BENNY WAMPLER: Questions from nenbers of the
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Boar d?

JOSE SIMON: 1I’ve got a question, Mr. Chairman. Do

you own all those other mnerals or just the coal ?

TONY M CLANAHAN: Yes, we own coal and ninerals on

this property. The coal in sone of properties that we own.
There’s like a 1,000 acres in here that some of the coal has
been | eased, but this section here is a private owned bl ock
of coal between the famly.

JIM KAI SERE  What other mnerals are you tal king

about, M. Md anahan, that m ght be effected by the drilling
of this gas well?

TONY McCLANAHAN: Well, we know that there’s gold

in the coal. There’s possibly diamonds, emeralds. There’s a
enuner abl e anount of things that can be explored there
because it is on a fault line. |If you study the history of
your eneralds and stuff like that, they...they lay where this
ground is faulted up. This fellowin North Carolina, that’s
what he hunted for and is mning eneralds right now on his
property. That’s what I say, you don’t...you really don’t
know, you know, until it’s explored.

JOSE SI MON: | have anot her question. Has any of

t hat been found on any properties around here?

TONY McCLANAHAN:  They know that the coal...the
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coal contains so nmuch gold because United done a study when
wor ked for them down there on the feasibility of taking the
gold out of the coal, which was in...inconsistent with their
production of the coal because it would have sl owed the coa
process down. But, yes, they are known to be gold in...in
coal .

JIMKAISER: Again, let ne remnd you, this is a

conventional well and no coal seans are going to be fraced.
There will be no damage to his coal. Rem nd you again, for
some of you new Board members, there’s even testimony on
record in Bob Wilson’s office from a prior hearing several
years ago froman applicant before the Board, that even in a
coal bed net hane well when you frac the coal that it doesn’t
damage the coal, okay?

TONY McCLANAHAN: But you’re dwelling just on coal.

But I'm saying there’s other minerals there.

JI M KAl SER: You said the other mnerals were in

the coal, didn’t you?

TONY McCLANAHAN:  Sone of themis in the coal, yes.

The gold is in the coal. They done...they done know t hat.
But there could be other mnerals there that could be
destroyed by this...this well. Unless Colunbia can give us a

written guarantee that they’ll protect our interest in this,
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I don’t see how the Board can go ahead and approve this well.

JASON STI DHAM: There’s just one thing, I guess, I

want to address. As far as when you actually frac a coal bed
or a coal seam, you’re fracing it to degas the coal whether
it be to facilitate mning or just the recover the actual

coal bed net hane there, you physically do not change the coa
itself. You don’t turn it...you don’t turn it...you don’t
turn...when you perform a hydraulic fracture, you don’t turn
coal ---.

TONY McCLANAHAN: But if you can’t recover that

coal because of the frac, it has damaged the top and the

bottom --.

JASON STI DHAM  But---.

TONY McCLANAHAN:  ---to where you can’t recover 1it,
then you’ve lost...lost money.

JASON STI DHAM: That’s...that’s not the case
because...| nean, when you nonitor CNXs | ongwal |l m ning

operations, you know, they physically go out there and drill
coal bed wells ahead of the longwall mne to degas the coal to
make it a safer operation and then cone back through and m ne
t hrough those existing coal bed wells. So---.

TONY McCLANAHAN:  Ri ght.

JASON STI DHAM ---1t doesn’t...it doesn’t hurt the
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mining. It’s...the coal is still recovered. It’s just
recovered in a safer manner.

TONY McCLANAHAN:  For a shaft mine, | would agree.

But if this is a conventional mne, it nmay hurt because they
have not got the equipnent to put in this mne---.

JI M KAl SER: We’re getting way off track here.

TONY M CLANAHAN: ---to...tomne it with

feasibility. Do you know what I'm saying?

JASON STI DHAM: I understand. I mean, there’s

different practices of mning.

TONY McCLANAHAN:  Yeah.

JASON STI DHAM: But it’s all in...Robert could talk
on that. I mean, there’s different recovery methods, but
t he actual physical taking the coal out of the ground is

still the sane.

BENNY WAMPLER: T don’t think we need anynore

testinony on that. | think we have before us what we can
consider. Any other questions from nenbers of the Board?

BILL HARRIS: M. Chairman, let ne just ask---.

BENNY WVAMPLER® M. Harris.

BILL HARRIS: ---one...I’'m Bill Harris, a public

menber from Wse County. Let nme ask about the strings that

you drill. Have you all had sone experiences in the past
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where those things have fractured and had problens, and if
so, what...what happens if that’s the case, because you’re
talking two...two lines, right, a four and a half and then a
seven?

JASON STI DHAM  Yeah.

BILL HARRI S: So, there’s...so, there’s a space

bet ween those. So, when you did your fracture, is that done
at the bottomor is it done m dway---?

JASON STI DHAM  Yes.

BILL HARRI S: 1It’s done at the bottom?

JASON STI DHAM  When you. ..when you...when you

drill a well, you know, you drill to a certain depth and
that’s the lowest formation that you want to produce gas
from

BILL HARRI'S:  Ckay.

JASON STI DHAM  And when you performa hydraulic

fraction, you work your way from bottomup. So, you start at
the deepest seamfirst and then work your way on up. You
know, in order to physically...like when you drill the well
you’1ll have...what we do is we have a six and three-
eights...six and a quarter inch hole that you run four and a
hal f casing down in and you cenent that up in to cover your

upper nost gas seam - - .
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BILL HARRI'S: Wen you say cenent, you nean a round

of casing?

JASON STI DHAM: That’s correct. Yeah, you pump it

down t hrough the m ddl e and then back up the outside.

BILL HARRI S: Ckay.

JASON STI DHAM  Before you coul d ever perform any

type of fracture, you would have to have cenent coverage to
i sol ate where you want to---.

BILL HARRI'S: That would prevent things from com ng

up...back up your...on the outer side of your string, okay.

JASON STIDHAM And |like | say, | nmean, you know,

if...if that were to happen, you know, and it would work its
way up...that’s what I tried to explain, we would actually
physically see that on the surface and it would cone up our
angul ar space before it would ever works its way up to the
gr ound.

BILL HARRI'S: Angul ar space, explain that again.

JASON STI DHAM  The space between the---.

BILL HARRI S: In middle...that’s what you’re

calling it, the space in between those---.

JASON STI DHAM  Yeah, the space between the four

and a half inch casing and the seven inch casing.

BILL HARRI'S: Now, have you had rupture problens in
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the past? I’'m sure that this isn’t a 100% perfect. But do

you have any kind of...l nmean, what kind of problens have you
seen in the past that may effect---?

JASON STIDHAM | nmean, there has been tines where
you’ve had---.

BILL HARRIS: | nean, blowouts of---.

JASON STI DHAM: We’ve had cement jobs fail. Like I
said, you know, you physically control that at the surface
then if it does...if that pressure rel ease does cone up to
surface, it’s handled in a controlled manner, blowing it down

and getting rid of the...you know, the pressure fromthe

hydraulic fracture itself.

BENNY WAMPLER:  Your ownership is in the spl ashdam
sean®

TONY McCLANAHAN: I n all seans.

BENNY WAMPLER:  Al'l seans?

TONY McCLANAHAN:  Yeah, we own all the m neral.

DONALD RATLI FF: Down to the raven?

TONY McCLANAHAN: Al the way down to the m ddl e of
the earth or wherever it goes to. Al mmneral on the

property on that specific tract, you know, because we’ve got
several tracts in...in that area. 1I’'d like to thank the

Board for listening to ne. | appreciate it.
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BENNY WAMPLER:  Any ot her questions from nenbers of

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

BENNY WAMPLER: s there a notion?

DONALD RATLI FF: M. Chairman, | nove that we

confirmthe decision of the Director.

BENNY WAMPLER: Do | have a second?

PEGGY BARBAR: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

BENNY WAMPLER: You have approval. The Director’s

decision is upheld. That is appealable in Crcuit Court.

TONY McCLANAHAN: Okay, we’ll be appealing it.

BENNY WAMPLER:  Thank you.

TONY McCLANAHAN:  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 AZ-138, docket nunber VGOB-05-1115-1523. We’d

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

BOB W LSON: M. Chairman... M. Chairnman.

BENNY WAMPLER: M. WIson.

BOB W LSON: For the record, this docket nunber

shoul d actually be 05-1115-1523. W inadvertently gave out

t he incorrect docket nunmber on that. However, the notice

requi renents and everything are net without the...l think we

can just admnistratively change that docket nunber. It wll

be filed as 1523. The 1524 nunber had al ready been used.
BENNY WAMPLER:  Thank you. 1522.

BOB WLSON: I’'m sorry, 1522, yes.

MARK SWARTZ: Mark Swartz and Les Arrington.

need you folks to state your nane for the record, please.

BARBARA PAULEY: 1I’'m Barbara Pauley.

GLEN TAYLOR d en Tayl or.

BENNY WAMPLER: The way we do it is we’ll have them

to present their case and then we’ll give you an opportunity
to ask any questions you have and nmake any statenents you
have. M. Swartz, you may proceed.

MARK SWARTZ: | need to get M. Arrington sworn

her e.
(Barbara Paul ey, den Taylor and Leslie K

Arrington is duly sworn.)
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LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR. SWARTZ:

Q Les, you need to state your nanme for us.
A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany.

Q What do you do for then?

A Manager of environnental and permtti ng.

Q Did you either prepare all of the notices of
hearing and application and related exhibits with regard to
the hearings on the docket for CNX today or have them
prepared under your direction?

A Yes, | did.

Q And did you sign all of the notices and all

of the applications?

A Yes, | did.

Q And in each case, who’s the applicant?

A CNX Gas Conpany.

Q And in each case where there’s a designated
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operator being requested, who is it that CNX is requesting be
t he designated---7?

A CNX Gas.

Q Ckay. |Is CNX Gas Conpany a limted

[iability conpany?

A Yes.

Q And is it a Virginia Limted Liability
Conpany?

A Yes.

Q Is it an indirect subsidiary of Consol

Energy, Inc.?

A Yes.

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

A Yes.

Q Ckay. Does CNX have a bl anket bond on file
with DMME and is it registered with the DMVE?

A Yes, it is.

Q Wth regard to AZ-138, what did you do to
notify people that there would be hearing today?

A It was nmailed by certified mail return
recei pt requested on Cctober the 14th, 2005 and published in
the Bluefield Daily Tel egraph on Cctober the 21st, 2005.
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Q And h

ave you filed today wwth M. WI son

proofs in regard to mailing and publication?

A Yes,

we have.

Q And when you published what...what got

publ i shed in the paper
A The n

Q Okay.

(1 naudi bl e) basically?

A Yes.
Ckay.
A Yes.
Q - - - W
A Yes,
change.
Q Ckay.

and 6 and you’ve got t
A Yes.
Q Ckay.

repeat what M. said,

A Yes.

Q Ckay.
t oday?

A No.

otice and the attached | ocation nap.

The big map that’s part of the

There are sonme revised exhibits---?

th regard to AZ-138?

and that reflects the V@B nunber

So, the only revision really are 4,

he numbers straightened out?

And the nunber just changed, to

from22 to 23, the last two digits?

Do you want to add any respondents

38



© 00 N o o b~ w N P

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

)
1

Q Do you want to dism ss any?
A No.
Q Ckay. Have you indicated the interest that

CNX has acquired in Exhibit A page two?

A. Yes, we have.
Q And what...what interest has CNX acquired?
A 83.793% of the coal, o0il and gas owner’s

claim to coalbed methane. We’re seeking to pool 16.2070% of
the coal, o0il and gas owner’s claim to coalbed methane.
Q Ckay. And with regard to this unit, in
particular this is a Mddle R dge unit?
Yes, it is.
It has how nmany acres?
58. 74.
And how many wel |l s are you proposi ng?
One.
And what kind of well is that going to be?
Coal bed net hane wel | .
And is it going to fraced or unfraced?

Yes, fraced.

o >» O » O » O > O »F

Ckay. And is it going to be |ocated inside
or outside the w ndow?

A Wt hi n.
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Q
A

Q

Ckay. And the plat reflects that?
Yes.

Ckay. Have you provided a cost estimate

with regard to this well?

A
of 2,624 feet.
Q

o > O »

i ssues?

> O >

Q
conflicts escrow
A
Q
t hose?

A
Q

Yes, We have. 1It’s $245,637.51 to a depth

Has this well been permtted yet?

No, I don’t think so.

Ckay. Are there sone escrow requirenments?
Yes, it is.

Ckay. Do you have sone addresses unknown

| believe we do.

And are those in Tracts 3, 4, 5 and 67
Yes.

And then there’s just some traditional
requi renent s?

In---.

And you filed an Exhibit Ewth regard to

Yes.

And what tracts would the traditiona

conflicts pertain to?
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A 2A, 2B and 2C

Q Ckay. And there is no Exhibit EE, which
woul d indicate that, at least at this point, there are no
split agreenents?

A I'm not sure. I believe...yes, there is a
EE.

Q Oh, there is. GOkay. Wat are the tracts
that affects?

A Tract 1.

Q And are you requesting that in the event
that the Board pool this unit, that the designated operator
be authorized to pay the fol ks who have split agreenents
directly rather than escrowi ng funds and to nake paynents
consistent with their...with the terns of their split
agr eenent ?

A Yes, we woul d.

Q Ckay. Is it your opinion that the
devel opnent plan, which is to devel op coal bed nethane in and
under this unit, which is disclosed by the exhibits and
di scussed to sone extent today in your testinony, that that’s
a reasonabl e plan to devel op coal bed nethane in and under
unit AZ-138?

A. Yes, it is.
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Q And is it your further testinony that, in
your opinion, if you conbine the |easing activities, which
you’ve been able to lease more than 80% of the claimants and
owners in this unit, with a Board order pooling roughly 16%
of the owners, that those two things would serve to protect
the correlative rights of all owners and cl ai mants?

