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BENNY WAMPLER: Ckay. Good norning. W' re about

ready to get started. | would tell you that these are not
m crophones that will project our voices. These are recording
devi ces for the stenographer over here. Wat we would |ike you
to do now, i f you have cell phones, please cut those off or pages
and things that disrupt the hearing. Understand that we
need. .. we need not to have t hat nmessing up our recording. W’I|
call the...nost of you have a copy of the agenda and we’' || cal
t hose. Wien we’'re talking you'll haveto...what I'l| dois call
t he particul ar case and I’ | | ask anybody t hat wi shes to cone down
and address t he Board, you’ Il have an opportunity to do t hat when
you hear your case call ed, okay.

My nane i s Benny Wanpl er. |’ mDeputy Director for the
Vi rgi nia Department of M nes, Mnerals and Energy and Chai r nan
of the Gas and G| Board. |’I| ask the Board nenbers tointroduce
t hensel ves starting with Ms. Quillen.

MARY QUI LLEN. Mary Quillen, Director for Academ c

Graduate Prograns for the University of Virginia here at the
Sout hwest Center. |’ma citizen representative.

PEGGY BARBAR: Good norning. Peggy Barbar, Dean of

Engi neeri ng at Sout hwest Virginia Comunity College. |1'ma
publ i ¢ nmenber.
BILLHARRIS: ['mBill Harris. [|I’monthe faculty at

Mount ai n Enpire Conmunity College. |I'ma citizen nmenber fron




W se County.

SHARON PI GEON: 1’ m Sharon Pigeon with the Ofice of

t he Attorney Ceneral.

BOB WLSON: |'mBob Wlson. |'mthe Director of the
Di vi sion of Gas and G| and Principal Executive to the Staff of
t he Board.

BENNY WAMPLER:  Thank you. The first itemon the

agenda today i s a petition fromEquitabl e Producti on Conpany for
repool i ng of coal bed net hane unit VC 536616. This is docket
nunber VGOB- 05-1115-1532-01. W' d ask the parties that wishto
address the Board in this matter to cone forward at this tine.
(Donnie Ratliff enters the room)

JI' M KAl SER: M. Chairman and Board nenbers, Jim

Kai ser representing Equi tabl e Producti on Conpany. Again, we're
goi ng to ask that these first four itens be continued. There
i s an agreenent apparently in place in principal between the
three parties. Apparently, at |east one party has signed it.
So, hopefully, next month we’ll be able to w thdraw these.
TIM SCOIT: It’s on its way.

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

BENNY WAMPLER: M. WIson.

BOB WLSON: At the risk of upsetting sonebody here,
we' ve carried this one forward for six nonths. | would like to

suggest that the Board at nost give this one nore shot. It’s




costing us close to $1500 a month to publish this docket now.
And we’ ve probably spent close to a $1, 000 just republishing
t hese itens for thelast six nonths. | think we need to probably
set a deadline as to when it gets wapped up so that we can get
it off the docket.

JIMKAISER | don’'t have any problemw th that.

TIM SCOTT: That's fine.
BENNY WAMPLER: Next nont h?

JI MKAI SER.  Yeah. Ei t her we hear t hemnext nont h or
Wi t hdr aw t hem next nont h.

BENNY WAMPLER: Ckay. They are conti nued.

JIM KAISERE Do you want nme to do ny ot her

housekeepi ng?

BENNY WAMPLER:  Yes, please. The first four itens on

t he agenda, Board nenbers, are continued until next nonth.
JI MKAI SER. Itemnunber ei ght, whichisinthe mddle
of all of CNXs petitions, if the Board deens it okay, we could
nove that to the start of Equitables, which would be after
sevent een, which is an ECG petition, to just kind of keep things
novi ng.

BENNY WAMPLER: Move to after seventeen?

JIM KAl SER:  Yes, sir.

BENNY WAMPLER: Ckay. All right.

NORVAN RASNAKE: My | object? 1've got sonmething to




do. Itemeight is ne.

JIMKAISER. |If he’s in a hurry to get out of here,

| don't care.

BENNY WAMPLER: Let ne try a different...different

tact. Do you m nd CNX having them go ahead?
MARK SWARTZ:  No.

BENNY WAMPLER:  Ckay.

JI' M KAl SER: So, we'll let...then item nunber

twenty-five 06-0516-1641-01---.
BENNY WAMPLER:  Yes.

JIMKAISER ---1"d like to withdraw that one.

BENNY WAMPLER. Al | right.

JI MKAI SER. | temnunber twenty-ni ne 06- 0815-17081'd
| i ke to withdraw t hat one.

BENNY WAMPLER: Al right.

AUDI ENCE MEMBER: Sir?

BENNY WAMPLER:  Yes.

AUDI ENCE MEMBER: | didn’t think you would get down

that far that quickly. Twenty-nine is mne. M attorney has
not got here yet. Could I ook right quick, please?

BENNY WAMPLER: Can you do---7?

AUDI ENCE MEMBER: (I naudible) is that part of it,

pl ease?

JIM KAISER:  Yeah, | think that...they' re in that




unit. But we’'re going to wthdraw that one.

BENNY WAMPLER: He’'s withdrawi ng the petition, sir.

AUDI ENCE MEMBER:  COh, okay.

BENNY WAMPLER: It’s not going to be heard today.

AUDI ENCE MEMBER:  Ckay.

JIMKAISER  Then last itemthirty-tw 06-0815-1711,
Wi t hdraw t hat one t oo.

BENNY WAMPLER.  All right. GCkay. 1’mgoing to go

ahead and---.
TIM SCOIT: M. Chairman---.
BENNY WAMPLER: | f you have an agenda ignore it for

a f ewm nut es because what we’re goingtodois goto nunber eight.
TI M SCOTT: M. Chairman.
JIM KAI SER.  Don is not here.

TIM SCOIT: | need to ask a question. This is a
housekeepi ng matter for two matters that we heard | ast nonth for
Pi ne Mount ai n.

BENNY WAMPLER:  Ckay.

TI M SCOIT: W have achieved a 100%1I easing in those
two files.

BENNY WAMPLER ~ Ckay.

TIMSCOIT: | talkedto M. WIson about it. To avoid
goi ng to the expense of having an order and then a suppl enment al

order and el ection letters goout, isit...l"mgoing to ask the




Board’ s advice on this to have these di sm ssed because we have
a 100% | eased on these two units. |Is that possible?

BENNY WAMPLER: That woul d be t he appropri ate acti on,

yes.
TIM SCOTT: Ckay.

BENNY WAMPLER: Wi ch ones are you---?

TIMSCOIT: It’s O...let’s see, 1686 and 1687 from
| ast nonth. W' re just on the verge of getting a | ease signed
when we had the hearing, but we didn’'t want to take the chance
t hat we woul d not have t hat done before t he hearing. But we have
a 100% | eased now in both units.

BENNY WAMPLER:  They’re not on here this time, right?

TIM SCOTT: No, sir, they're not.
BENNY WAMPLER: Ckay. All right.

TI M SCOIT: kay, very good.

BENNY WVAMPLER: But we’ d just dism ss those froml ast

nont h.

TI M SCOIT: Thank you.

BENNY WVAMPLER: Ckay. Al right. Mark, his wi tness
i s not here to do nunber eight. So, we' Il go ahead and have you

cone on down.

MARK SWARTZ: (Ckay.

BENNY WAMPLER:  |’msorry, sir. Hs witness isn't

here yet, so we can’'t do that right now W'’IlIl call it as soon




as we can though.

JI M KAl SER:.  Thank you.

BENNY WAMPLER:  Thank you. The next itemon the

agenda is a petition...this is nunber five, if you re | ooking.
A petition from CNX Gas Conpany, LLC for a pooling of coal bed
nmet hane unit 0-76. This is docket nunber VGOB-06-0620-1647.
W' d ask the parties that wishto addressthe Boardinthis matter
to cone forward at this tinme. Good norning.

MARK SWARTZ: Mark Swartz and Les Arrington.

Actually, this one we are...we are negotiating with the
respondent in ternms of trying to resolve our differences.
woul d li ke to continue this again. This was filed originally
in June, so we're not six nonths down the road.

BENNY WAMPLER: Ckay. This will be continued. Any

ot her housekeeping for yours?

MARK SWARTZ: Yes. Wth regard to nunber fourteen,

we’' ve | eased everyone now between filing and today. So, that
can be di sm ssed.

BENNY WAMPLER: Ckay. That’s docket nunber

\VVGOB- 06- 0815- 1695 has been di sm ssed.
MARK SWARTZ: That’'s it.

BENNY WAMPLER:  Al'l right. The next itemon the

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

coal bed nmet hane unit A-19. This is docket nunber




VGEOB- 06- 0718- 1666. W’'d ask the parties that wish to address
the Board in this matter to come forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no others. You

may proceed.

MARK SWARTZ: You need to swear the w tness.

(Leslie K. Arrington is duly sworn.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Coul d you state your nane for us?

A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany, LLC.

Q Do you have a title?

A Manager of environnmental and permtting.
Q And generally what do you do?

A Well locations, permtting and the pooling
appl i cations.

Q Wth regard to A-19 that we’'re tal king about
t oday, were you t he person who either did or supervised putting

t oget her the notice, the anended notice, application, anmended




application and rel ated exhibits with regard to this?

A Yes, | was.

Q kay. And, in fact, you were the person that
si gned the notice, the application and the affidavit of due

di ligence, is that correct?

A Yes, | was.

Q kay. This is a force pooling application?
A Yes, it is.

Q Ckay. Wio is the applicant?

A CNX Gas Conpany.

Q s CNX Gas Conpany, LLC a Virginia Genera

Par t ner shi p?

A Yes, it is.

Q kay. Is CNX Gas Conpany aut horized to do
busi ness in the Commonweal t h?

A Yes, it is.

Q Who is it that the applicant is requesting be
appoi nted the Board s operator if this pooling application is
approved?

A CNX Gas Conpany.

Q And in that regard, has CNX Gas Conpany,
Limted registereditself with the Departnent of M nes, M neral
and Energy?

A Yes, it has.




Q And does CNX Gas Conpany, LLC have a bl anket

bond file as is required by |aw?

A Yes.

Q Wth regard to this application, this was
originally set for hearing, | think, in July if |1’ m not
m st aken- - -.

A Yes.

Q ---because it has got an 0718, okay. And it

was continued until today, right?

A Yes.

Q And in the neantine, you filed an anended
notice of hearing and application, correct?

A Yes.

Q And so that is what should be on the Board’s
radar when they’' re | ooking at---.

A Yes.

Q ---paperwork. In addition today, | think we
have sone revised exhibits with regard to A-19.

A Yes, we do.

Q You probably need to pass those out.

(Leslie K. Arrington confers with Mark Swartz.)

MARK SWARTZ: Do you have...did Anita pass those out

al ready, the revised A-19?

BENNY WAMPLER:  No.




(Leslie K. Arrington confers with Mark Swartz.)

MARK SWARTZ: Todd, could you go find Anita and tell

her that we need those and get that organized. W'’I|| proceed
Wi th the other testinmony until we catch up with her.

Q Wthregardtothisunit, it’s obvious that you
have | eased a substantial portion of the unit fromthe

application---?

A Yes, we have.

Q ---correct?

A Uh- huh

Q What have been | ease terns that you have

of fered, in general, to the people that you have been able to
| ease?

A For a coal bed net hane | ease, it’s a dollar per
acre per year with a five year paid up termand a one-ei ghth
production royalty.

Q Ckay. And woul d you recomrend those terns to
t he Board to be inserted in any order that they m ght enter with
regardtothe terns t hat peopl e who wer e deened to be | eased woul d
be subject to?

A Yes, it woul d.

Q kay. The...actually, as we | ook at the |ist
of anmended exhi bits here or revised exhibits, they all pertain

to receipts and publication it |ooks |ike?




A Yes.

Q kay. And that would be sonething...do you
know whet her or not those have been filed with M. WIson?

A Yes, they are.

Q Ckay. And they don’t involve the substantive
percent of the unit |eased or those sorts of issues?

A No. We actually had the name wong in the
notice of hearing and the application.

Q Ckay. So, basically, you filed anended
noti ces and t he Board obvi ously has a copy of the anended notice
of hearing?

A Yes.

Q Ckay. Wiat didyoudotonotifytherespondent
t hat there was a hearing today?

A W mailed by certified mail return receipt
requested on July the 20th, 2006 and published in the Bluefield
Dai |l y Tel egraph on July the 26th, 2006.

Q Okay. And have you filed proof withregardto
that mailingandwithregardtothat publicationwith M. WI son?

A Yes, we have.

Q Okay. And essentially when we were first
here, the respondents were Mark Wel ch and Carol Wl ch, correct?

A That’s correct.

Q And you were asking to dism ss thenf




A That’s correct.

Q And to show as the sol e respondent whon?

A Eagl e Coal Corporation.

Q Okay. And that’s who was renoticed?

A Yes.

Q And that’s who you published?

A Yes.

Q kay. Wthregardtotheinterest that you ve

been able to obtainin this unit, could you tell the Board what
you’ ve | eased and what you' re seeking to pool?

A Yes. We've |eased 99.1923% of the coal, oi
and gas owner’s cl ai mto coal bed net hane. W’ re seeking to pool

0. 8077%o0f the coal, oil and gas owner’ s cl ai mt o coal bed net hane.

Q Have you provi ded a cost estimate to t he Boar d?,
A Yes, we have.

Q And what’s the anmount of that estimte?

A $314, 753.79 to a depth of 2545.43. This well

has been drill ed.

Q kay. What’'s the permt nunber agai n?
There’'s two permts.

Ckay.

6620 and 7470.

kay. This is an Gakwood | unit?

> O > O >

It is.




Q And it’s larger than we nornally see?

A Yes, it is.

Q What’'s the acreage?

A 106. 48 acres and that’s due to the fact that

it’s on the northern edge of the field where it connects to the

Nora Field and it’s nmaking up the additional acreage.

Q To cover the area?
A Yes.
Q Ckay. How many wells are proposed on this

application and where are they | ocated?

A kay. The one well...the well that’s inthis
applicationis drilled. It’s withinthe drilling window. The
second wel |, 74...permt nunber 7470 has not been drilled yet.

Q kay. The...just with regard to costs here,

| was | ooking at your cost estimate, and, you know, this is a
[ittle higher than we normally see, the 314,000, correct?

A Correct.

Q |’d just direct your attention to the first

three itenms and if you' d share those nunbers with the Board.

A Up in that area, | wll first say that it was
a substantially |onger access road to get back in there. |If
you' | | notice that such as the site preparation it was $57, 000.

Normal |y, we have sonething |i ke 35,000 to 40,000. O course,

si nce the road was nuch | onger, gravel was a bit higher




Q Okay. And just for gravel, what was the
nunber ?
A $22, 000.