A Yes, it will.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)
BENNY WAMPLER: Okay, we’ll hear from you folks.
GLEN TAYLOR: What...what really I don’t
understand, I'm a very small shareowner in 3, 4,5 and 6. I

don’t really understand the pooling exactly. I would |ike
that explained to ne.

(Sharon Pi geon confers with Benny Wanpl er.)

BENNY WAMPLER: M. Swartz, do you want to discuss

that since you’re applying?

MARK SWARTZ: There’s a Virginia law that was

passed in 1990 that all ows people who want to develop their
gas to come before this Board and say, “we want to develop

our gas, but we can’t get everybody to agree. We would like
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to go ahead and devel op the gas for everybody wi th your
permission.” Basically, what you’re seeing here is we’ve got
| eases from al nost 84% of the owners and there are about 16%
of the people that, for whatever reason, we don’t have an
agreenent from Sonetines people will say, you know, go
ahead and drill the well. We just don’t want to sign a
lease. So, they’re not really against it. They just haven’t
entered into an agreement. So, I don’t know what the...you
know, what this 16% has in mind. But what we’re asking the
Board to do is we’re coming to them and saying, “look, 84% of
the people in this unit want to go ahead and drill this well
and get sone noney out of it and 16% for whatever reason,

haven’t joined in that request.”

GLEN TAYLOR Ckay. Right there.

BARBARA PAULEY: That’s what to---.

GLEN TAYLOR  Cet the noney out of it.

MARK SWARTZ: Say what ?

GLEN TAYLOR: You said, “Get the money out of it.”

MARK SWARTZ: Ri ght .

GLEN TAYLOR: Right.

MARK SWARTZ: Wy else would you drill the well?

GLEN TAYLOR: Well, that’s right. I understand

t hat .
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because |

MARK SWARTZ: Yeabh.

GLEN TAYLOR: I'm not...I’'m not against you.

MARK SWARTZ: (Ckay.

GLEN TAYLOR: | just wanted it explained to ne

have never been faced in this kind of a situation.

MARK SWARTZ: \WWere...where are you on the Exhibit

E? Can you find that for ne? G ve ne the page nunber.

is where..

heirs and

you here.

GLEN TAYLOR: I'm in the P. J. Brown heirs.

BARBARA PAULEY: This---.

GLEN TAYLOR: We’re number 4.

MARK SWARTZ: Well, actually, what I'm looking for

.where are your nanes in this---?

BARBARA PAULEY: Ckay. W are---.

MARK SWARTZ: ---...in this list here?

BARBARA PAULEY: ---under the Hannah A. Tayl or

it should be right after the...I’11 find that for
Where’s your...?

MARK SWARTZ: Oh, here you go.

BARBARA PAULEY: Ckay.

MARK SWARTZ: You guys are in here?

GLEN TAYLOR  Uh- huh, right.

BARBARA PAULEY:  Un- huh.

MARK SWARTZ: And you are---7?
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BARBARA PAULEY: He is Glen Taylor and I’'m Barbara

Paul ey.
MARK SWARTZ: Okay. So, you’re X-1 and X-2?
BARBARA PAULEY: 2, right. And we’re--.
MARK SWARTZ: Now, you have this...this indicates
to me that you guys have an interest in Tract 3. | think

you’ve got the same interest probably in a couple of tracts.
But you’ve got an interest in Tract 3, which is a 1.56 acre
tract. So, you need to |look at---.

BARBARA PAULEY: Interest in---.

MARK SWARTZ: You need to start...Tract 3 is 1.56

acres. Now, if you look at the map, okay...don’t lose that

page.
BARBARA PAULEY: (kay.
MARK SWARTZ: Keep your finger in there.
BARBARA PAULEY: | got ny finger in there.
MARK SWARTZ: We’re going to come back to that.
Now, if you |ook at the map, the tract is really bigger than

1.56 acres. We’re only interested in the part of it that’s
inthe unit. This copying on both sides gets ne all confused
here. Okay, here’s Tract 3. There must have been a

partition estate or sonething to line everything up |ike

this, I'm thinking. But here’s Tract 3.
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GLEN TAYLOR: ©No, I don’t think so. I mean, not

the way you draw with your pencil, no crossways there. They
run---.

MARK SWARTZ: Well, the tracts all go this way.

GLEN TAYLOR R ght.

BARBARA PAULEY:  Unh- huh.

GLEN TAYLOR: That was the way the | and was

purchased in early 1900s.
MARK SWARTZ: (Okay, okay. And if you |look at Tract

3, you can see that only a little bit of it is in this---.

GLEN TAYLOR  Right, | understand.

MARK SWARTZ: ---unit, okay? That’s where the 1.56

acres come from. They measured what’s in there, okay?

GLEN TAYLOR:  Unh- huh.

MARK SWARTZ: And this is a 58.74 acre unit. So,

to figure out your percentage, you would stick 1.56 over the
top of 58.74 and they’ve done the math.

GLEN TAYLOR:  Un- huh.

BARBARA PAULEY:  Un- huh.

MARK SWARTZ: And if you get...if we cone to your

name now, that’s where these percentages start. But you’ve
got a further problem that you’ve got an undivided interest.

That you own a piece of this wth other people. There’s
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title work saying that you’ve got...each got a 1/54th.

GLEN TAYLOR:  Uh- huh.

MARK SWARTZ: So, you woul d take the percentage
that | just gave you and you take, you know, 1/54th of that,
and I'm sure that they’ve done the math here and goOt, you
know, down to this little bitty number here. But you’re in a
number of tracts, you know. Now, what happens is that’s the
last column here...that’s your interest in this unit, okay?
Now, you may have...they’re showing this is coal.

BARBARA PAULEY: W al so have the...the gas is back
her e.

MARK SWARTZ: (Okay. So, you have what---?

BARBARA PAULEY: W have a fee interest.

MARK SWARTZ: So, then you would...if there’s money
comng out of this unit, it would be paid directly to you.

We wouldn’t have t O escrow.

BARBARA PAULEY: (Ckay. That was---.

MARK SWARTZ: |If you had sonebody el se owni ng oi

and gas in Tract 3 and you own coal, the noney would go to
the Board escrow’s agent until you guys either work that out
or sued each other or sonething. But since you have fee in
the mnerals, you would get the checks directly.

GLEN TAYLOR:  Ckay.
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BARBARA PAULEY: That was...that was our

guestion---.

GLEN TAYLOR  That was the question.

BARBARA PAULEY: ---because we have been tied up

for ever prior to our mother’s death and following her death
in noney in this sanme thing that had gotten pooled and it has
been a royal pain.

MARK SWARTZ: On other tracts or sonmething or---?

BARBARA PAULEY: Yes.

GLEN TAYLOR  Yes.

MARK SWARTZ: ---sonewhere el se?

GLEN TAYLOR: Different...in a different |ocation.

BARBARA PAULEY: Different | ocation.

MARK SWARTZ: (Okay. Now, you need to do one nore

bit of math here, | need to warn you.

BARBARA PAULEY: Ckay.

MARK SWARTZ: This percentage is your interest in

the unit, which is kind of the calculation that | was show ng
you. Take how much acres you’ve got and put it over the
total and you take your undivided interest and you do the
mat h and you cone up with the percentage. The royalty that
gets paid, if you don’t sign a lease, normally what this

Board would...and I just realized I didn’t offer testimony on
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that, so | need to reopen the testinony. Normally, when this
Board enters a pooling order, that will save...if you don’t
agree to a lease, there’s a 12 1/2% royalty, which is
traditional, okay? There is a description in their orders as
to how that gets...that gets figured out. | nmean, what do
you...the gas gets sold, but you’ve got to get it somewhere.
So, you nake sone deductions and you get a price and you
take it times 12 1/2% and that’s what the royalty owners get.
So, you get this piece times the 12 1/2%, okay? So, there’s

a further calculation to really get to what your percentage

iS.

GLEN TAYLOR:  Uh- huh.

BARBARA PAULEY:  Un- huh.

GLEN TAYLOR The 12 1/2%is for the whol e group of
heirs.

MARK SWARTZ: For heir...well, actually, it’s for a

100% of the people.
BARBARA PAULEY: A 100%

MARK SWARTZ: It would be...the 12 1/2% gets split

bet ween everybody who has got a tract.

GLEN TAYLOR Divided, right?

MARK SWARTZ: And gets divided up.

GLEN TAYLOR: | understand that.
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MARK SWARTZ: So...and their...now, sone people

aren’t listed in this Exhibit Three because this only lists
the people that we don’t have a lease from. So, there’s a
much bi gger | ease, you know.

GLEN TAYLOR:  Un- huh.

BARBARA PAULEY:  Un- huh.

MARK SWARTZ: But that’s how you would figure it

out. Now, the only other thing | need to tell you is there
is an opportunity, and this under the statute...so, the Board
has to do this at the end of the day, you know, if they pool
this unit. You could...you could agree to becone a partner
inthis well and the way you would do that is you would...you
woul d take this .0492 nunber and then you would go to the
next...the next tract, because I’'m sure that there’s the
Same...here you are again. Here it’s .0817 and you would

t ake those nunbers tines the well cost, which is
240...%$245,00 and that would give you a dollar figure. You
could wite to the operator and say, we want to be a partner
in this well and here’s our check. Now, it would be a pretty
small amount of money, but you’ll have that option, or you
can just do nothing, you know, and you’ll...you’ll, in
effect, have a | ease and a piece of the 12 1/2% or you can

talk to themafter today, | know you were talking to Les
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earlier, you know, and you could enter into a |l ease with
them. So, you’ve got some options. You don’t really have to
make a decision today. But in this particular unit, | wll
be honest with you, | mean, your interests are tiny. Ckay,
so, | mean, I...it’s...you know, I’m not sure you could buy
lunch. But nowin other---.

BARBARA PAULEY: More than what we’ve got.

MARK SWARTZ: ---...in other units, you m ght have

nore of an interest than it could be sone...you know, sone
serious noney. But the sane rules would apply for coal bed
met hane everywhere. So, if you had, you know, eight acres in
a unit, you have 10% of that 12 1/2% which m ght be
sonet hi ng.

GLEN TAYLOR  Yeah, right.

MARK SWARTZ: But just guessing, you know, I'm

t hi nking the one to the south...how big is your Tract 3 with
all the acres init? Do you know?

GLEN TAYLOR: 1It’s 7 or 8 acres. They’re all in

t he sanme range.

BARBARA PAULEY: They’re all on that---.

MARK SWARTZ: (Ckay.

GLEN TAYLOR: Less than 10 acres.

BARBARA PAULEY: They’re less than 10 acres, I
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1 think each of them are.

2 MARK SWARTZ: Okay. Well, if you get into one

3 south of this unit, you’re going to have a much bigger
4 interest. But you still have that 1/54th interest, which is
5 a problem

6 BARBARA PAULEY: Ckay.

7 MARK SWARTZ: But that’s...you know, that’s how you

8 do the nmth.

9 GLEN TAYLOR  That brings on another question.

10 What happens---7?
11 BARBARA PAULEY: (I naudi ble).

12 GLEN TAYLOR: This line that you’ve got drawed

13 around this map that’s on the paper may...maybe---7?

14 MARK SWARTZ: Do you nean the big---?

15 BARBARA PAULEY: This.

16 GLEN TAYLOR: ---o0n survey.

17 MARK SWARTZ: Right.

18 GLEN TAYLOR: But it don’t go underground. It

19 don’t divide this pooled gas from where you’re drilling from

20 the balance that’s left.

21 MARK SWARTZ: W11, it’s...actually, it’s---.

22 GLEN TAYLOR  What happens to that?

23 MARK SWARTZ: These lines are drawn all over the
24
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county. Let’s look at this map. Okay, up above here, these
are Oakwood units. They’re 80 acre units. Down here
are...I’m assuming this Middl e Ri dge, are Mddle R dge units,
whi ch generally are 58 acres. So, these...you know, the idea
is there’s going to be a well in everyone of these units.
Pretty nmuch there gets to be a well in everyone of these
units. So, everybody is getting their share of these
squares. | nean, this is not a title map or sonething. You
wouldn’t find this at the deed office, you know. But this
Board drew these grids over 100s of 1000s of acres out here.

The idea is that they’1ll be at least one well in each of

t hose.
BARBARA PAULEY: Each one of those.
GLEN TAYLOR: 1In the square you’ve got on that?
MARK SWARTZ: Yeah, each one of these squares.
Well, there’s...there’s a bunch of squares. I mean, this

happens to be the one we’re talking about. But there’s 100s
and 1000s of squares, you know. | nean, the Oakwood Field
alone is over 100,000 acres. I don’t know---.

BARBARA PAULEY: Well, it’s not they are opposed to

it. It’s just that we don’t understand and we thought this
was an opportunity for us to get sone insight into what we’re

i nto.
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GLEN TAYLOR: Take everybody else’s time up.

MARK SWARTZ: Well, you would have gotten a nuch

better explanation fromthat woman in the blue suit. But
sonme reason---.

BARBARA PAULEY: Okay. See we didn’t know where

she was avail able. W may yet contact her.

MARK SWARTZ: But that, you know, generally how

wor ks.

GLEN TAYLOR:  Ckay.

MARK SWARTZ: And, you know, | would certainly

encourage you to talk to Les or CNX’s land people after th
hearing to see if you couldn’t enter into a |lease. Their
| ease, | know, is a 12 1/2%royalty.

GLEN TAYLOR Well, probably the | eases woul d ha

al ready been signed. But we received this like in
Cct ober - - -.

BARBARA PAULEY: W just got this---.

GLEN TAYLOR: ---and the | ease | ast week.

MARK SWARTZ: (Ckay.

GLEN TAYLOR  So---.

MARK SWARTZ: Well, you know, regardl ess---.

BARBARA PAULEY: And we’re slow.

MARK SWARTZ: Not slower than | am Regardl ess

It

e

ve

of
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what happens today, you can still work a | ease with them

BARBARA PAULEY: Ckay.

MARK SWARTZ: I mean, it’s not like there’s

something that happens today that’s going to foreclose that.

But you don’t have to, you know. So, that’s...that’s...and

the reason for being here is we’re trying to get them to say
you can go ahead and develop this unit even though everybody

hasn’t already signed a lease. I mean, that’s the purpose of
the visit today.

GLEN TAYLOR Well, now, going back to the grid

there where we’re at---.

MARK SWARTZ: This big one?

GLEN TAYLOR: Down here on the checkered one there.

MARK SWARTZ: Ri ght .

BARBARA PAULEY: That’s---.

GLEN TAYLOR What is the probability that there

wi Il be another one below that? Any?

LESLI E K. ARRI NGTON: There’s certainly the

possibility. But as | told you there earlier, we would have
to have | eases fromthe majority of the interest in those
units south of us.

GLEN TAYLOR And it would be another square |ike

this one?
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LESLI E K. ARRI NGTON: Yes, sir. It would be

anot her 58 acres.

GLEN TAYLOR: 58 acres?

LESLI E K. ARRI NGTON: Yes, sir.

GLEN TAYLOR® Ckay. Well, our cousin, Oscar

Thonmpson, in Kentucky, he was wondering about what woul d
happen to the balance of the property there. Like...I don’t
think I’ve gotten my question answered yet. The gas that is
inthe drilling area there---7?

MARK SWARTZ: Ri ght .

GLEN TAYLOR ---it is not divided in the ground?

MARK SWARTZ: Oh, yeah, there’s a line that goes to

China. There’s a wall that goes to China.

GLEN TAYLOR: And it don’t block this side off from

that side. That’s---.

MARK SWARTZ: The...the reason for this grid is

that problem. This Board said, we’re not going to let you

drill nore than one well per 57 or 58 acres---.

GLEN TAYLOR  Ckay.

MARK SWARTZ: ---because we don’t want you draining
gas from everybody else. We think that’s a fair size for one

well so that you’re not taking, you know, a huge amount of

gas from your neighbors. The theory is if oil and gas
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companies want to develop all the gas, they’ve got to drill
wells in every one of these units. I mean, that’s the idea
behind...these are called field rules.

GLEN TAYLOR:  Ckay.

MARK SWARTZ: There are a lot of areas in this

State where you see stuff...you know, you’ve got, you know,
big tract of land and if you looked at the well maps, you’d
see all these circles...just randomcircles, okay, and
that’s...and what the Board decided is we don’t want random
devel opnent where you can drill a well here and be draining
forever...you know, how big an area. We’re going to size
these units based on what we think is in the ground for a
reasonabl e size for one well and if you want nore gas, drill
another one. I mean, that’s the idea.

GLEN TAYLOR: Well, I’ve got another question for

you then. Since this is working on the Mddle R dge, you
call that there, how many other wells has CNX got in that
area on north and east of there?

LESLI E K. ARRINGTON: To give you an exact nunber,

I can’t.

GLEN TAYLOR Wl ---.

LESLI E K. ARRI NGTON: 2000. Wat we done...if
you’ll go in...I don’t have a map with me to show you that.
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But if you were to go in Bob W lson’s office, he has got...I
think you got a map there. You’ll see the progression of how
we'’ve developed and we’re developing down toward this
acreage. That’s the reason you haven’t heard from us until
now. We’re developing from the north to the south. We’re
also developing on to the east. So, we’re just getting to
this area.

GLEN TAYLOR  Yeah, okay.

MARK SWARTZ: But they’re drilled 1000s of wells,

okay? I mean, it’s...we’ve being doing this for 15 years.

BARBARA PAULEY: We know the wells are there. But

we’re just...we just don’t know.

MARK SWARTZ: Yeah. I mean, it’s...and they sort

of ...you know, you have to build lines to get the gas to
other lines and so they kind of, you know, get organized and
devel op in a path.

GLEN TAYLOR Well, now, is there another conpany

that is drilling wells here besides CNX in this area?

LESLI E K. ARRI NGTON: In that area?

BENNY WAMPLER: TI’'m going to have to...because

that’s just getting to general information.

BARBARA PAULEY: Okay, that’s...okay.

GLEN TAYLOR:  Ckay.
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BARBARA PAULEY: That’s fine.

BENNY WAMPLER:  You can...for the hearing, | need

to stick with the subject matter. If you’ve got---.

GLEN TAYLOR:  Yeah, all right.

BENNY WAMPLER: ---your questions as to well...l

want to make sure you do that.

MARK SWARTZ: There’s just no better company than

my client.
BENNY WAMPLER: M. Swartz, one thing that---.

BARBARA PAULEY: How are we supposed to know that?

BENNY WAMPLER:  On your application, you...you

said...on our sheet that we have, we didn’t have anything for
unknowns. But you said, 3, 4, 5 and 6. Les didn’t say that.

SHARON PI GEON:  Well, | think he agreed with it.

MARK SWARTZ: Yeah, he agreed with ne.

LESLI E K. ARRINGTON: | did.

BENNY WAMPLER: But we don’t have an E.

SHARON Pl GEON: We don’t have an escrow attachnent

showi ng that. W just have 2A, 2B and 2C.
MARK SWARTZ: (Okay. So, you want a nodified

exhi bit?

SHARON Pl CEON: We’d need a modified E to show the

unl ocat eabl e.
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MARK SWARTZ: That’s why we have a team approach

here because some of us catch that.

SHARON PI GEON: 1It’s so good that you do that.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR. SWARTZ:

Q Now, Les, we need to tal k about standard
| ease terns though.

A Yes.

Q What...what are the...in general are the
ternms that you have offered to 80 sone percent of the folks
that you’ve been able to lease?

A For a coalbed methane lease, it’s a dollar
per acre per year, five year paid up termw th a one-eighth
royalty.

Q Ckay. And that one-eighth royalty,
obvi ously, would start on production?

A Yes.

Q Ckay. Is there...is there a bit of a delay
bet ween production and paynent ?

A Yes.

Q Roughly, how nuch?
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A Si xty days.
Ckay. And is that authorized by the Board
for record keeping and neter reading and so forth?
Yes.
Q Okay. And you’re required to make those
paynment s?
A Yes, we are.

MARK SWARTZ: That’s all I have, Mr. Chairman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: Move to approve, M. Chairman,

with the understanding that they will provide us with---.

BENNY WAMPLER: Revi sed exhibit?

DONALD RATLI FF: ---a revised exhibit.

BENNY WAMPLER: Is there a second?

JOSE SI MON: Second.

PEGGY BARBAR: TI’11 second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

We’1l take a five m nute break.
(Break.)
BENNY WAMPLER: The next itemon the agenda is a

petition from CNX Gas Conpany, LLC for pooling of coal bed

met hane unit BE-100. This is docket nunber VGOB-05-1115-
1524. 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 no ot hers.

You may proceed.
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LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you’re still under oath. Do you

under st and t hat ?

A Yes.
Q You need to state your nane agai n?
A Leslie K Arrington.

MARK SWARTZ: M. Chairman, | would like to

incorporate Les’ prior testimony with regard to the standard
| ease terns, preparation of the notices and applications, CNX
as a applicant and as a...as a proposed desi gnated operator.

BENNY WAMPLER:  That wi Il be incorporated.

Q Wth regard to BE-100, Les, what...what kind
of a unit is this?

A Nora, 58.78 acres.

Q Okay. And you’ve caught the plat problem
Wth the original exhibit and you’re fixing that?

A Yes, we did. Anita just passed out the new
pl at .

Q Ckay. And in this...in this case, do you
want to add anybody or dism ss anybody today?

A No.
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Q Ckay. Wiat did you do to advise people that
we were going to have a hearing today on this...on this unit?

A W nailed by certified mail, return receipt
requested Cctober the 14th, 2005 and published in the
Bluefield Daily Tel egraph on Cctober the 21st, 2005.

Q And have you filed that information with M.
W1 son?
A Yes, we have.
Ckay. And when you published, what did you
publ i sh?
A The notice of hearing and | ocati on nap.
Q Tell...tell the Board what you’ve been able

to acquire, what interest and claims and what you’re seeking
to pool today?

A Yes. We have | eased 100% of the coa
owner’s claim to coalbed methane; and leased 83.795% of the
01l and gas owner’s claim to coalbed methane. We’re seeking

to pool 16.205% of the oil and gas owner’s claim to coalbed

met hane.

Q The devel opnent plan here would be to drill
one well, correct?

A Yes, it is.

Q And the well here is actually located in the



© 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

wi ndow?

A Yes, it is.

Q What kind of well would it be?

A A frac well.

Q And the acres in that unit, again?

A 58. 78.

Q Ckay. Have you provided the Board with a

wel | cost estimte?

A Yes. It’s $245,414.46 to a depth of
2,463.44 feet. The permt nunber is 6530 and it has been
drilled.

Q Ckay. There are quiet a few tracts that we
need to deal with in terms of escrow and they’re a couple of
tracts as we go through that have title issues and a life
estate, right?

A Yes.

Q Okay. Let’s...first of all, have you...have
you provided the Board with an Exhibit E dealing with escrow
requi renent s?

A Yes, we have.

Q Ckay. To summarize, what are the tracts
that you’ve indicated in Exhibit E require escrow?

A 1B, 1D, 1E, 3A, 3B, 3C, 3D, 3E and 3E

65



© 00 N o o b~ w DN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Q

i ssues, right?

Okay. In 1G and 1D, you’ve got some title

A 1G and what ?
Q I'm sorry, 1D and 1G. I think you’ve got
some title issues. There’s 1D---.
Yes.
Ckay. And then 1G, you’ve got a title issue
as wel | ?
A Yes, it is.
Q Ckay. And then in 1E, | believe you

disclosed in your exhibit that there’s a life estate that’s

going to have to be dealt with, at |east tenporary?

A Yes, correct.

Q Ckay. Then we have sone address unknown
i ssues, right?

A Yes. I’'m sure we do.

Q And what tracts are those in? 3A---7?

A 3A, 3B, 3C, 3D, 3E and 3F

Q Okay. Let’s look at G...1G and 1K, I have
down that’s requiring escrow. I think you just omitted them

for some reason or another. But you’ve also got an escrow

requi renent for

Q

1G and 1K

Ckay. | think maybe it went off the---.
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Ckay.

Q Then ar

Ckay, escrow?

---yeah, off the side.

e there sone of the claimants in this

unit that have entered into split agreenents?

A Yes, there is. 1A 1C 1H, 11, 1J, 3A 3B

3C, 3D, 3E and 3F

Q Ckay.

And with regards to the fol ks that

have entered into split agreenents, is it your request that

you be allowed to pay themdirect in accordance with their

witten split agreenents?

tracts and those peopl e?

A. Yes, we woul d.

Q Ckay.

A Yes.

MARK SWARTZ:

And Exhi bit EE reports that those

And I also...Mr. Chairman, I don’t

think I asked to incorporate Mr. Arrington’s opinion

testimony from his prior...from the prior. But I’'d like to

do that as well.

escr owed.

BENNY WAMPLER

MARK SWARTZ:

BENNY WAMPLER:

That will be incorporated.
With that, I’ve concluded.

I didn’t understand the 1K being
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escr owed.

owner and

t he Boar d?

yes.

LESLI E K ARRI NGTON: Yes, 1K, it does need to be

| just---.

BENNY WAMPLER: Based on what ?

LESLIE K. ARRINGION: Harrison-Watt is the coal

Hanpton Austin is the oil and gas owner.

MARK SWARTZ: 1It’s page two of thirty.

BENNY WAMPLER: Yea, I'm looking at it.

(Sharon Pigeon confers with Benny Wanpl er.)
BENNY WAMPLER:  Ckay. Questions from nenbers of

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

MARK SWARTZ: No, I don’t.

BENNY WAMPLER: Is there a notion?

JOSE SI MON:  Motion for approval.

BENNY WAMPLER: Is there a second?

DONALD RATLI FF: Second, M. Chairman.

BENNY WAMPLER: Mbtion to approve and a second.

Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
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BENNY WAMPLER

BENNY WAMPLER

SHARON PI GEON:

don’t have---.

BENNY WAMPLER:

SHARON PI GEON:

Opposed,

(No audi bl e response.)

say no.

You have approval.

We’re going to need a new..

Yeah,

Yeah, we have both of here.

.we

we didn’t have the G and K on

Do we

have these? Let’s just make sure we got all these on here.

Don’t have the unlocateable on here.

LESLI E K. ARRI NGT'ON:

MARK SWARTZ:

on the spreadsheet.

SHARON PI GEON:

what I'm trying to---.

LESLI E K. ARRI NGTON:

It’s on the exhibit.

Are the unlocateables on E?

SHARON PI GEON:  Ckay.

MARK SWARTZ:

SHARON PI GEON:

MARK SWARTZ:

LESLI E K. ARRI NGTON

It’s just not on that list.

t hi nk so.

It’s just not

That’s

| think they were, but let ne | ook.

This time they were,

Let nme just | ook.

t hey were even on page- -

MARK SWARTZ:

Yes.
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SHARON PI GEON:  Yeah, | think they are.

MARK SWARTZ: The address unknown fol ks are in the

list of Es.

BENNY WAMPLER: Ckay. The next item on the agenda

is a petition from CNX Gas Conpany, LLC for pooling of

coal bed net hane unit BE-120. This is docket nunber VGOB-05-
1115-1525. 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 no ot hers.

You nmay proceed.

MARK SWARTZ: Mr. Chairman, I’d like to incorporate

Mr. Arrington’s prior testimony with regard to CNX Gas
Conpany, LLC as an applicant and also as a potentia

desi gnated operator, his testinony with regard to standard
| ease terns, his opinion testinony and...that woul d...that
woul d be it.

BENNY WAMPLER: Ckay. That will be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

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

Q I’11l remind you that you’re under oath.

A Yes.

Q Ckay. And what do you do for CNX?

A I'm manager of environmental and permitting.

Q Ckay. Unit here is what kind of unit?

A M ddl e Ri dge, 58.74 acres.

Q Ckay. And how many wells are we tal king
about ?

A One.

Q And is it in or out of the w ndow?

A It’s within.

Q What did you do to notify the people that

you’ve listed in the notice of hearing and Exhibit B-3 that
there would be a hearing today?