Ckay. And that’'s...that’s in bold, so those
are actual nunbers?
A Yes...yes, those are.
Q And t hen you’ ve got an estimate for survey and
permts of?
A $9, 140. Again, we hadn’t been in that area.
Q Is it your view that the primary reason that
this is of |larger nunber than we normally see for a well cost
estimate is the road and site issue?
A Yes, it is.
Q kay.

BENNY WAMPLER: Let ne ask a question at this tine

before you leave this. This is a well costs estimate for
permt...for the permt nunber 6620, is that correct?

LESLI E K. ARRINGTON:  Yes, it is.

BENNY WAMPLER:  And not for 74707

LESLI E K. ARRINGTON: No, sir.

BENNY WAMPLER: And howis 7470 i nvol ved in this case?

LESLIE K. ARRINGTON: In this case...at this point,

it is not.

BENNY WAMPLER: Ckay. Thank you. Go ahead.




Q s it your opinion that the drilling of this
wel |, which is under consideration today, and the | ocation and
cost of this well as di scl osed by the applicationis areasonable
pl an to devel op the coal bed net hane under this unit?

A Yes, it is.

Q kay. Is one of the reasons that you're
proposing two wells is the fact that the unit is |arger than we

normal |y see...significantly |arger?

A VWll, that and plus in the 80 acre...in that
area we're infill drilling.
Q | understand. But one of the additiona

reasons is this---?

A Yes.

Q ---is 25% bigger than we normally see it?

A Yeah, it is.

Q | f we conbi ne your | easi ng where you’ ve | eased

over 99%of the coal bed net hane cl ai ns of oil and gas owners and
coal owners with the pooling order pooling Eagle Coal

Corporation, is it your opinion that the correlative rights of

al | owners and claimants will be protected?

A Yes, they wll.

MARK SWARTZ: | believe that’s all | have, M.
Chai r man.

BENNY WAMPLER: Did you find the other information?




LESLIE K. ARRINGTON: W need to let Anita explain.

MARK SWARTZ: COkay. |’mnot sure we need to explain
it. | was |ooking for sone substantive exhibits and they al
pertainto notice. So...whichl...whichl triedtoindicate in

tal king to Les. But you have the anended notice of hearing, |
know, in your packet and the additional anmended itens sinply
pertained to mailing further receipts to Eagle Coal and
publication, which is stuff that we normally file with M.

W | son, which is why we didn’t have extra copies for you all.

SHARON PIGEON: Did you say you' re dism ssing the

Wl ches?
MARK SWARTZ: Yes.

SHARON PI GEON:  They're the only ones?

MARK SWARTZ: They were the only ones originally.

W' re di smissing themand substituting Eagle Coal, who when we
renoticed, that’'s who mailed to.

BENNY WAMPLER ~ Ckay.

SHARON PI GEON:  But we don’t have anything in our

packet .
MARK SWARTZ: No. That gets filed with Bob, whichis

why | was | ooking for it and we didn’t have it for you.

BENNY WAMPLER: (Okay. Questions fromnenbers of the

Boar d?

Bl LL HARRI S: M . Chai r man.




BENNY WVAMPLER M. Harris.

BILL HARRI'S: Just one quick question. Les, you

ment i oned sonet hi ng about a second wel|l and I know you di d al so.
I’ma little confused about that.

LESLI E K. ARRI NGTON:  Yes.

BILL HARRI'S: \What...what happening---7?

LESLI EK. ARRI NGTON: Therew || be second well wi thin

this unit, whichis already permtted. But at thetine this was
submtted, it wasn't there, and | didn't include it in it.

BILL HARRI'S: So, approxinmately, whereis it | ocated?

Do you know?
LESLIE K. ARRINGTON: No. Hopefully, it’s on the

map. |I’mnot sure if it is.

MARK SWARTZ: It’s not on this map.

LESLIEK. ARRINGION: It’s not goingtobeontheplat.

Bl LL HARRI S: No, it'’sonit. But relative to this,

| mean, could you just sort of give us an idea?

LESLI E K. ARRI NGTON: | would...l would assune it’s

i n the northeast corner because that’s where ny road i s com ng
in. | believe, that is where it’s at.

BILL HARRIS: Ckay. So you won’t have to do

si gni ficant construction---?

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

Bl LL HARRI S: ---for that one?




MARK SWARTZ: Wl |, | think we need to be 600 f eet away

too, if |I’mnot m staken.

LESLIE K. ARRINGTON: That’'s right. 1 believe,

it’'s---.

MARK SWARTZ: Well, I'’mjust confirmng that.

BILL HARRI'S: Ckay. Thank you.

MARY QUI LLEN: M. Chairnman, | have one question.

BENNY WVAMPLER:  Ms. Qui l | en.

MARY QUI LLEN: The permt 7470 is the one that refers

to this other well that is not on the plat that you said had
nothing to do with this petition, is that correct?

LESLIE K. ARRINGTON: That's correct.

MARY QUI LLEN: Thank you.

LESLI E K. ARRINGTON: And | do have that. | can point

it out by the publication. The second well | ocation,

A- 19 i s down here and t he second wel | | ocationis tothe northeast
nore...you can see the...seethat little road that projects off
t he---.

BILL HARRIS: There’'s a little fork, yeah, that

projects to the right.

LESLI E K. ARRI NGTON: Yeah, that's where it’'s at.

BILL HARRI'S: Ckay. Thank you.

BENNY WAMPLER:. M. W/ son, do you have---7?

BOB WLSON: Yes, sir. | have the sane question |




t hi nk we have di scussed before. How does the second well fit
into elections on this force pooling?

MARK SWARTZ: Well, if it’s not in the application,

it’s not in the election. So, they're getting---.

BENNY WAMPLER:  It’s not a part of this. You would

have to cone back.

LESLI E K. ARRI NGTON: W' d have to come back.

BENNY WAMPLER: That’s why | was getting the

clarificationand Ms. Quillen was getting aclarification. Any
ot her questions from nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No. Well, actually, yes. Just to

observe that there is no escrow requirenent.

BENNY WAMPLER: COkay. |s there a notion?

PEGGY BARBAR  Motion to approve.

Bl LL HARRI S: 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.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next itemon




t he agenda is a petition fromCNX Gas, LLC for pooling coal bed
met hane unit G 9. This docket nunber VGOB-06-0718-1667. W

woul 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.

BEN STREET: Good norning, Ben Street. | represent

M. Md othlin.
M CKEY McG.OTHLI N:  Good nor ni ng.

BEN STREET: M. Chairman, we’'re going to be noving

for a conti nuance. W broached this issue w th opposing counsel
| ast week. We really never got a chanceto followup with them
So, |'"mnot sureif they'reobjectingor if they rein agreenent.

MARK SWARTZ: | don't really renmenber a request for

A conti nuance.

LESLIE K. ARRINGTON: O her than your email ?

BEN STREET: Yes, sir.

LESLI E K. ARRI NGTON: Let’s see, | emil ed...

responded back, didn’t |, and gave you sonme nunbers?

BEN STREET: That was the first email. Then

responded back and said we have sone clarification issues and
wondered i f you all would agree to continueit. | haven't heard
back. That’'s what the other one was.

LESLI E K. ARRINGTON: Okay. | don’t m nd continuing

it. Let ne explain. You probably emailed nme back either




Thur sday or Fri day.
BEN STREET: Yes, sir, | believe that’s right.

LESLI E K. ARRI NGTON: | " ve had no enni | ed si nce t hen.