A Mai |l ed by certified mail, return receipt
requested on Cctober 14, 2005 and published in the Bluefield
Daily Tel egraph on Cctober the 22nd, 2005.

Q Ckay. And did you file proofs with regard
to both nmailing and publication with M. W] son?

A Ve did.

Q And when you published, did you publish the

notice of hearing and the |arger map?
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Yes, we did.
Ckay. Do you want to add anybody as a

respondent today?

A No.
Q Do you want to di sm ss anybody?
A No.
Q The. .. have you provided a well cost
estimate?
Yes.
What is that?
A $238,805.61 to a depth of 2,480 feet. The

permt nunber is 6918.

Q What interest have you been able to acquire
and what is it you’re seeking to pool today?

A We have 100% of the coal owner’s claim to
coalbed methane leased, 79.1768% of the oil and gas owner’s
claim to coalbed methane leased and we’re seeking to pool

20.8232% of the 0il and gas owner’s claim to coalbed methane.

Q Okay. There’s an escrow requirement for
unknowns?
1D
Q And then there’s an escrow requirement...an

addi tional escrow requirenent...requirenent disclosed by
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Exhi bit E concerning traditional conflicts and that woul d be
what tracts?

A 1C, 1D, 1 E and 1G

Q And are there sone fol ks here that have
entered into witten split agreenents?

A Yes, 1A, 1B and 1F.

Q Exhi bit EE would identify those tracts and
the fol ks that have the agreenents?

A Yes, it does.

Q And are you requesting that with regard to
the folks that have entered into split agreenents that you
t he designated operator, be allowed to pay themdirectly,
rather than escrowing their funds?

A Yes, we woul d.

MARK SWARTZ: That’s all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)
BENNY WAMPLER: |s there a notion?
DONALD RATLIFF: | nove to approve, M. Chairnman.
BENNY WAMPLER. Mbtion to approve. |Is there a
second?

Bl LL HARRI S: Second.
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BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling of coal bed nethane unit BG 121. This is docket
nunber VGOB-05-1115-1526. We’d ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

MARK SWARTZ: Mr. Chairman, I’d like to, again,

incorporate Mr. Arrington’s prior testimony regarding CNX Gas
as his enployer and as an applicant and al so a proposed

desi gnated operator, his testinony with regard to standard
lease terms that they’ve offered to folks that they’ve been
able to | ease fromand his opinion testinony.

BENNY WAMPLER:  That wi Il be incorporated.
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LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

request ed on Cct ober

Q

A

o > O » O »

Les, you need to state your nanme again?

Leslie K Arrington.

I’11 remind you’re still under oath.

Yes.

One have one respondent here, right?

Yes.

What did you do to notify thenf

We mailed by certified mail, return receipt

14, 2005 and published in the Bluefield

Daily Tel egraph on Cctober the 22nd, 2005.

Q

And have you filed your proofs in that

respect with regard to mailing and publication with M.

W1 son?

publ i sh?

Yes, we have.

And when you published, what did you

The notice of hearing and the |ocation map.

Ckay. This is what kind of unit?

Middle Ridge.
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Q

How many wel | s are proposed?
One.

What ki nd?

Frac.

And where is it located in relation to the

Wthin the drilling w ndow.
Ckay. Tell the Board what...what it is that

you’ve been able to acquire in terms of claims and interest

and what it is you’re seeking to pool with regard to

this...this unit BG 121

A

W& have 100% of the coal owner’s claim to

coalbed methane leased, 99.5403% of the oil and gas owner’s

claim to coalbed methane leased. We’re seeking to pool

0.4597% of the o0il and gas owner’s claim to coalbed methane.

Permt nunber
Q
A
Q

conflicts?

Q
A

A

Have you provided a well cost estimte?

Yes. $239,801.50 to a depth of 2,509 feet.

is 6919.

Ckay. |Is there an escrow requirenent?
1E, 1F and 5.

And that’s because of just traditional

Yes.

76



© 00 N o o b~ w N P

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

)
1

Q Have sonme of these...sonme of the folks in
sone of the tracts entered into split agreenents?

A Yes. For 1D, 2, 3 and 5.

Q And from Exhi bit EE those tracts are listed
and the fol ks that have the agreenents are |listed in Exhibit
EE?

A That...that’s correct.

Q And are you requesting that any Board order
that m ght be entered would give the operator the ability to
pay the fol ks who have split agreenents directly rather than
escrowi ng their noney?

A That’s correct, we would.

MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

BILL HARRIS: M. Chairman, notion for approval.

PEGGY BARBAR: TI’11 second.

BENNY WAMPLER.  And second. Any further

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pool i ng of coal bed nethane unit Bl-108, docket nunber VGOB-
05-1115-1527. 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...we’ve got one other

one here.

MARK Kl NDER: Mar k Ki nder, Norfol k Sout hern and

Pocahont as Land.
(Anita Duty passes out revised exhibits.)

BENNY WAMPLER:  You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane for us.
A Leslie K Arrington.
Q Who do you work for?
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A CNX Gas Conpany.

Q I'm going to remind you that you’re still
under oath, okay.

A Yes.

MARK SWARTZ: Mr. Chairman, I’d like to incorporate

Mr. Arrington’s testimony with regard to CNX as an applicant
and his enployer, with regard to CNX as a proposed desi gnat ed
operator, with regard to standard | ease terns offered to the
fol ks that they have been able to reach agreenents with and
with regard to his opinion testinony.

BENNY WAMPLER:  That will| be incorporated.

Q M. Arrington, what did you do to advise
peopl e that we woul d be having a hearing today?

A We mailed by certified mail, return receipt
requested on Cctober 14, 2005 and published in the Bluefield
Daily Tel egraph on Cctober the 24th, 2005.

Q And have you filed proofs in that regard
with M. WIson?

Yes, we have.
When you published, what did you publish?
The notice of hearing and | ocati on nap.

Ckay. Wiat kind of unit is this?

> O > O >

It’s a Middle Ridge at 58.74 acres.
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Q And how many wel | s?
A One.

Q What ki nd?

A Frac.

Q

And where is it located in relation to the
drilling w ndow?

Wthin the drilling w ndow.

Have you provided the Board with a cost
estimate?

A Yes, we have. 1It’s $252,975.51 to a depth
of 2,890 feet. Permt nunber is 6925.

Q Ckay. Wiat...what interest have you been
able to acquire and what is it that you’re seeking to pool,
and with that I’'d refer you though to the revised Exhibit A,
page two?

A Page two, yes, sir. Just a mnute. W have
96.843% of the coal owner’s claim to coalbed methane leased
and the 0il and gas owner’s claim and we’re seeking to pool
3.157% of the coal, 0il and gas owner’s claim to coalbed
met hane.

Q Ckay. Can |...is it safe to assune that the
reason the percentage has gone down when you filed is because

you’ve been able to lease some fol ks?
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Q
A
Exhi bit B-3.
Q

Ve did.
kay. And---?

As shown on Exhibit B-2 and then a revised

Okay. So, you’ve got an Exhibit B-2 in the

exhibits that Anita passed out today to the Board and that

lists the folks

you’ve obtained

A

Q
requesti ng that
respondent s?

A

( Mar k

Q
next two units,

leases and it’s

that you’ve...the three pages of folks that
leases from between filing this and today?
Yes.

Ckay. And you would like...are you

the Board dism ss those | eased people as

Yes.

Swartz and Leslie K. Arrington confer.)

We’re going to...in this unit and in the
we’ve got the same situation where you’ve got

basically the same people. But the Board is

going to see this extended...if you would | ook at one of

fourteen of B-3,

there’s some zeroes out to twelve deci nal

places after the decimal and it’s still a zero.

A
Q

That’s correct.

And what...what would you like to bring to

the Board’s attention in that regard?
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A Just that...l nmean, their interest is so
small, you’ll note that our excel spreadsheet would not
calculate a number. So, that’s the reason it’s showing up as
zZer o.

Q And that’s true in this unit and the next
couple---?

A Yes.

Q ---that we’re going to be talking about
because we’re dealing with basically the same people?

Yes.

Q The revised Exhibit B-3 that you submtted
today with regard to BlI-108 then would...is the change sinply
to subtract the people that you’ve leased from who are listed
in B-2?

Yes, it was.
And other than that---7?

This is correct.

o > O »

Ckay. And, obviously, the revised Exhibit
A, page two woul d reflect the percentage change because
you’ve obtained leases?

A Yes.

Q Ckay. Apparently, there are no split

agreenents here?
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i ssue?

escr ow?

A

Correct.

Okay. So,

Correct.

we don’t have to deal with that

Wth regard to escrow, you have an Exhi bit

Yes, we did.

Okay. And what are the tracts subject to

3 and 5 for, | would inmagi ne, unknowns and

title conflicts.

Q
A

Q

addr esses unknown,

And conflicts?

Yes.

Ckay. Al so,

some traditional conflicts.

title issue,

Like 3, for example,

in...in 3 and 5, we have sone

which you’ve just indicated. We'’ve got

But also in 3 and 5, we’ve got a

whi ch you show as an addi ti onal

conflicting title issue for

A

Q
A,
Q

Yes.

1/ 54t h interest.

So, there’s a further---7?

Yes, there

---reason?

iS.
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MARK SWARTZ: I think that’s all I have with regard

to this unit.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairnman.

BENNY WVAMPLER: M. Harris.

BILL HARRI'S: Just out of curiosity, all these
zeroes how...I notice the fraction 1/53,460, |ike a division.

How. .. how do we arrive at sonething |ike that?

LESLI E K ARRI NGTON: Well, it’s...once the title

stops way back sonepl ace...way back when. Once...if there’s
nunmerous children and then those children have nunerous
children. The percentage just gets---.

Bl LL HARRI S: Yeah, smaller and snuall er.

LESLIE K. ARRINGTON: Smaller and snaller, yes.

BILL HARRIS: And all of the is 200s of an acre for

a lot of these?

LESLI E K. ARRI NGTON: That’s correct, yes.

BILL HARRI S: That’s amazing. Okay, that’s all. I

was just curious about it.

BENNY WAMPLER. M. Kinder, did you have coments?

MARK KINDER: | talked to M. Arrington a few days

ago. We’re going to take an opportunity to try and negotiate
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sonething out on this well. However, | would like to reserve
the right to come back and revisit this issue if we don’t
resolve it.

MARK SWARTZ: | would object to that.

BENNY WAMPLER: Par don?

MARK SWARTZ: And | would object to that. | nean,

you know, we’re at a hearing and we need to get a decision.

BENNY WAMPLER:  The only way we can do that woul d

be to continue it and he’s objecting to the continuation.

MARK SWARTZ: You know, unless you want to conti nue

(Benny Wanpl er and Sharon Pi geon confer.)
MARK SWARTZ: | think we need to go ahead.

BENNY WAMPLER. Also...tell us a little background

on your appearance.
(Mark Kinder is duly sworn.)

MARK KI NDER: Again, my name is Mark Kinder. I'm

w th Pocahontas Land, a subsidiary of Norfol k Southern.
manage all of Norfolk Southern’s gas rights in the different
states that they operate. I think we’re in a unique position
here. I don’t know that we actually object to the well. We
don’t object to the well. We welcome the well. The problem

that I'm having, and I'm...I came here because I'm at a loss
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at where else to go with this. We’re offering a lease. It’s
the monetary value that’s not right. From my standpoint, the
nmonet ary val ue does not cover the cost of |ease docunent.
We’re actually losing money to create the lease, which we’re
willing to do. All we’re requesting is that they meet us
partially and let us get this docunent in railroad terns on
val maps, update our data. Simlar to their cover letter,
they nmention in order to keep their records current, well, we
need to do the same thing. I think...I don’t know that we
actually have an objection. I’'m not sure how you feel about
this. We’re not objecting to the well. We’re just...we need
to maintain our data. We can’t do that if we’re force pooled
or if we do do it...go through and do the mapping and the
database, we have to eat all the costs. I mean, we’re going
to have to do this whether we get a | ease or not.

BENNY WAMPLER: Wl |, on the one hand, you’d have a

period of tinme between the Board decision and the tine that
the order was entered to nmake an election. During that tine,
you’d negotiate.

MARK KI NDER: We certainly don’t want to slow down

their progress. That’s not why we’re here at all. 1It’S
sinply to voice concern. You know, | think everyone,

i ncl udi ng CNX, can understand that on | arge pieces of
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property, you have to manage it and you have to have data and
paper trails. If you’re force pooled, you really don’t have
t hat dat a.

MARK SWARTZ: I don’t agree with that. I mean,

there’s a recorded order. 1It’s pretty detailed. I mean...
you know, | understand. | think your point is that this is
such a tiny interest that it’s not cost effective for you to
set it up in your systemand you want to negotiate sone
contribution toward your in-house cost to do that. That’s
what I’'m hearing you say.

MARK Kl NDER: That’s correct.

MARK SWARTZ: And, you know, | can certainly

understand that concern. But it’s not an issue that we, you
know, as an operator feel we need to underwite. | nean, you
know, you can certainly talk to themabout it and they m ght
talk further. But, you know, if you had a huge tract, we
wouldn’t be having this complaint because it would clearly
make it worth your while. So, it’s...you know, it’s an issue
that sort of pertains to the discussion we had with the
peopl e before, you know, that their interest was really
pretty tiny in that particular unit. I don’t really know
what to do with it other than to tell you, you know, | sort

of feel like it’s your problem and CNX may not. But I can’t
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speak for themin terns of the noney.

MARK KINDER: Ckay. | think that was ny

only...just to get sonething on record showi ng our concern
for how this operates.

BENNY WAMPLER:  Any ot her---7?

JOSE SIMON: Mr. Chairman, I’ve got a question.

BENNY WAMPLER: Yes, M. Sinon.

JOSE SI MON:  Have you estimated your costs? |

mean, what...what anount are you | ooking at expendi ng?

MARK KI NDER: Usually, what we do is | actually

cane fromthe mappi ng departnent who actually does this type
of work. Leasing like this can take three days. Huge
anounts of property, if you get several val nmaps invol ved,
can take a couple of weeks. You have your legal...I’'m not
sure how |l egal handles the issue. But | think our nonetary

value is very mniml when you | ook at the nunbers that are

being thrown out here. I mean, you’re talking very small
anounts of noney. But, of course, you know, | understand
Consol’s stance on this. We’re not looking to cause a

conflict here. We’re just trying to raise a concern.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?

(No audi bl e response.)

88



© 00 N o o b~ w N P

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

)
1

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF:  Move to approve, M. Chairnman.

JOSE SI MON:  Second.

BENNY WAMPLER: Mbtion to approve and a 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. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling of coal bed nethane unit BI-109. This is docket
nunber VGOB-05-1115-1428. We’d ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

89



© 00 N o o b~ w N P

I N = T e e N T o s =
b O O 00 ~N o o b W N - O

22
23
24

QUESTI ONS BY MR SWARTZ:

Q
for us.

A

Q

A

Q
t hat ?

A

M. Arrington, you need to state your nane

Leslie K  Arrington.
Who do you work for?
CNX Gas Conpany.

You’re still under oath. Do you understand

Yes.

MARK SWARTZ: Mr. Chairman, I’d like to incorporate

Mr. Arrington’s prior testimony with regard to CNX as an

applicant, as an operator with regard to standard | ease terns

and his opinion testinony.

BENNY WAMPLER:  That will be incorporated.

Q

> O >» O >» O

M. Arrington, what kind of unit is this?
It’s a Middle Ridge with 58.74 acres.

How many wel | s?

One.

What ki nd?

Frac wwthin the drilling w ndow.

Ckay. Wiat did you do to let the fol ks that

you’ve listed in your notice of hearing and Exhibit B-3 know

that there was going to be a hearing today?
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A We nmailed by certified mail, return receipt
requested Cctober the 14th, 2005 and published in the
Bluefield Daily Tel egraph on Cctober the 24th, 2005.

Q Did you provide M. WIlson with proofs with

regard to mailing and publication?

A Yes, we did.

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

A We published the notice of hearing and

| ocati on map.

Q Ckay. This is a simlar situation to the
unit that we just had where you’ve been able to lease some
addi tional folks?

A That’s correct.

Q And you provided the Board with sone
addi ti onal exhibits?

A Yes, an Exhibit B-2 showi ng the people to be

renoved and---.

Q D sm ssed?
A. ---dism ssed and a revised Exhibit B-3.
Q Ckay. An Exhibit B-2, you’ve listed a

number of folks on that two page exhibit and you’re

indicating that the reason for their dism ssal would be that
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you’ve actually been able to obtain a lease fromthem--?

A Yes.

Q ---between filing this petition and today?
A Yes.

Q And have you revised B-3 to reflect their

di sm ssal ?

A Yes, we have.

Q And woul d that be the only difference
between the prior B-3 and today’s B-3?

A Yes, it is.

Q Ckay. Now, we’ve got a revised Exhibit A,
page two. Let’s turn to that and use that to tell the Board
what it is now that you’re seeking to pool and what interest
you’ve already acquired.

A Yes, we’ve leased 99.3337% of the coal, oil
and gas owner’s claim to coalbed methane. We’re seeking to
pool 0.6663% of the coal, o0il and gas owner’s claim to
coal bed net hane.

Q Ckay. D d you provide the Board with a cost
estimate?

A Yes, we did. It was $242,799.35 to a depth
of 2,621 feet. The permt nunber is 6897.

Q s there an escrow requirenent here?
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title conflict.

you’ re aware of?

Boar d?

second?

yes.

A Tract 5.

Q Okay. And in Tract 5, we’ve got an unknown.
A Yes.

Q And we’ve also got a...some conflicts and a
A Yes.

Q Okay. There are no split agreenents that

A Correct.

MARK SWARTZ: That’s all I have on this one.

BENNY WAMPLER: Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLIFF: | nove to approve, M. Chairnman.

BENNY WAMPLER. Mbtion to approve. |Is there a

BILL HARRI'S AND JOSE SI MON:  Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(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. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling of coal bed nethane unit BJ-108. This is docket
nunber VGOB-05-1115-1529. We’d ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Wul d you state your nane for us?

A Leslie K Arrington.

Q Who do you work for?

A CNX Gas as manager of environnental and

permtting.
Q And you understand you’re still under oath?
A Yes.

MARK SWARTZ: Mr. Chairman, I’d like to incorporate
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Mr. Arrington’s prior testimony with regard to CNX...CNX as
an applicant, as a potential designated operator, with regard
to standard | ease terns that are offered by the applicant and
with regard to his opinion testinony.

BENNY WAMPLER:  That wi Il be incorporated.

Q What kind of unit is this?

A It’s a Middle Ridge with 58. 74 acres.

Q And how many wel | s?

A One.

Q Wher e?

A Wthin the w ndow.

Q Ckay. And what kind of a well?

A Frac.

Q Have you provided the Board with a well cost
estimate?

A Yes. $252,674.13 to a depth of 2956. The

permt nunber is 6969.

Q The.. .this is also a situation where we’ve
got some folks that you’ve leased between the time you filed
this application and today, correct?

A That’s correct.

Q And have you identified the fol ks that you

want to dismss today in Exhibit B-2?
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A Yes, we have.
Q And is the reason for their dismssal that

you’ve obtained leases?

A Yes.

Q Have you al so revised your Exhibit B-3?
A Yes, we have.

Q And are those revisions just sinply to

subtract the people that you’ve got leases from?

A Yes, it does.

Q Has. .. have the percentages of...that you’ve
acquired and that you’re seeking to pool, have those changed
since the filing of the application?

A Yes. .. yes.

Q Ckay. And what...what interests have...in
the revised Exhibit A page two, what interest have you
acquired and what are you seeking to pool ?

A We have | eased 97.6905% of the coal, oil and
gas owner’s claim to coalbed methane. We’re seeking to pool
2.3095% of the coal, o0il and gas owner’s claim to coalbed
met hane.

Q Ckay. Do you have sone escrow requirenents
here?

A. Yes, for Tract 3 for an unknown---.
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1 Q Ri ght .

2 A ---and title conflict.

3 Q Okay. And there’s also a title issue?

4 A Yes.

5 Q Okay. No split agreements that you’re aware
6 of?

7 A No.

8 MARK SWARTZ: You’ve told me about the well cost

9 estimte. I think that’s it.

10 BENNY WAMPLER: Questions from nenbers of the
11 Board?

12 (No audi bl e response.)

13 BENNY WAMPLER: |s there a notion?

14 BILL HARRI'S: Motion for approval.

15 BENNY WAMPLER: |s there a second?

16 PEGGY BARBAR: 1’11 second.

17 BENNY WAMPLER.  Mbtion is second. Any further

18 di scussi on?

19 (No audi bl e response.)

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

22 (Al nmenbers signify by saying yes.)

23 BENNY WAMPLER.  Opposed, say no.

24

o 97



© 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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for a
nodi fication of Cakwood | Field Rules to allow for drilling
of additional coal bed nethane frac wells within a boundary
described by units BB-26 to BB-31 on the north to units CC 27
to CC-31 on the south in Buchanan and Russell counties. This
i s docket nunber VGOB-95-0216-0325-04. 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 no ot hers.

You may proceed.

MARK SWARTZ: Anita is passing out an exhibit,

which it probably | ooks pretty famliar to sone of you that
have been here for a while. This petition today is to allow
CNX to drill some additional wells, which I would cal

infield drilling in the purple area, which is this spot right
here. If you look at the application, the front of it tells
you...you know, identifies the units by number. But there’s
a simlar map, you know, that was published...that was filed
with the notice of hearing and it covers those units that are

colored purple. There is a mstake in the petition at
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paragraph four when it’s talking about proposed provision of
order. In the past, when we have come to you, and I'1l1l get
back to you a nonent, a good bit of this area on this map
you’ve allowed us to do infield drilling and second wells in
the unit. We’ll talk about that in a minute. But in the
past, your restriction has been that the additional wells
stay in the drilling unit. This...there’s an error in four
where it’s indicated that we would be...we’re asking to be
allowed to drill it anywhere. That’s not true. Our request
is actually to be consistent with where we’ve been before,
and I’11 get into that with Les, that if we’re able to locate
a second well in the units in the purple area, that it would
al so be required to be in the drilling w ndow as opposed to

at any random point in the unit.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q So, with that cavot, Les, you need to state

your name again.

A Leslie K Arrington.
Q Ckay. Wio do you work for?
A CNX Gas Conpany as nmanager of environnenta
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and permtting.

Q Ckay. And...and were you the fellow that
ei ther prepared or caused to be prepared the notice of
heari ng and application for today?

A Yes.

Q Okay. The...what is it that you’re asking
the Board, just in a nutshell, to do for CNX today?

A Yes. W have been here three diff...three

ot her occasions to request additional wells within

OGakwood. . .within the Gakwood Field in certain areas. W were

granted perm ssion for those three additional areas. W wl|
be com ng back again on nunerous occasions for other areas.
At this time, we’re requesting additional well locations
within the purple area shown on the exhibit that we passed
out .

Q Ckay. The yellow area was the first area
that we can to the Board and tal ked about, right?

A. Yes. That’s correct.

Q And, in fact, some of the information that’s

charted here with regard to the infield studies was
information that we had when we were first here, right?
A Yes.

Q And then we cane back, | think, for the
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i ght bl ue area?

A Yes.

Q And then the last...the third trip was the
green area?

A Yes.

Q Okay. And in the yellow, blue and green
areas was the proviso that, yes, you could have a second wel |
in the 80 acre unit, but it had to be within the drilling
w ndow of the unit?

A Yes, it was.

Q Ckay. And have you...have you been drilling
second wel | s?

A Yes. In particular, we drilled the yellow

The yell ow area has pretty much been drilled, the areas that
we can drill.

Q Ckay. In the yellow area, what color are
the second wells colored, if you know?

A They’ re possibly are either the blue or the

purple. The purple | would imgine.

Q Ckay. Well, it says here---?
A Yeah, it’s purple.

Q So, it’s the purple?

A Uh- huh.

101



© 00 N o o b~ w N P

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

)
1

Q Okay. So, you’ve drilled, it looks like,
how many in the yell ow area?

A 12 or so. | nean, they may not all show up.

Q Ckay. There nmay be sone that may not be
mapped. So, you’re thinking it’s around twelve?

A Uh- huh.

Q Ckay. And have you started drilling in the

bl ue area?

A We have.
Q Ckay. And how about the green?
A We...we’'ve drilled just sparsely in the

green so far.

Q Ckay. Wiere are you...what part of the
green area are you in?

A Mostly for infield drilling, upon the

northern section near where the m ne plan was.

Q Ckay, up near the top then?
A Yes.
Q And are you asking the Board today to all ow

you to sort of continue the practice now again with regard to
t hese ten units?
A Yes, we are.

MARK SWARTZ: That’s all I have.
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BENNY WAMPLER: |s there a mne plan for that?

LESLI E K. ARRINGTON:  No, sir.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairman, | just have one
information question. | notice all of the dots have. .. at
first, | thought they were just snudges Are these

nunbers...well nunbers---?

LESLI E K. ARRI NGTON: That would be the well

nunbers, yes.

BILL HARRIS: ---and they’re just so small that

they’re just---7

LESLI E K. ARRI NGTON: Correct.

BILL HARRIS: Okay. I didn’t know if that was to

indicate a second well or something, but it’s Jjust---.

MARK SWARTZ: We’re messy draftsmen.

BILL HARRIS: Wll, yeah, yeah, it could be. No,

t hank you, that was all.

BENNY WAMPLER: Ot her questions from nenbers of the

Board? M. WI son.

BOB WLSON: Just one question. I think they’ve

addr essed npbst of the concerns that we had earlier with the

di fference between the application and the---.
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MARK SWARTZ: Yeah, we keep talking to sonme of our

staff about that, but, you know, I don’t want to name them,
you know.

BOB WLSON: I don’t want you to either. But

there’s one other provision in there that the field rule
allows wells to be drilled no closer than 600 feet to each
other. | would assunme that the proposal is to nodel this
order on the ones that have proceeded it to allow for the
second well to the extent that they have the sanme set back
provi sions, the sane within the wi ndow provisions and the
sanme di stance...m ni mum di stance between wells, is that
correct?

MARK SWARTZ: Ri ght .

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

MARK SWARTZ: Ri ght .

BOB WLSON: That’s all I have.

BENNY WAMPLER:  Cbviously, you feel like that this

closer spacing is...actually you’re seeing, I guess, a life
benefit of the unit being inproved?

LESLI E K. ARRI NGTON: Yeah, we do see benefits on

the existing well.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?
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(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

(No audi bl e response.)

JOSE SI MON:  Move to approve.

DONALD RATLI FF: Second, M. Chairman.

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

menbers signify by saying yes.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

MARK SWARTZ: Thank you very much.

BENNY WAMPLER. The next itemon the agenda is a

petition from Equitable Production Conpany for pooling of

coal bed nmet hane unit VG 536768, which is docket nunber VGOB-

05-1115-1530.

We’d ask the parties that wish to address the

Board in this matter to cone forward at this tine.

(Pause.)

BENNY WAMPLER.  And who are you?

JIMKAISER: TI’m not sure. I know I'm not Melwvin
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Jack Long.
(Laughs.)
JIMKAISER Al right. 536768?

BENNY WAMPLER:  Uh- huh.

JIM KAISER: Jim Kai ser and Don Hall on behal f of

Equitable Production Company. We’d ask that Mr. Hall be
sworn at this tine.

(Don Hall is duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You may proceed. Do you have any housekeeping with
any...any of these?

JI M KAl SER: No, M. Chairman. W did thi nk about

combining some of them. But sometimes I think it’s easier
just to incorporate some testimony and I think it’s easier

for Ms. Pigeon---.

SHARON PI GEON:  Yes.