MARK SWARTZ: They’ ve noved and t heir network i s down.

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

BEN STREET: Ckay.

LESLIE K. ARRINGTON: And that’s not a problem

BENNY WAMPLER:  And your phones are down too, right?

You can’t---.

LESLIE K. ARRINGTON: Yes, they are.

BENNY WAMPLER: W tried that too.

LESLI E K. ARRI NGTON: Yes, they have been ever since

t hen. But they are operational today.

BEN STREET: And, M. Chairnan, there’'s sone ninor

problens | think with the exhibits that we’re trying to correct
and per haps di scuss an arrangenent. So, if that’ s agreeabl e to,
Your Honor or the Board, we'd ask that it be continued.

MARK SWARTZ: Actually...actually, | think the

exhi bits have been strai ghtened out and we’ll give you a set of
t hose before you | eave.

LESLIE K ARRINGTON: Anita will review those

exhibits with you before you | eave. She has copy for you.

BEN STREET: Very good.

BENNY WAMPLER: Ckay. So, this itemis continued.




LESLI E K. ARRI NGTON: Conti nued, yes.

MARK SWARTZ: Right.

BEN STREET: Thank you.

M CKEY McGLOTHLI N:  Thanks.

MARK SWARTZ: Make sure you get those exhibits before

you | eave here. Actually, I’'ll give you ny copy. Here you go.

LESLIE K. ARRINGTON: She has got an extra one.

BENNY WAMPLER: |’ m going to go ahead and get

Equi t abl e now anyway to accommpdate the gentleman, if that’'s
okay.
LESLI E K. ARRI NGTON:  Ckay.

MARK SWARTZ: Ckay. All right. No problem

JIM KAISER:  Are you just going to do eight?

BENNY WAMPLER: Yes. |’'mjust going to do one and

t hen bring you right back. The next itemon the agenda is a
petition fromEquitable Producti on Conpany for pooling coal bed
nmet hane unit VC-536596. This is docket nunber
VGOB- 06- 0718-1678. 1t’s nunber eight, if you re | ooking on
here. So, thisis yours, if youll come forward. W’d ask any
parties that wish to address the Board in this matter to cone
forward at this tine.

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

Kai ser and Don Hall on behal f of Equitable Producti on Conpany.

|’ ve got a revised set of exhibits to hand out.




BENNY WAMPLER ~ Ckay.

(Ji m Kai ser passes out revised exhibits.)

JI M KAl SER: For the Board's recollection, this

matter was heard | ast nont h.

BENNY WAMPLER: Let ne stop you and get themto state

t heir nanme for the record first. | need you to state your nane
for the record, please.

NORVAN RASNAKE: My nane is Norman Rasnake.

BENNY WAMPLER:  Nor man Rasnake. Ckay, na’ anf

PATSY RASNAKE: |’ m Pat sy Rasnake.

BENNY WVAMPLER: Al |l right. Thank you. Go ahead, M.

Kai ser .

JIMKAISER.  To refresh the Board’ s nenory, this

matt er was on t he docket |last nonth. It involves Tract 6, which
are different sets of the N D. Rasnake Heirs and a coupl e of
t he Rasnake Heirs did showup. W had | think at that tine al nost
al | of themlisted as unknown. Then Equitabl e’ s | andman wor ked
Wi th the Rasnakes to try to get a conplete list of all of the
heirs and the work that we’ ve done is reflected in this revised
set of exhibits. Wy don’t you give M. Rasnake one of those.
The Tract 6 represents .13%of the unit and .22 gross acres in
the unit. W would ask that, obviously, they be allowed to

addr ess what ever concerns they have. Unless the Board deens it

necessary, | don’t see any reason to go back through all the




testi nony. W didgoahead and do all of thetestinony | ast nonth
in anticipation of getting this strai ghtened out this nonth.

BENNY WAMPLER: G ving the notice and everythi ng.

JIMKAISER Right. Gve themnotice first.

BENNY WAMPLER:  Yes. And you’ ve done that?

JI M KAl SER:  Yes.

NORMAN RASNAKE: Wl |, the sane deal it was the ot her

tinme i s the runaround because right now !l just got a phone call

fromlllinois that 1’ve got a certified letter up there and I’ nm
down here. | don’t know what’s in it. So, what am |’ m goi ng
to say when |’ mhere. Watever they sent neis certified. It’s
waiting on me in Illinois and I'’msitting down here.

PATSY RASNAKE: The last tine | tal ked to soneone, |

toldthem ..| | eft nessage because | cal | ed back and t hey weren’t
there and told themnot to nail anything, we were com ng down
there. | didhave aquestionabout it too because on his property
he has two pieces of land. H's one piece 12 acres i s owned on
hi s own. \Wen he di d say he was going to...they did send a second
paperwork out to himafter the July neeting. They conbined his
ot her 12 acres with the ot her percentage of the heirs that aren’t
Wi ththe 12 acres. So, it hadatotal of 12.56 on hi s | ease paper.
But they...it has still got the same drill nunber on there or
t he same net hane unit nunber on there. |If the piece of land is

further down wouldn't it have to be anot her net hane unit nunber




on t he paperwork and there is only one |listed on the paperwork,
t he same one that’s on here? | knowif the land is far apart
i f you can have the sanme nethane unit on different pieces of
property.

NORVAN RASNAKE: There’'s four mles different

bet ween. .. on cone froma granddad one way and one froma granddad
t he ot her way. Rasnake, S-N-A-K-E and not NI-CK  Told ne,
‘“Oh, we’ve got four signatures and we’ll doit anyway.” | said,
‘No, youwon’t doit. Thisisnylandis ny land. It ain’'t got
nothing to do with what’s in the estate because ny |and, |’ ve
bei ng payi ng taxes onit since 1950.” They' retryingto conbine
my 12 acres with the half acre.

BENNY WAMPLER: Ckay. W' |l need to get you sworn,

M. Hall.
(Don Hall is duly sworn.)
BENNY WAMPLER. Do you want to go ahead and try to

cl ear that up?
JIMKAI SER.  Yeah. M. Hall, do you want to clarify
what they may be tal king about? | think what we’re | ooki ng at
is a lease in one case and a force pooling in application in
anot her case.

DON HALL: That’s correct. | think M. Rasnake does
have sonme acreage other than what’s in this unit that we’'re al so

trying to | ease.




JIM KAl SER.  So, in other words, both...the acreage

t hat woul d be inthis unit and his acreage that’s not conti guous
Wi th this unit was i ncludedinthelease offer. Whereas, the only
thing that would be in the force pooling application would be
t he acreage that’'s in this unit.

DON HALL: That’s correct.
JIM KAl SER:  Ckay.

NORMAN RASNAKE: They was going to give ne $17 for 12

acres, is what ny paperwork said.

PATSY RASNAKE: | think that’s like a five year plan

is what |I...when | read it, that’s the way | understood it.
DONHALL: $17 an acrefor...$17 an acre on afive year
| ease i s what the | ease woul d have been

PATSY RASNAKE: But we don’t understand why both

pi eces of land arelistedw th only one nethane unit tobedrilled
on. How can they give us that? Wuldn't they have to |ist
anot her nmethane unit on it?

NORVAN RASNAKE: You can’t...you can’t drill two

hol es.

DON HALL: Well, this smaller tract that he’s an heir
inisin...isinthe unit that we’'re dealing with now. But he
owns. . . but he owns acreage el sewhere that we al so want to | ease.
So, it was included as part of that | ease.

JI M KAl SER:  See, you have two different pieces of




paper actually. You have a | ease---.

NORVAN RASNAKE: Yes, but you’' re guys are conti nuing

stuff and t he Chai rman of this Committeerejected mne. | wanted

to conbine the two hearings. You had the hearing on the other

case and not on this one. | was out in the hall talking about
t his heirship when they had the other one. | don’t know.  So,
| don’t know what is going on. |I'mout in the cold like I was

t he other tine.

PATSY RASNAKE: Yeah, he...he never got any ori gi nal

paperwork, | guess, on the 12 acres.

NORVAN RASNAKE: | never did get nothing on the 12

acCr es.

PATSY RASNAKE: Then when they conbined it, that’s

when we got the sheet of paper. He never got the original one.
| guess it got sent back, | don’t know.
DON HALL: Wich other unit are you tal king about ?

PATSY RASNAKE: The 12. 10 acres on the ot her | and t hat

you're trying to---.

DON HALL: What well...what unit was that? Wat well
uni t?

PATSY RASNAKE: W don’t know because we never got t he
ori ginal paperwork. |[It’s not |listed on the second paperwork.

It only lists the VC nunber. So---.

DON HALL: We're looking at two different things.




W' re | ooking at---.

NORVAN RASNAKE: You're lookingat...you retryingto

sewne up with heirshipandit’s aclear deed to ne. |’ mpaying
the tax onit. |It’s ny property. It has got nothingto dowth
hei r shi p.

BENNY WAMPLER: W I this go into escrow?

JI M KAl SER:  Yes.

DON HALL: Yes,

BENNY WAMPLER:  So, you know, they couldn’'t sew you

uponit, | cantell youthat, becauseit will beinescrowanyway.

JI M KAl SER:  And what maybe. .. nmaybe what we need to

do i s since his percentage inthis unit is going to be escrowed
and wi Il | be pool ed, then naybe what we need to do is send hin
anot her | ease that does not include this acreage and j ust
i ncludes the 12 acres that he owns on his own?

BENNY WVAMPLER: | think that’ s what is confusing him

You tried...it’s not before the Board. But what they
tried... M. Rasnake, what they’'re...what they re sayingtheydid
i s when they sent you a | ease that they were of fering youto sign
Wi t h t hem not hi ng before us, they conbi ned all of your acreage.
They can’t do that com ng here, okay, and they’'re not...they’ re
not presenting that to us to have that conbi ned.

NORVAN RASNAKE: Well, this is why I'’mobjecting to

it. If |l signit, then|’ve done gave away ny 12 acres when |’ n




gi ving away the half acre. There's a difference. One is from
Gr anddad Rasnake and one is from G anddad M Coy.
BENNY WAMPLER: Wl |, they're saying that’s two

di fferent units.

NORVAN RASNAKE: Not according to ny papers. W

papers say that they tied them both together.
BENNY WAMPLER: But that was a | ease they were

of fering you and not...not trying to deal with a pooling before
the Board. That's two different things.

NORVAN RASNAKE: Wl |, that’s what |1’ mtal ki ng about,

a | ease too. | don’t want sign al ease on both of themtoget her.
| want a...the | eases have got to be separate. They're---.

BENNY WAMPLER: They just offer...they just saidthey

woul d gi ve you a separate |ease for each one. They just told
t he Board that.

NORVAN RASNAKE: Wl |, do you agree that you’ re goi ng

to change that from--?

JIMKAI SER. Yes, sir. |In fact, | was just inforned
by the | andnman that’s handling this well...do you want himto
do the testifying?

BENNY WAMPLER: Let’s get him sworn in.

(Gabriel Rasnake is duly sworn.)
COURT REPORTER: State your nane, please.

GABRI EL RASNAKE: Gabriel Rasnake, | and agent for




Equi t abl e Producti on Conpany.
JI M KAl SER.  Gab, can you explain what you just told
me and why the confusion may exist here?

GABRI EL RASNAKE: First off it was...he's correct on

what the...that 12. 10 acres being sent with this 0.64 acres and
t hen afterwards, after | had talked with his daughters, there
was a | ease sent out for just this and that’ s what he was tal ki ng
about that the certified package that he just---.
JIMKAI SER That's the package that he has up there
t hat he hadn’t received.

BENNY WAMPLER:  You’ ve nmailed that and it was j ust

for---7?

GABRI EL RASNAKE: Ri ght.

BENNY WAMPLER:  ---that one?

JIMKAI SER: |t was a separate | easeto cover just this
acreage. So, we'll be glad to separate them out.

DON HALL: | guess we al ready have.

JIM KAl SERE W al ready have, | guess.

GABRI EL RASNAKE: That’s what we did.

NORVMAN RASNAKE: Does any of you’ uns want to speak?

(No audi bl e response.)

NORVAN RASNAKE: |If you want to speak, come on down
here. 1’|l get up. |I'mable to get up

(No audi bl e response.)




JI MKAI SER:  And thenthe acreagethat...theunit that
the 12 acres would beinis still devel opi ng and we’ re, you know,
trying to |l ease that and then eventually at some point, if it
doesn’t get |eased, we’'ll be back before you to pool it. So,
it wll be two separate units and two | eases and/ or two separate
pool i ng orders.

BENNY WAMPLER: They’ || be another case before the

Board. He's saying they’'re not trying to do---.

NORMAN RASNAKE: Then on this caseis...see the other

case | don’t havenogasrights. Onthis case, themneral rights
bel onged to the Rasnakes. They don’t belong to some conpany.
This is why I’ ve (inaudible) skinny little dab and they’ re goi ng
to get all of the gas out of there and give us a .8 or sone stuff
where we should be like a 50/50 deal. |If they' re getting our
gas, they should pay us for the gas.

BENNY WAMPLER:  Wel |, the 50/50 deal usually conmes up

Wi th a private agreenent between you and...you and whoever the
Ot her. .. the coal owner, if you' rethe gas owner, or sonethinglike
 hat. The Board doesn’t get involved in that.

NORMAN RASNAKE: That’s what |’ mtal king about.

They' retryingtosneak it through nowand not even negotiate with
 he gas owners. They're bringingit in front of you and want to
easetodrill thewell and they haven’t eventalkedtothefamly

yet .




BENNY WAMPLER:  Wel |, | understand they didthat after

t he | ast hearing when you pointed that out.

NORVAN RASNAKE: Wl l, sone of themis here. | don’t

knowwhy they’ re here for thenif they'retryingto find out what
isgoingon. | still yet don’t knowwhat’s going on. |’ mlost.
| "ve been down here twice and | don’t know no nore than | know
before | canme down here the first tine.

PATSY RASNAKE: | did have a question for you. Onthe

ori gi nal paperwork they gave us, the percentage that they had on
t here was .0130 and now on the paperwork it says .0021.

DON HALL: [It’s divided up anong nore people now, |
t hi nk.

PATSY RASNAKE: Ckay. |Is that how they do it then?

DON HALL: Yeah.
PATSY RASNAKE: W thought it was only going to be

di vi ded agai nst the original seven.

BENNY WAMPLER: Did the rest of you hear that?

(No audi bl e response.)

BENNY WAMPLER: He said it was divided up anong nor e

peopl e because they identified additional parties fromthe | east
heari ng.

PATSY RASNAKE: Ckay. So, it’s not the original

seven---7?

JIM KAl SER.  Yeah. There was a whol e bunch of




addi tional people. Yes, na’ am

PATSY RASNAKE: ---children that’'s divided into the

gr andchi | dren now t 00?

JIM KAI SER:  Ri ght.