JIMKAISER. ---if we don’t do that. We got nine
wells we’re pooling here. Just by way of introduction, I
guess, to the whole nine, two of theminvolve the Yell ow

Popul ar situation, which we had tal ked about and pool ed | ast
mont h; two of theminvolve the unknown heirs of Al bert
Hackney; two of theminvolve the unknown heirs of Law ence

Turner; and two of theminvolve one known unl eased party, M.
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Eva Grizzle. They’re all really small percentages. One of

them is...we’re pooling (inaudible) on a track where---.

BENNY WAMPLER: Ckay. The record wll show no

others. You may proceed.

JI M KAI SER

CBM

havi ng been duly swor

foll ows:

---we’ve got everything leased but the

DON HALL

n, was exam ned and testified as

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr.

Hall, if you’d state your name for the

record, who you’re employed by and in what capacity?

A My name is Don Hall. I'm employed by

Equi t abl e Producti on

Q And

Conpany as District Landman.

do your responsibilities include the

| and involved here in this unit and the surroundi ng area?

A They do.

Q Now,

application seeking t

are you familiar with Equitable’s

0 pool any unleased interest in the unit

for EPC well nunber VG 536768, which was dated October the

14t h, 20057
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A Yes.

Q Now, does Equitable own drilling rights in
the unit invol ved here?

A W do.

Q And prior to filing the application, were
efforts made to contact each of the respondents and an
attenpt made to work out a voluntary | ease agreenent?

A Yes.

Q And what is the interest of Equitable within

the gas estate in this unit?

A We have 96. 05% | eased.

Q And the interest of Equitable in the coa
estate?

A W have 100% | eased.

Q And the one unl eased party, Ms. Gizzle, is

set out on Exhibit B-3?

A That’s correct.

Q Ckay. And the percentage then of the gas
estate that is unleased at this tine is 3.95%

A That’s correct.

Q And we do have any unknown entities in this
unit, is that correct?

A That’s correct.

108



© 00 N o o b~ w N P

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

)
1

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

A It was.

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

A Yes.

Q Are you requesting this Board to force poo

all unleased interest as |listed at Exhi bit B-3?

A Yes.
Q Now, are you famliar with the fair narket
value of drilling rights in the area...in the unit here and

in the surroundi ng area?

A Yes.

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

A We pay a five dollar bonus on a five year

termwith a one-eighth royalty.

Q In your opinion, do the terns that you just
testified to represent the fair and market value of and fair
and reasonabl e conpensation to be paid for drilling rights

within this unit?
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A They do.

Q Now, as to Ms. Gizzle who has not agreed to
voluntarily lease, and apparently we’ve made...to cover this
for the Board, we’ve made numerous attempts, even to the
poi nt of actually going out and knocki ng on her doors and
windows and she won’t even come to the door to talk to us, IS
that correct?

A That’s correct.

Q Ckay. In regard to her interest that
remai ns unl eased, do you agree that she be allowed the
follow ng options with respect to that interest: 1)
Participation; 2) a cash bonus of five dollars per net
m neral acre plus a one-eighth of eight-eighths royalty; or
3) inlieu of a cash bonus and one-ei ghth of eight-eights
royalty share in the operation of the well on a carried basis
as a carried operator under the follow ng conditions: Such
carried operator shall be entitled to the share of production
fromthe tracts pooled accruing to her interest exclusive of
any royalty or overriding royalty reserved in any | eases,
assi gnnents thereof or agreenents relating thereto of such
tracts, but only after the proceeds applicable to that share
equal, A) 300% of the share of such costs applicable to the

interest of the carried operator of a |l eased tract or portion
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thereof; or B) 200% of the share of such costs applicable to
the interest of a carried operator of an unleased tract or
portion thereof?

A Yes.

Q Do you recommend that the order provide that
el ections by the respondent be in witing and sent to the
applicant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, P. O Box 2347, Charleston, West Virginia 25302,

Attention: Ml anie Freeman, Regul atory?

A Yes, except we no |onger have that P. O
Box.

Q Ch, okay, sorry. So, just 1710 Pennsyl vani a
Avenue?

A That’s correct.

Q And should this be the address for all

comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if no witten elections was properly nade by a respondent,
then that respondent should be deened to have el ected the
cash royalty option in lieu of participation?

A. Yes.
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Q Shoul d t he unl eased respondent be given 30
days fromthe date that they receive the recorded Board order
to file their witten el ection?

A Yes.

Q | f an unl eased respondent elects to
participate, should that respondent be given 45 days to pay
the applicant for their proportionate share of actual well
costs?

A Yes.

Q Does the applicant expect any party el ecting
to participate to pay in advance that share of actua
conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed a 120 days
follow ng the recordation date of the Board order and
thereafter annually on that date until production is
achi eved, to pay or tender any delay rental or cash bonus
due that respondent under the force pooling order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate but fails to pay their
proportionate share of well costs, then their election to

participate should be treated as havi ng been w t hdrawn and
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void and that respondents should be treated just as if no
initial election had been filed under the force pooling
order, in other words, deened to have | eased?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in
regard to paynment of well costs, any cash sum due that
respondent under the order, in other words, delay rental or
bonus, be paid wthin 60 days after the |ast date on which
such respondent coul d have nmade arrangenents for paynent of
t hose well costs?

Yes.

Q Do we have conflicting claims? We do, don’t
we?

(No audi bl e response.)

Q We do have conflicting clains in Tracts 1, 5
and 6, therefore, the Board needs to establish and escrow
account to account for that, is that true?

A That’s correct.

Q Ckay. And who shoul d be naned operator
under any force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of proposed well

113



© 00 N o o b~ w N P

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

)
1

under the plan of devel opnent?

A

Q

A

Q
wel | 2

A
Q

submtted to the

A
Q

2247 feet.

And the estinmated reserves for the unit?
300 mllion cubic feet.

And are you famliar with the costs for this

Yes.

Has an AFE been revi ewed,

Board as Exhibit Cto the application?

Yes.

Does thi s AFE,

reasonabl e estimate of the well

A
Q

It does.

Coul d you state both the dry hole costs and

i n your opinion,

costs?

conpleted well costs for this well?

A

conpl eted well costs would be $257, 359.

Q
conpl eti on?

A

Q
for supervision?

A

The dry hole costs is $106,095 and the

si gned and

Do these costs anticipate a nultiple

They do.

Does your AFE include a reasonabl e charge

Yes.
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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.

MR. KAISER Nothing further at this tinme of this

wi tness, M. Chairnman.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

Bl LL HARRI S: M . Chai r man.

BENNY WVAMPLER M. Harris.

BlILL HARRI S: Just one comment about the AFE, and

I think I’ve mentioned this before, it always very difficult
to find the drill ing depth there. Usually, it’s not listed.
I’m not....I'm not going to claim it’s not listed there.
But there is a place for it. But it’s...I may have missed it
somewhere. Even where it says, “Contract Footage”, it
gives...|l guess, a conpany and a rate, but not a depth. So--
DON HALL: Yeah, I see what you’re saying.

BILL HARRIS: I’m not sure that the law requires

that it be on your AFE. But, you know, it certainly helps.
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DON HALL: Normally in that contract footage, they

have the depth tinmes the footage rate.

left it...

division,

BILL HARRI'S: Yeah, tines the actual...yeah, they

| mean, | coul d---.
DON HALL: This one---.

Bl LL HARRI S: ---borrow a cal cul ator and do the

but...I mean...and I know it’s elsewhere.

DON HALL: Yeabh.

BILL HARRIS: But, | mean, it’s just...it just...it

would be nice especially if you’ll look at the AFE...the

heading there...well, I’'m just scanning that and trying to

find the depth.

say---.

DON HALL: 1It’s about halfway down in the middle.

BILL HARRIS: So, it is in there? | nean, when you

BOB WLSON: No, it’s---.

BENNY WAMPLER: The nunbers is not.

DON HALL: The nunber is not, but the columm is.

BILL HARRIS: Oh, yeah, the colum is. But see

that’s always---.

DON HALL: 1I’'11 pass that along to the engineer

t hat prepares these.

BILL HARRIS: Yeah, if...l nean, that would just be
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Boar d?

DON HALL: Ckay.

BILL HARRIS: ---in evaluating these. Thank you.

DON HALL: Thank you.

BENNY WAMPLER: Ot her questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

(No audi bl e response.)

BILL HARRI'S: Motion for approval.

JOSE SI MON: Second.

BENNY WAMPLER.  Mbtion is second. Any further

di scussi on?

yes.

Ratliff.)

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al menbers signify by saying yes, but Donald

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DONALD RATLIFF: 1TI’11 abstain, Mr. Chairman.

BENNY WAMPLER: One abstention, M. Ratliff. The
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next itemon the agenda is a petition from Equitable
Production Conpany for pooling coal bed nethane unit VC
536772. This docket nunber VGEOB-05-1115-1531. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JI M KAI SER:  Again, M. Chairman and Board nenbers,

Ji m Kai ser and Don Hall on behal f of Equitable.
BENNY WAMPLER:  The record will show no ot hers.

You may proceed.

JIMKAI'SER.  This, again, is a coal bed nethane unit

where the only unl eased party is Ms. Gizzle.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Hall, if you’d again, state your name
for the Board, who you're enployed by and in what capacity?

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

Q And are you famliar with the application we
filed seeking to pool the unleased interest in the unit for
EPC wel | nunber VC-536772, dated Cctober the 14th, 20057

A Yes.
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Q

Does Equitable own drilling rights in the

unit involved here?

A
Q

W do.

And prior to the filing of the application,

were efforts nade to contact each of the respondents, in

particular Ms. Gizzle?

A
Q

Yes.

And what is the interest in this particular

unit of Equitable in the gas estate?

A

Q
estate?

A

Q
Exhi bit B-3?

A

Q

W have 99. 10% | eased.

And the interest under | ease in the coa

100%

And the one unleased party is set out in

That’s correct.

So, the interest that remai ns unl eased is

.90% of the gas estate, is that correct?

A.
Q

That’s correct.

Ckay. kay. And, again, we don't have any

unknown owners within the unit, is that correct?

A
Q

That’s correct.

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

A Yes.

Q Are the addresses set out in Exhibit Bto
the application, the | ast known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo

the unl eased interest 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 Agai n, could you advise the Board as to what
t hose are?

A We pay a five year bonus on a five year term
with a one-eighth royalty.

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

A They do.
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JI M KAl SER: Now, M. Chairman and Board nenbers,

as to the statutory election options afforded Ms. Gizzle, |
woul d ask...and her tine lines and the ram fications of
maki ng those choi ces that was previously just taken in VGOB
docket nunber...the hearing for VGOB docket nunber 05-1115-
1530, we’d ask that testimony be incorporated.

BENNY WAMPLER: That wi || be incorporated.

Q M. Hall, we do, again, have conflicting
clains inthis unit. In this case, it would be in regards to
tracts nunber 3 and 5, is that correct?

A That's correct.

Q So, the Board needs to...for those two
tracts, the Board needs to establish an escrow account?

A Yes.

Q Ckay. And who shoul d be naned the operator
under any force pooling order?

Equi t abl e Producti on Conpany.

And the total depth of this well?

It's 2391 feet.

And the estimated reserves for the unit?
330 mllion cubic feet.

Are you famliar with the well costs?

> O > O >» O >

Yes.
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Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit C?

A It has.

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

A Yes.

Q Coul d you state for the Board the dry hol e
costs and conplete well costs for this well?

A The dry hole costs is $109,529 and the
conpl eted costs is $263, 363.

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 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.

JIM KAl SER:  Nothing further of this wtness at

this time, M. Chairnmn.
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BENNY WAMPLER:  Questions from nenbers of the
Boar d?

BILL HARRIS: M. Chairman, just a quick---.

BENNY WAMPLER: M. Harris.

BILL HARRIS: ---question for informational. On
Exhibit B, you nay have had these previously and | just
hadn’t noticed it, you have ID numbers in front of all of the
folks there. Some you do and some don’t. I mean, Pine
Mountain is listed twice. It has an ID nunber in one case,

but not in Tract 2, but not in Tract 4. What’s...what’s the
nunber desi gnation?

DON HALL: Certain counties require, before they’ll
record an instrunent, that you put the tax I D nunber---.

BILL HARRIS: Oh.

DON HALL: ---on the instrunent.

BILL HARRI' S: yeah.

DON HALL: That’s what these numbers are. I think
in Wse and Di ckenson County require that currently, and
Tazewel | County.

BOB WLSON: And Tazewel | .

Bl LL HARRI S: So, have we done this all the tinme?

| just---.

JIM KAl SER: No, it’s fairly new.
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DON HALL: 1It’s fairly new.

BILL HARRI'S: Oh, okay, okay.

BENNY WAMPLER: A few nont hs.

JIM KAl SER:  Yeah. Probably since, what, maybe

July or so.

BENNY WAMPLER:  July is what | was thinking.

BILL HARRI S: Okay. I guess I’ve been asleep or

sonmet hing. Anyway, thank you.
BENNY WAMPLER. Ot her questions?

(No audi bl e response.)

BENNY WAMPLER. Do you have any further?

JIM KAl SER: We’d ask that the application be

approved as subm tted.

BENNY WAMPLER: Is there a notion?

JOSE SI MON:  Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Mbtion to approve and a second.

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

BENNY WAMPLER:  All in favor, signify by saying

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

DONALD RATLIFF: 1’11 abstain, Mr. Chairman.

BENNY WAMPLER: One abstention, M. Ratliff. You

have approval. The next itemon the agenda is a petition
from Equi tabl e Producti on Conpany for pooling of coal bed

met hane unit VC-536616. This is docket nunmber VGOB-05-1115-
1532. We’d ask the parties that wish to address the Board in
this matter to cone forward at this tine.

JIM KAl SER.  Again, M. Chairnman and Board nenbers,

Jim Kai ser and Don Hall on behalf of Equitable Production
Conpany.
BENNY WAMPLER:  The record will show no others.

You may proceed.