NORVAN RASNAKE: | object to that. That's illegal.

Dad only had seven ki ds and shoul d only be split one-seventh for
each heirship. One kid...l ve got three kids and I’malive. |
get one share and ny t hree ki ds get no share. The ot her ones have
got nore ki ds and nore kids and it just keeps splitting, splitting
and splitting down here and | get one-sixtieth of a deal.

BENNY WAMPLER: | don’t knowanyt hi ng about that. You

know, all we’'re...all we’'re interested in is naking sure that
everybody that had a right to have notice had notice. Al that
ot her...the other things that you' re nentioning are things that
are outside the jurisdiction of this Board, sir.

NORVAN RASNAKE: Well, | thought the Board was

supposed to control these doods and no Il et themjust drill where
t hey want to.

BENNY WAMPLER: Well, that’'s a different matter

That is fromthe Gas and G| | nspector where they drill and that
can cone before the Board. But we haven’t heard any objection
to where they're drilling. W’ re hearing objections about---.

NORMAN RASNAKE:  You’ ve hearing...you’ ve been heari ng

fromnme. | objected |last July and I’ mobjecting now. | don’'t




want no holes drilled on ny | and.

BENNY WAMPLER: Are you drilling his | and?

DON HALL: No.

BENNY WAMPLER: No, see. They’'renot drillingonyour

| and.

NORVAN RASNAKE: They’'re not drilling now That’s

t he second one com ng up that they tried to attach to this first
one.

BENNY WAMPLER: No, they’'re not. They have to cone

back here again for that. That’s what I'’mtrying to nake you
understand. They have to conme back here again for the
other...for the, what is it, 12 acres or sonething |ike that?

PATSY RASNAKE: 12.10.

BENNY WAMPLER: 12...whatever. They |l be back

again. They can’t just do that here with conbining those two
units. They ve agreed to that.

NORVAN RASNAKE: Well, | still yet...ny question is

about the gas. If we own the gas, | don’'t see why we don’t get
nore of the noney out of what’s com ng out of the ground.

BENNY WAMPLER: Wel |, | don’t know who owns t he coal .

Do you know? Do we’'ve got it here?
PATSY RASNAKE: Standard Banner.

NORVAN RASNAKE: We own the coal ---.

PATSY RASNAKE: Standard---.




NORMAN RASNAKE: ---because we own all the m nera

ri ghts under...under this | and.

BENNY WAMPLER: Wl |, obvi ously, sone other people

t hi nk they do to, Standard Banner Coal .

NORMAN RASNAKE:  Ever ybody t hi nks t hey own ever yt hi ng

t hey have.
JIM KAl SER:  Tract 6, Pine Muntain.

BENNY WAMPLER:  So, that woul d be sonet hing that you

woul d need to---.

NORMAN RASNAKE: Yeah. Arguing w th the coal conpany

j ust i ke l’ marguing w ththe gas conpany. They’ ve got no ri ght
to take the coal out neither. The mneral rights have not been
sold on it.

BENNY WAMPLER: But you need to understand, if we can

make you understand, this Board cannot deci de who owns the
m neral. We don’t make t hose ki nds of decisions. The Courts dg
t hat and not us. W don’'t have the juris...the authority to dg
that. The CGeneral Assenbly |eaves that with the Courts. |
under st and t hat you woul d be argui ng that, but naybe not. Maybs
t hey woul d sign a 50/ 50 agreenent with you. | don’t know.  But
you woul d have to resolve that kind of issue in Court.

NORVAN RASNAKE: Well, | guess, 1’1l just have to go

to Court then.

BENNY WAMPLER:  Thi s Board i s about trying to protect




your interest by havingit inapool until that is decidedis what
we’ re about and getting everyone identified that may have, you
know, a right to any noney fromthat.

NORMAN RASNAKE: Ckay. | guess then, |I'Il just have

to go to the Commonweal th and see what the Judge w Il say.

BENNY WAMPLER:  Yes, sir. On adispute about m neral,

that’s...that’ s what you would have to do if you can’t resol ve
It, you know, working with them one on one.

NORVMAN RASNAKE: Yeah. Well, | guess, that will be

what 1’11 have to dothen. 1’Il just have to get nme a |l awer and
| et the Commonweal th settle it.

BENNY WAMPLER: Ckay. Thank you.

NORVAN RASNAKE: Thank you very much, sir.

BENNY WAMPLER: Do you have anything further?

JIMKAISER:  Yes, M. Chairman. W’d ask that the

application be approved with the revised set of exhibits.

BENNY WAMPLER: Is there a notion?

MARY QUILLEN: Mdtion to approve.

BENNY WAMPLER: Excuse nme one second. Ckay, cone to

order, please. The different nunbers that you had, | don’t think
we di d have that inthe record. She brought up the fact that yod
had di fferent percentages. |If you |l do that before---.
DON HALL: Well, once we...once we...this new

exhi bit---.




JIMKAISER It’s not going to change the | eased and

unl eased.

DON HALL: No, it's not---.

JIMKAISER It’s not going to change the | eased and
unl eased. It’s just goingto changetheinterest of all of thoss

heirs within that tract.

SHARON Pl GEON: Wl I, | had di fferent nunbers witten

down fromthe last tine. Wuld you go ahead and put that in?
JI MKAI SER:  Ckay. M. Hall, at thistinme, what isthe
per cent age under | ease within the gas estate within the unit?
DON HALL: W have 96.5575% | eased.

JIM KAl SER And what percentage of the gas is

unl eased?

DON HALL: 3.4425%
JIMKAISER. And in the coal estate, what percentage
of the unit is under |ease?

DON HALL: 100%

JI M KAI SER.  Ckay. Thank you.

BENNY WAMPLER: Thank you very nuch.

JIM KAl SER  Again, |I’'d ask that the application be

approved with the revised set of exhibits.

BENNY WAMPLER: Is there a notion?

MARY QUILLEN: Mdtion to approve.

BENNY WAMPLER: Is there a second?




PEGGY BARBAR:  Second.

BENNY WAMPLER: Mbtion to approve and a second. Any

further di scussion?
(No audi bl e response.)

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

(Al'l Board nenbers signify by saying yes, but Donni ¢
Ratliff.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval.

DONNI E RATLI FF: | abstain, M. Chairman.

BENNY WAMPLER: One abstention, M. Ratliff. The

next i temonthe agenda, we’ re goi ng back t o CNX her e, nunber ni ne
is a petition fromCNX Gas Conpany, LLC for pooling of coal bed
nmet hane unit BL-111. This is docket nunmber VGOB-06-0815-1690
W' d ask the parties that wishto address the Boardinthis matter
to conme forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no others. You

may proceed.

MARK SWARTZ: M. Chairman, | would like to

i ncorporate M. Arrington’s testinony with regard to the
appl i cant and operator, standard | ease terns and hi s enpl oynent

fromthe first matter that he testified in.




BENNY WAMPLER:  That wi Il be incorporated.

QUESTI ONS BY MR SWARTZ:

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

Q

> O > O

Q

A
Q

supervi si on?

> O »>» O > O

notice of hearing and application with regard to BL-111?

exhi bits you had prepared by yourself personally or under your

Les, you need to give us your name again.
Leslie K  Arrington.

[l rem nd you that you' re still under oath.
Yes.

You don’ t have revi sed exhi bits here, correct?
No.

Ckay. Were you the person that signed the

Yes, | was.

And was t he application and notice and rel at ed

Yes, they were.

kay. Wiat kind of unit is this?

It’s a Mddle Ridge. It’s 58.74 acres.
How many wel |l s are proposed?

One.

Is it a frac well?

Yes, it is.




Q Wereisit locatedinrelationtothedrilling
W ndow?
A. It’s within the drilling w ndow.
Q Ckay. Have you provided a cost estimate with
regard to this well?
A Yes, we have. |It’'s $265,359.19 to a depth of

2727. The permt nunber is 7439.

Q Was it just recently permtted?
A | believe, fromthe nunber.
Q kay. Thereason| askis permt nunber wasn’t

in the application---.

A Yes.

Q ---s0 |’ m guessi ng.

A Yes.

Q kay. Al right. The...would you tell the

coal owners and oil and gas owners and what it is you' re seeking
to pool ?
A. W’ ve | eased 92. 0327%of the coal, oil and gas
owner’s cl ai mt o coal bed net hane. W' re seeking to pool 7.96739
of the coal, oil and gas owner’s claimto coal bed net hane.

Q kay. And what did you do to advise the
respondent s t hat you’ ve named i nthe noti ce of hearingthat thers

was going to be a hearing today?

Board what i nterests you’' ve beenabletoacquireinthisunit from

o




A We nai |l ed by certifiedmail returnrecei pt July
the 7th...July the 14th, 2006 and we published in the Bluefield
Dai |y Tel egraph on July the 19th, 2006.

Q And did you file proofs with regard to
publication and certificates with regard to mailing wth M.
W | son?

Yes, we have.

Q Ckay. Do you wish to add anybody as a
respondent today?

A No.

Q Do you wi shto di sm ss either of the respondentg
you' ve naned---?

A No.
Q ---or | should any of the respondents?

The...as | reviewthe paperwork you filed, I do not see an escr o

requirenent. |Is that true?

A That’ s correct.

Q Isit your opinionthat drillingafrac well in
this Mddle Ridge unit inthedrilling w ndowis areasonabl e way

or reasonabl e pl an t o produce coal bed net hane f romand under thi g
uni t ?

A Yes, it is.

Q And if you conbine a pooling order with the

| easing efforts that you' ve been successful in |easing sonewhat




nor e t han 92%of the unit, isit your opinionthat the correlativse
right of all owners and clai mants woul d be protected?
A. Yes, they woul d be.

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

BENNY WAMPLER:  Questions fromnenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER:  Anyt hi ng. .. anyt hing further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

DONNI E RATLIFF: | nove to approve, M. Chairnman.

BENNY WAMPLER: Motionto approve. |Isthereasecond?

Bl LL HARRI S: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

BENNY WVAMPLER: All in favor, signify by saying yes.

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval.

MARK SWARTZ: Thank you.

BENNY WAMPLER: Next is a petition from CNX Gas

Conmpany, LLC for pooling of coal bed nethane unit G 12. This si
docket number VGOB- 06- 0815-1691. W' d ask the parties that w sh

t o address the Board inthis natter to cone forward at this ti me.




MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: Therecordw | | showno ot hers, you may

proceed.

MARK SWARTZ: 1’'dliketoincorporate M. Arrington’s

testinmony wwthregardtothe applicant and t he operator, standard
| ease terns and his enploynment, if | could.

BENNY WAMPLER: That wi Il 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.
Leslie K. Arrington.

[l rem nd you that you re still under oath.
Yes.

This is a pooling application, correct?
Yes, it is.

Unit G12 is what kind of a unit?

80 acre OCakwood.

How many wells are you proposi ng?

One.

And this one is |located outside the wi ndow?

Yes, it is.
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Wiy is that?




A | believe, thisis an old BBHwell that we have
converted to a CBM
Q kay. Have you provided a well cost estinmate

W th regard to this well?

A Yes, | have.
Q And what is that?
A. It’s $289,822.38. The depth is 2,034 feet.

The permt nunber is 7422.

Q And with regard to this unit, what interests
have you been abl e or the applicant...has the applicant been abl g
to acquire and what interests are you seeking to pool ?

A W' re acqui red 64. 4206%of t he coal , oi |l and gas
owner’ s cl ai mt o coal bed net hane. W’ re seeki ngto pool 35.57949
of the coal, oil and gas owner’s claimto coal bed net hane.

Q Have you listed all of the people that you' re¢
seeki ng t o pool as respondents in the notice of hearing and t hen
again in Exhibit B-3?

Yes, we have.

Q You don’t want to add anybody?

A No.

Q You don’t want to dism ss anyone?

A No.

Q What didyoudotonotifythe peoplethat you' ve

| i sted as respondents that we have a hearing today?

o




A W' ve mailed by certified mail return receipt
on July the 14th, 2006. W published in the Bluefield Daily
Tel egraph on July 19, 2006.

Q And did...have you filed the certificate of
publication that you get fromthe newspaper with M. WIson?

A Yes.

Q And have you fil ed your certificatewthregard
to mailing wth himas well?

A Yes.

Q Is it your opinionthat drilling one frac well
inthis 80acreunit isareasonabl e way t o produce coal bed net hansg
fromthe unit?

A Yes, it is.

Q And is your opinion that if you conbine a
pooling order with the | easing activities that you ve succeeded
in leasing that you will, in effect, protect the correlative
rights of all owners and claimnts to the coal bed net hane?
A Yes, it will.

Q That’s all 1...and lastly, no escrow

requi renent ?

A No.

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

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)




BENNY WAMPLER: Is there a notion?

MARY QUILLEN: Mdtion to approve.

PEGGY BARBAR: "Il second.

BENNY WAMPLER:  And second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval . Next isapetition

from CNX Gas Conpany, LLC for pooling of coal bed nethane unit
N-74. This is docket nunmber VGOB-06-0815-1692. W’ d ask the
parties that wish to address the Boardinthis matter to forward
at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no others. You

nmay proceed.

MARK SWARTZ: 1’'dliketoincorporate M. Arrington’s

testinmony fromthe first hearingthat hetestifiedinw thregard
to the applicant, the operator, standard | ease terns that he' g
recommendi ng and hi s enpl oynent.

BENNY WAMPLER: That wi Il be incorporated.

LESLI E K. ARRI NGTON




QUESTI ONS BY MR

DI RECT EXAM NATI ON

SWARTZ:

Q
A
Q
A
Q

sone revised exhi

o > O »F

pr oposed?
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Q

Les, you need to state your name again.
Leslie K. Arrington.

[l rem nd you that you’re under oath.
Yes.

kay. Now, withregardtothis unit, we’ ve got
bits which are bei ng passed out.

Yes.

kay. Wiat kind of unit is this?

It’s an Gakwood...no, it’s a Nora.
kay. And it contains how many acres?
58. 66.

kay. There’s...how many wells are

One.
And where is that well | ocated?
It’s within the drilling w ndow.

kay. And is it also a frac well?
Yes.

Have you listed all of the respondents that

you' re seeking to pool in the notice of hearing and then again

i n Exhibit B-3?
A

Yes, we did.




Q Do you want to add any peopl e or subtract any
peopl e today? 1Ingivingrevisedexhibits, it |ooks |ike you do.
A Yes. W do want to dism ss one that we’ ve
| eased shown in---.
Q Ckay. If we |ook at Exhibit B-2, having you
i dentified that person?
A Yes, we have.
Q Ckay. And who is it that you have | eased t hat
you would like to dism ss?
A Russel | Stiltner, Jr.
Q kay. Andwhenyoufiledthisapplication, yol
di dn’t have a | ease from himyet?
A That's correct.
Q kay. |Is there anyone el se besides M.