JIMKAISER This is one of the Yell ow Popul ar

Lunmber Conpany poolings that nost of you will all probably
remember. We had several last month. They’re the entity
t hat probably inadvertently forgot to convey the gas when
t hey conveyed the other mnerals and then di sappeared in

1916, | believe, it was.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER
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Q Mr. Hall, if you’d again, state your name,
who you' re enpl oyed by and in what capacity?

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

Q And you’re familiar with the application we
filed seeking to pool the unleased interest in the unit for
EPC wel | nunber VC-536616, dated Cctober the 14th, 20057

A Yes.

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

A W do.

Q And prior to the filing of the application
were efforts made to find and contact each of the respondents
and work out a voluntary | ease agreenent?

A Yes.

Q And what is the interest of Equitable in the

gas estate in the unit?

A W have .5% | eased.

Q And the interest of Equitable in the coa
estate?

A W have a 100% | eased.

Q And all the unleased parties are set out at
Exhi bit B-3?
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A Yes.

Q And you’re familiar with the ownership of
drilling rights of parties other than Equitable?

A Yes.

Q So, the percentage of the gas estate that

remai ns unl eased?

A s 99.5%

Q Now, we detailed | ast nonth, again, the
efforts that were nmade to | ocate the...any surveying
sharehol ders or representatives or, for lack of a better
term successors to the Yell ow Popul ar Lunber Conpany. Could
you just touch on that again, I guess, because we’ve got
anot her one of these comng up later?

A Yel | ow Popul ar acquired the property in
1906. 1In 1926, I believe it was...or ‘28, they went bankrupt
and the...a trustee was appointed to convey certain portions
of their property, which they did. But this property was
never conveyed. It got lost in the shuffle sonewhere al ong
the line and it was never conveyed. We’ve not been able
to...it would probably fall to the sharehol ders of the Yell ow
Popul ar, whoever they may be. But we’ve been working on this
tract since 1993 trying to find out...and haven’t been able

to---.
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Q

state and the

That i ncludes checking with the secretary of
SCC in Richnond for any kind of filings---?
Ri ght .

---that may have been there to get any ki nd-

That’s correct.

---of leads as to who these successors m ght

have been, right?

A Ri ght .

Q Ckay.

BENNY WAMPLER.  Did you ever have their nanes?

A No, not really. | nean, it was Yellow
Popular. It was just |ike any other conpany. They had
Shareholders. But we don’t have any record of who those

peopl e are.

But the Court appointed Galley Friends as a

Trustee to convey properties. But |I like | said, he conveyed

nmost of their

properties. But this got lost in the shuffle

someway or anot her. It’s still out there under the name of

Yel | ow Popul ar.

Q

So, in your professional opinion, was due

diligence exercised to try locate any of the...all of the

respondents naned in the application?

A

Yes.
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Q And the addresses set out in Exhibit Bto
the application, are the | ast known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo

all the unleased interest listed at Exhibit B-3?

A Yes.

Q Again, are you famliar with the fair market
value of drilling rights in the unit here?

A Yes.

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

A We pay a five dollar bonus with a five year

termwith a one-eighth royalty.

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

A They do.

JI M KAl SER: Again, Mr. Chairman, we’d ask that

the...well, I guess, it’s not really applicable here. But
we’d still ask that the testimony regarding the statutory

el ection options taken docket nunber 1530 be incorporated for
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pur poses of this hearing.

BENNY WAMPLER:  That will be incorporated.

Q Ckay. M. Hall, we, obviously, have an
Exhibit Ein this case because of Yellow Popular. So, the
Board does need to establish an escrow account for Tract 1,
is that correct?

A That's correct.

Q kay. And who shoul d be naned the operator
under the force pooling order?

A Equi t abl e Producti on Conpany.

And the total depth for this well?

A It’s 2453 feet.

Q And the estimted reserves for the unit?
A 230 mllion cubic feet.

Q Now, are you famliar with the well costs?
A Yes.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A It has.

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

A It does.

Q Coul d you state for the Board both dry hole
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costs and conplete well costs?

A The dry hole costs is $139,068 and the
conpl eted costs is $341, 976.

Q And do these costs anticipate a multiple
conpl etion?

A They do.

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

A Yes.

Q I n 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. Chairnmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KAl SER: We’d ask that the application be

approved as submtted.

BENNY WAMPLER: Is there a notion?
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JOSE SIMON:  Mbtion to approve.

BILL HARRI'S AND PEGGY BARBAR  Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

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

yes.
(AI'l nmenbers signify by saying yes, but Donal d
Ratliff.)
BENNY WAMPLER:  Opposed, say no.
DONALD RATLIFF: 1’11 abstain, Mr. Chairman.
BENNY WAMPLER: One abstention, M. Ratliff. You
have approval. The next itemon the agenda is a petition

from Equi tabl e Producti on Conpany for pooling of coal bed
met hane unit VC- 536474, docket nunmber VGOB-05-1115-1533.
We’d ask the parties that wish to address the Board in this
matter to cone forward at this tine.

JIM KAl SERR M. Chairman, again, JimKaiser and

Don Hall on behal f of Equitable Production Conpany.
BENNY WAMPLER:  The record will show no ot hers.

You nmay proceed.

DON HALL
DI RECT EXAM NATI ON
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QUESTI ONS BY MR KAl SER

Q M. Hall, again, state your nane, who you're
enpl oyed by and in what capacity?

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

Q Okay. This particular involves...we'’ve
got...we’'re here to pool it because we...in Tract 4 we have,
again, the Albert Hackney heirs who we’ve pooled previously,
| think probably back in the summer maybe---?

A Yes.

Q ---who, again, are...they’re unknown and
unl ocateable, is that correct?

A That’s correct.

Q Okay. And you’re familiar with this
application that we filed seeking to pool that interest?

A Yes.

Q Does Equitable own drilling rights in the
unit invol ved here?

A W do.

Q And what is the interest of Equitable in the
gas estate within the unit?

A We have 94. 2% of the gas | eased.

Q And t he coal ?
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A 94. 2% of coal as well.

Q And the one unleased party is set out in
Exhi bit B-3?

A Yes.

Q So, the interest in both the gas and coa
estate that remains unleased is represented by that fee tract
for that unknown Al bert Hackney heirs and it woul d represent
5. 8%

A That’s correct.

Q Ckay. Again, | know you just tal ked about
what you did to attenpt to | ocate any successors to Yel |l ow
Popular. But in this particular case with the Al bert Hackney
heirs, were reasonable and diligent efforts made and sources
checked to identify and | ocate these unknown heirs including
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 or

friends?

A Yes.

Q I n your professional opinion, was due
diligence exercised to locate...exercised to | ocate each of

the respondents naned in the application?

A. It was.
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Q And are the addresses set out in Exhibit B
to the application, the |ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo

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

A W are.

Q Again, are you famliar with the fair market
val ue of drilling rights?

A Yes.

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

A We pay a five...five year bonus on a five

year termw th a one-eighth rental

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

A W do.

JI M KAl SER: Again, Mr. Chairman, I’'d ask to

incorporate the statutory election option testinony taken in
docket nunber 1530.

BENNY WAMPLER:  That wi Il be incorporated.
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Q Ckay. Now, in this case, M. Hall, the
Board does need to establish an escrow account for Tract 4,
not because it’s a conflicting claim, but because it’s an
unknown and unl ocateabl e, right?

A That’s correct.

Q Ckay. And who shoul d be naned the operator

under any force pooling order?

A Equi t abl e Producti on Conpany.

Q And the total depth for this proposed well?

A 2495 feet.

Q And the estimated reserves for the life of
the unit?

A 330 cubic...230 mllion cubic feet.

Q Are you famliar with the well costs?

A Yes.

Q An AFE has been revi ewed, signed and

submtted to the Board as Exhibit C?

A It has.

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

A Yes.

Q Coul d you state for the Board both dry hole

costs and conplete well costs for this well?
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A The dry hole costs is $120, 169 and the
conpl eted costs is $283, 653.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

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

A Yes.

Q I n your professional opinion, 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 KAI' SER:  Nothing further of this wtness, M.

Chai r man.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI M KAl SER: We’d ask that the application be

approved as submitted. I also interject here that we’ve got
ni ne applications before you today for force poolings and no

revi sed exhibits.
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happened.

second?

yes.

Ratliff.)

(Laughs.)

JIM KAl SER: That may be the first time that’s ever

BENNY WAMPLER: s there a notion?

JOSE SI MON:  So noved to approve.

BENNY WAMPLER: Mbtion to approve. |s there a

Bl LL HARRI 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, but Donald

BENNY WAMPLER.  Opposed, say no.

DONALD RATLIFF: 1TI’11 abstain, Mr. Chairman.

BENNY WAMPLER:  You have approval. One abstention,

M. Ratliff. The next itemon the agenda is a petition from

Equi t abl e Producti on Conpany for pooling of coal bed net hane

unit VC-503440, docket nunber VGOB-05-1115-1534. We’d ask

the parties that wish to address the Board in this matter to

cone forward at this tine.

JIMKAISER M. Chairman, again, Don Hall and Jim
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Kai ser on behal f of Equitable Production Conpany. This wll
be the first of two wells that you’ll see that we’re pooling,
again, just one entity. 1In this case it’s represented in the
gas estate in Tract 3 and it’s the unknown and unlocateable
Law ence Turner heirs. | believe the next one is al so

Law ence Tur ner.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

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

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

Q And you’re familiar with this application
that we filed seeking to pool any unleased interest in the

unit for EPC well nunber VC-503440 dated October the 14th,

20057

Yes.

Does Equitable own drilling rights in the
unit here?

Ve do.

Prior to filing the application, were
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efforts nmade to contact each of the respondents naned and an
attenpt to work out a voluntary agreenent with thenf

A Yes.

Q What is the interest of Equitable in the gas
estate under | ease?

A We have 94.77% of the gas | eased.

Q And what percentage of the coal estate is
under | ease?

A We have 100% of coal estate |eased.

Q And all the unleased parties are...or the
unl eased party is set out in Exhibit B-3?

A They are.

Q So, at this tine, the only unl eased interest
inthe unit is 5.23%of the gas estate?

A That’s correct.

Q Ckay. And, again, since we have an unknown
entity represented in Tract 3, were reasonable and diligent
efforts made and sources checked to identify and | ocate any
unknown heirs to include 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/or friends?

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

A It was.

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

A Yes.

Q Are you requesting this Board to force poo

all unleased interest as |listed at Exhi bit B-3?

A Yes.

Q Again, are you famliar with the fair market
val ue of drilling rights here?

A Yes.

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

A W pay a five dollar bonus on a five year

termwith a one-eighth royalty.

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

A They do.
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JI M KAl SER: Okay. And, again, Mr. Chairman, we’d

ask that the statutory election option testinony that was
taken in 1530 be incorporated for purposes of this hearing.

BENNY WAMPLER:  That wi Il be incorporated.

Q Ckay. Now, and again in this case, M.
Hal |, we have an unknown fee tract. So, the Board needs to
establish a...is that right, needs to establish an

escrow. .. no, we got several

A It’s just some unknown gas tract.

Q Yeah, unknown gas tract. Do we have sone
conflicting clains too?

A Yes.

Q So, we need an escrow account established
for Tracts 2, 3 and 4, is that correct?

A That’s correct.

Q Ckay. And who shoul d be naned the operator
under the force pooling order?

A Equi t abl e Producti on Conpany.
And the total depth for this proposed well?
2564 feet.
And the estimated reserves for the unit?

330 mllion cubic feet.

o > O »

Are you famliar wth the well costs?
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A Yes.

Q An AFE has been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A It has.

Q I n your opinion...professional opinion, do
you think the AFE represents a reasonable estimate of the
wel | costs?

A Yes.

Q And what’s both dry hole and complete well
costs for this well?

A The dry hole costs is $107,502 and the
conpl eted costs i s $300, 094.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

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

A Yes.

Q I n your professional opinion, 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.
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Chairman.

subm tt ed.

Boar d?

yes.

JIM KAISER:  Nothing further of this witness, M.

We’d ask that the application be approved as

BENNY WAMPLER:  Any questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So noved, M. Chairman.

BENNY WAMPLER:  Mbtion for approval.

Bl LL HARRI 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.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany

for pooling of coal bed nethane unit VC536082. This is

docket nunber VGOB-05-1115-1535. We’d ask the parties that

wi sh to address the Board in this matter to cone forward at

this time.
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JIMKAISERE M. Chairman and Board nenbers, again,

Jim Kai ser and Don Hall on behalf of Equitable.

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

JIMKAISER This, again, is a...again, it happens

to be Tract 3, the Lawrence Turner heirs, unknown and
unl ocat eabl e, the only unl eased interest, represents even

smal | er percentage this tine.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Hall, you’re famliar with our
application that we filed seeking to pool this interest?

A Yes.

Q And prior to filing the application, do we
attenpt to contact each of the respondents in...within the
unit and work out a voluntary agreenent?

A Yes.

Q What is the interest of Equitable under
|l ease in the gas estate in this unit?

A W have 98. 26% | eased.

Q And a 100% of the coal estate is under
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| ease?

A Yes.

Q And the one unleased party is set out in
Exhi bit B-3?

A Yes.

Q And the interest of the gas estate that
remai ns unl eased is 1. 74%

A That’s correct.

Q And, again, you rmade all reasonabl e and
diligent efforts and checked all sources to try to identify
t hese unknown heirs?

A Yes.

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

A Yes.

Q Are the addresses set out in Exhibit Bto
the application, the |last known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo
the unl eased interest as listed at Exhibit B-3?

A. Yes.

146



© 00 N o o b~ w N P

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

)
1

Q Now, are you famliar with the fair market
value of drilling rights in this unit and the surroundi ng
area?

Yes.
Agai n, 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 In your opinion, do the terns you j ust
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A They do.

JIM KAl SER: Mr. Chairman, again, we’d ask that the

statutory election option testinony be...that was taken in
item 1530 be incorporated for purposes of this hearing.

BENNY WAMPLER:  That will be incorporated.

Q And, M. Hall, in this particular case, in
accordance wth our Exhibit E, the Board will need to
establish an escrow account for purposes of conflicting
cl ai r8 and unknown and unl ocat eabl e i nterest owners for al
four tracts, 1, 2, 3 and 4, is that correct?

A. About 4 of the 5...there’s 5 tracts.
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Oh, is there 5?

Yeah.

4 to 5...1, 2, 3 and 4, right?
Ri ght .

And who shoul d be nanmed t he operator under

the force pooling order?

A
Q

wel | ?

the unit?

> O >

Q

Equi t abl e Producti on Conpany.

And what’s the total depth of this proposed

2853 feet.

And the estinmated reserves over the life of

330 mllion cubic feet.
Are you famliar with the well costs?
Yes.

An AFE has been revi ewed, signed and

submtted to the Board as Exhibit C?

A.
Q

It has.

Does the AFE, in your opinion, represent a

reasonabl e estimate of the well costs?

A
Q

conplete well

Yes.
Coul d state both the dry hole costs and

costs for this well?
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A The dry hole costs is $130, 136 and the
conpl eted costs is $318, 123.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

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

A Yes.

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

A Yes.

JIM KAI' SER:  Nothing further of this w tness, M.

Chai r man.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So noved, M. Chairman.

BENNY WAMPLER: Is there a second?

JOSE SI MON AND PEGGY BARBAR:  Second.

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

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of coal bed nethane unit VC 536054, docket nunber
VGAEOB- 05- 1115-1536. We’d ask the parties that wish to address
the Board in this matter to cone forward at this tine.

JIM KAl SER.  Again, M. Chairman, Jim Kaiser and

Don Hall on behal f of Equitable Production Conpany.
BENNY WAMPLER:  The record will show no ot hers.

You nmay proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, are you famliar with our
application that we filed seeking to pool the unleased
interest in the unit for EPC well nunber VC 526054, dated
Oct ober the 14th, 20057
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unit here?

A
Q

Yes.

Does Equitable own drilling rights in the

W do.

And prior to filing the application, were

efforts made to contact each of the respondent and an attenpt

made to work out an agreenent?

A
Q

Yes.

What is the interest of Equitable that’s

under lease in the gas estate?

A
Q

estate?

B- 3?
A
Q
the gas estate?

A
Q

W have 97.89% | eased.

And the interest under | ease in the coa

100%

And all the unleased parties are set out in

They are.

So, the only unleased interest is 2.11% of

That’s correct.

Okay. All right, and here we don’t have any

unknowns, is that correct?

A

That’s correct.
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Q
t he application,

respondent s?

A Yes.
Q
all unleased interest |listed at
A Yes.
Q
value of drilling rights here?
A Yes.
Q
A We pay a five dollar

termwith a one-

Q

Are the addresses set out

the | ast known addresses for the

in Exhibit Bto

Are you requesting this Board to force pool

Exhi bit B-3?

Now, are you famliar with the fair

mar ket

Advi se the Board as to what those are.

eighth royalty.

I n your opinion

testified to represent the fair

bonus on a five year

, do the terns you j ust

mar ket value of and the fair

and reasonabl e conpensation to be paid for drilling rights

within this unit?

A.
Q

particular unit,

It does.

Ckay. And on this particular well...in this

the Board does need to establish a escrow

account for conflicting clains for purposes to cover

Tracts 1 and 3,

A

is that correct?

That’s correct.
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Q

kay. And who shoul d be naned the operator

under the force pooling order?

A

O > O

the unit?

o > O »

Equi t abl e Producti on Conpany.
And the total depth for this well?
It's 2790 feet.

And the estinmated reserves over the life of

250 mllion cubic feet.
250 mllion?
Yes.

Ckay. And has an AFE has been revi ewed,

signed and submtted to the Board?

A
Q

It has.

In your opinion, does it represent a

reasonabl e estimate of the well costs?

A
Q
conplete well

A

Yes.

Wul d you state both the dry hole costs and

costs for this well?

The dry hole costs is $140,243 and the

conpl eted costs i s $305, 546.

Q
conpl eti on?

A

Do these costs anticipate a nultiple

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

A Yes.

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

A Yes.

JIM KAI' SER: Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER. One, your Exhibit E for gas estate,

you show the ACIN, LLC as | eased. That should be unl eased,
take it.

DON HALL: Well, actually---.

BENNY WAMPLER: O does it?

JIM KAl SER  Good pickup. | was going to ask him

to explain that and I forgot.

DON HALL: Actually, we do have an oil and gas
| ease fromthat tract, but we went back to get a nodification
or ratification to include coalbed methane and they didn’t
want to give it to us in this particular situation. So,
there was sone other things involved, sone other negotiations

and so forth. So, both parties basically agreed to pursue it
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and gas |lease on it.

BENNY WAMPLER

W have an oil

Q her questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: |s there a notion?

BILL HARRIS: Mdtion for approval, M. Chairman.

BENNY WAMPLER: |s there a second?

PEGGY BARBAR:  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, but Donal d
Ratliff.)

BENNY WAMPLER

DONALD RATLI FF:

BENNY WAMPLER

have approval. The next

from Equi tabl e Producti on Conpany for

met hane unit VG 536475.

1537.

Opposed, say no.
I'l11l abstain, Mr. Chairman.
One abstention, M. Ratliff. You

itemon the agenda is a petition
pool i ng of coal bed

Thi s docket nunber VGOB-05-1115-

We’d ask the parties that wish to address the Board in

this matter to conme forward at this tine.
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JI M KAl SER:  Again, M. Chairman, Jim Kai ser and

Don Hall on behal f of Equitable Production Conpany. This is
our second unknown Al bert Hackney heirs pooling.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Hall, you’re familiar with the
application that we filed seeking to pool the unleased
i nterest of the unknown heirs of Al bert Hackney, dated
Cct ober 14, 20057

A Yes.

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

A W do.

Q And prior to filing the application, were
efforts nmade to contact each of the respondents naned in
Exhibit B and an attenpt to work out a voluntary agreenent?

A Yes.

Q What is the interest under |ease to

Equitable in the gas estate in the unit?
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A We have 98. 13% | eased.

Q And al so 98. 13% of the coal estate?

A That’s correct.

Q And the one unl eased party is set out in

Exhi bit B-3?

A That’s correct.
Q So, in both the gas estate and the coa
estate, the part represented by the...l believe it was Tract

5, by the unknown heirs of Al bert Hackney is 1.87%

A That’s correct.

Q Okay. And, again, you’re testifying under
oath that you nade reasonable and diligent efforts including
checking primary and secondary sources to try and | ocate
t hese unknown heirs?

A Yes.

Q Okay. In your opinion...professional...in
your professional opinion, was professional due diligence
exercised to | ocate these people?

A Yes.

Q Ckay. And are the addresses set out in
Exhibit B to the application, the |ast known addresses for
t he respondents?

A. Yes.
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Q Are you requesting this Board to force poo

all unleased interest as |listed at Exhibit B-3?

A Yes.

Q Again, are you famliar with the fair market
value to be paid for drilling rights in this area?

A 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 In your opinion, do the terns you j ust
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A They do.

Q Okay. In this particular case...oh, I'm
sorry.

JIMKAISER: 1I’d, again, ask that the testimony

taken in item 1530 regarding the statutory el ections afforded
unl eased parties be incorporated for purposes of this
heari ng.

BENNY WAMPLER:  That wi Il be incorporated.

Q And in this particular unit, M. Hall, we
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just have a...we don’t have any conflicting claim, but we
have an unknown or unl ocateable interest. So, the Board
needs to establish an escrow account for Tract 5, is that
correct?

A That’s correct.

Q Ckay. And who shoul d be naned the operator

under any force pooling order?

A Equi t abl e Producti on Conpany.

Q The total depth of the well here?

A 2362 feet.

Q The estinated reserves over the |ife of the
unit?

A 330 mllion cubic feet.

Q Are you famliar with the well costs?

A Yes.

Q An AFE has been revi ewed, signed and
submtted to the Board as Exhibit C?

A It has.

Q I n your professional opinion, does that AFE

represent a reasonable estimate of the well costs?
A Yes.
Q Coul d you state both the dry hole costs and

conplete well costs for the Board?
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A The dry hole costs is $130, 738 and the
conpl eted costs is $326, 377.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

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

A Yes.

Q I n your professional opinion, 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 KAI' SER:  Nothing further of this wtness, M.

Chai r man.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

JOSE SI MON.  Motion to approve, M. Chairnman.

BENNY WAMPLER: Is there a second?

PEGGY BARBAR: | second.

BENNY WAMPLER: Mbtion to approve and second. Any
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further discussion?
(No audi bl e response.)

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

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

DONALD RATLI FF: | abstain.

BENNY WAMPLER:  You have approval. W have one

abstention, M. Ratliff. The next itemon the agenda is a
petition from Equitable Production Conpany for pooling of

coal bed nethane unit VC 536612, docket nunber VGOB-05-1115-
1538. 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. Chairman and Board nenbers, Jim

Kai ser and Don Hall, again, on behalf of Equitable Production
Company. This is our second unit we’re pooling Yel | ow
Popul ar Lunber Conpany.

BENNY WAMPLER:  The record will show no others.

You nmay proceed.

DON HALL
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DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q M. Hall, are you famliar with the
application that we filed seeking an order pooling that
unl eased interest of Yellow Popular well VC 5366127

A Yes.

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

A W do.

Q This will be a given. Wat is the interest
of Equitable in the gas estate in the unit?

A 0%

Q And what is the interest of Equitable in the
coal estate in the unit?

A 100%

Q Ckay. And the unleased parties are set out
in Exhibit B-3?

A That’s correct.

Q So, it goes without saying, | guess, that a
100% of the gas estate is unl eased?

A That’s correct.

Q Ckay. And, again, you’re testifying under

oath that reasonable and diligent efforts were nade and al
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ki nds of stuff was checked out as you testified in hearing
nunber 1530 today to try to find sonme sort of successor to
Yel | ow Popul ar ?

A Yes.

Q The addresses set out in Exhibit Bto the
application, the |last known addresses for the respondents?

A They.

Q And you’re requesting this Board to force

pool all unleased interest listed at Exhibit B-3?

A Yes.

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

A Yes.

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

A They do.

JI M KAl SER: Again, Mr. Chairman, I’d ask that the
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el ection options afforded the unl eased party as pointed out
in hearing 1530 be incorporated for purposes of this hearing.

BENNY WAMPLER: It will be incorporated.

Q And in this particular case, M. Hall, we
have bot h an unknown/ unl ocateable and a conflicting claimto
Tract 1, which basically represents the entire unit. So, al
the...the Board wll need to establish an escrow account to
escrow all the royalty involved in this unit, right?

A That’s correct.

Q Ckay. And who shoul d be naned the operator

under the force pooling order?

A Equi t abl e Producti on Conpany.

Q And the total depth for this proposed well?

A 2269 feet.

Q And the estimted reserves over the life of
the unit?

A 230 mllion cubic feet.

Q Are you famliar with the well costs?

A Yes.

Q Has an AFE has been revi ewed, signed and

submtted to the Board as Exhibit C?
A. It has.

Q I n your professional opinion, does his AFE
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represent a reasonable estimate of the well costs?

A It does.

Q Coul d you point out both the dry hole costs
and conplete well costs for this well?

A The dry hole costs is $109,567 and the
conpl eted costs is $252,522.

Q I'm sorry, 3527

A 352, 552.

JIM KAl SERE  Have | got that wong on the

application?

BENNY WAMPLER: 1It’s wrong on the application.

JIM KAI SER: Yeah, I’'ve got 522.

Q So, the AFE reflects 5527
A Yes.

JIM KAl SER: Okay. I’'m sorry. It should be 552.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

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

A It does.

Q I n your professional opinion, wuld the

granting of this application be in the best interest of
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conservati on,

correlative rights?

A. Yes.

JIM KAISER.  Nothing further of this w tness at

this time, M. Chairmn.

Boar d?

BENNY WAMPLER:  Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

BILL HARRIS: | nove for approval.

JOSE SI MON: 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, but Donal d
Ratliff.)
BENNY WAMPLER.  Opposed, say no.
DONALD RATLIFF: 1’11 abstain, Mr. Chairman.
BENNY WAMPLER:  You have approval. One
abstention, M. Ratliff. Finally on the agenda is the
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m nutes fromthe | ast hearing.

JIM KAl SER:  Just for a second.

BENNY WAMPLER: Yes.

JIMKAISER. Could | ask...and | probably

shoul d. ..l should have asked this when we first started out

today, but is it possible to...we’ve continued---.

BENNY WAMPLER:  Twent y- one.

JIM KAISERE  Twenty-one | definitely want to

continue until December. We’ll be ready to go then. He must
have just had some kind of conflict as to why he couldn’t be
here today. He’s got a lot of drilling supervision that he’s
doing and stuff and I know he wants to get that one pool ed.
And we also filed for the Decenber docket for Hard Rock to
pool wells thirteen and fourteen. But as far as this item
nunber one goes, is it possible to take that on out to |ike

January instead of putting it on December because it’s going

to take a while to resolve that one, | think?

BENNY WAMPLER: That’s all right. We’ll nove it to
January.

JIM KAl SER: 0Okay. 1I’11 just clear it off the
Decenber docket. Thank you.

BENNY WAMPLER. Ckay. The m nutes have been...|

thi nk the m nutes have been previously distributed. A notion
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to approve?

DONALD RATLIFF: | nove that we approve the

m nutes, M. Chairnman.

PEGGY BARBAR: I’11 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. W have approval of the m nutes.

Anyt hing further by any Board nenber?
(No audi bl e response.)

BENNY WVAMPLER M. W/ son?

BOB WLSON: 1I’d just ask everybody to hang onto

the itens that were carried forward and, M. Simon, I’11 get
you a copy of the ones that cane fromlast tine.

BENNY WAMPLER:  Al'l right. Thank you.

JIM KAl SER: Everybody remember we’re a week early

next nonth.

BENNY WAMPLER:  That concl udes the heari ng.
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STATE OF VIRAG NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed under ny supervi sion.

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

Decenber, 2005.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2009.
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