Stiltner that you want to | ease or that you want to dism ss?

A No.

Q Qobvi ously, you want a | ease, yes?

A Yeah.

Q kay. And by dism ssing M. Stiltner, have yol

t hen submtted a revised Exhibit B-3 to delete his nane?
A W have.

Q kay. Are the peopl e whoremainontherevised
Exhi bit B-3, which shows a revision date of 8/ 10/06, are thossg

the fol ks that you' re actually seeking to pool today?




A Yes, it is.

Q kay. And in | ooking at Exhibit A, page two,
whi chisthelast of therevisedexhibits, wouldyoutell the Board
what i nterests, as of today, you’' ve been able to | ease or acquire
and what interests you are seeking to pool?

A. Yeah. W’ ve acquired 99. 4375%o0f t he coal, oil
and gas owner’s cl ai mto coal bed net hane. W' re seeking to pool
0. 5625%o0f t he coal, oil and gas owner’s cl ai mt o coal bed net hane.
Q Ckay. Have you...what didyou doto advisethe
respondents that we were going to have a hearing today?
A. We mailed by certified nail return receipt on
July the 14th, 2006. W published in the Bluefield Daily
Tel egraph on July the 20th.

Q Have you filed the certificate of publication
t hat you get fromthe newspaper with M. WI son?

A Yes, we have.

Q And have you also filed your affidavits and

proofs with regard to nailing with M. WIson?

A Yes, we have.
Q Have you provided a cost estinate?
A Yes. $207,431.45 to a depth of 2377. The

permt nunber is 7370.
Q And it looks like this has been drilled?

A. Yes, it has.




Q Ckay. Now, this one we’ ve got an escrow
requi renent for conflicts, is that correct?

A That’'s correct. Tract 2, 3A and 3B.

Q And that escrow requirenent is reflected in
Exhi bit E that you have tendered to the Board with the

appl i cation?

A Yes, it is.
Q s it your opinionthat drilling one frac well
inthedrilling windowof this Noraunit is areasonabl e plan and

way to devel op the coal bed net hane under this unit?

A Yes, it is.

Q And is it your opinion that if you conbine the
| eases that you' ve been able to obtain with the pooling order
here, affecting roughly a half of a percent, that the correl ative
rights of all owners andclaimantsinthisunit will be protected?

A Yes, they will be.

MARK SWARTZ: That’s all | have.

BENNY WAMPLER: Questions frommenbers of the Board?

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Your Exhibit A page two indicates that
you' re pool i ng coal owners and oil and gas owners. Your Exhibit
B-3 only lists oil and gas ownership...unleased oil and gas

owner shi p.




LESLI EK. ARRINGTON: | believethat shoul donly be oil

and gas owners. That’'s what it appears. It should only be oi
and gas.

MARK SWARTZ: So, what you are saying is the revised

Exhibit B-3 is i ndeed correct?

LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: And the A, page two---7?

LESLI E K. ARRINGTON: A, page two is---.

MARK SWARTZ: ---is wong?

LESLI E K. ARRINGITON:  Right.

MARK SWARTZ: So, we need to strai ghten out revised A,

page two.

BENNY WAMPLER: What about your E...Exhibit E?

Russell Stiltner is no longer a conflicting clainmant.

MARK SWARTZ: Well, | would think he would stay in
conflict.
BENNY WAMPLER: |'mjust asking if he stays there.
LESLI E K. ARRINGTON: Yes. Russell Stiltner
Wi Il -,

BENNY WAMPLER:  He will stay?

LESLI E K. ARRI NGTON:  Unh- huh.

BENNY WAMPLER: Ckay. All right. Questions from

menbers of the Board?

(No audi bl e response.)




BENNY WAMPLER: Is there a notion?

PEGGY BARBAR: Mdtion to approve.

BENNY WAMPLER: Is there a second?

Bl LL HARRI S: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval . Next isapetition

from CNX Gas Conpany, LLC for pooling of coal bed nethane unit
N-76. This is docket number VGOB-06-0815-1693. W’ d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

PH LLIP JUSTICE: |I'mPhillip Justice.

BENNY WAMPLER: (Okay. Therecordw || showno ot hers.

You may proceed.

MARK SWARTZ: M. Chairman, 1'd like to incorporate

M. Arrington’s testinmony fromthe initial hearing that he
testified in today with regard to the applicant and operator,
standard | ease terns and his enpl oynent.

BENNY WAMPLER:  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 you nane for us.

Leslie K. Arrington.

Q [l rem nd you that you re still under oath.
A Yes.

Q Ckay. Wiat kind of unit is in 76?

A Nora. It has 58.66 acres.

Q How many wel | s are proposed to be drill ed here?
A One.

Q And where is it |ocated?

A. Wthin the drilling w ndow.

Q kay. And the...this is a frac well?

A Yes, it is.

Q What did you do to notify folks that we woul d

have a hearing today?

A. We noticed by certified mail return receipt
requested on July the 14th and published in the Bluefil ed Daily
Tel egraph on July the 20th.
Q Have you filed the certificate of publication
t hat you get fromt he newspaper al ong with your certificates with

regard to mailing with M. WI|son?




A Yes, we did.

Q kay. Do you w shto disn ss any peopl e today?

A Yes, we do.

Q Have you identified themin a revised Exhi bit
B- 27

A Yes, we have.

Q And does that require...has that caused sone

revisions as well?
A Yes. The Exhibit B-3 and Exhi bit A-2.
Q kay. Let’slook at Exhibit B-2withregardtd

di sm ssals. You’ ve got a nunber of peopleidentifiedin Exhibit

B-2. Is that correct?

A Yes, we do.

Q And theninthe far right hand corner you ve got
a reason for dismssal |isted?

A Correct, as |eased.

Q And in all instances, withregardto the peopl €

t hat you' re requesting...by listingthemin Exhibit B-2that they
be di sm ssed as respondents in all instances is the expl anati on
or reason for dism ssal that you ve been ableto get al ease fronf]
A Correct.

Q kay. Has...have you then nodified the
revi sed Exhi bit B-3, which shows a revision date of 8/ 10/06, tqg

del ete the people that you' ve got | eases fromthe |list of fol kg




t hat you need to pool ?

A Correct. We do.

Q kay. Andthen|lastly, have you refiguredthe
I nt erest that you need to pool and filed arevised Exhibit A page
t wo?

A Yes, we have.

Q kay. And now, as of today...well, at | east as
of , you know, shortly before this hearing, would you tell the
Board what you’ ve been able to acquire by | ease or purchase and
what it is you re actually seeking to pool today?

A. W’ ve | eased 94. 4385%of the coal, oil and gas
owner’ s cl ai mt o coal bed net hane. W’ re seekingto pool 5.56159
of the coal, oil and gas owner’s claimto coal bed net hane.

Q kay. Have you provided a cost estinate with
regard to the proposed well?

A Yes. |It’s $274,077.85t0 adepthof 2369. The

permt nunber is 5777.

Q kay. And is this well already drilled?
A Yes.
Q And if you wanted to figure out the anmount of

a check that you woul d have towiteto participateinthis unit,
how woul d you do that?
A. The far right hand col unm indi cates your

percent age of interest.




Q And that would be in Exhibit B-3?

A Yeah, Exhibit B-3.

Q Ckay.

A The percent age of interest, you would nmul tipl €

that tinmes the esti mated cost of the well and t hat woul d be your

percentage that you would have to pay up to participate.

Q Wth your election?
A Wth your election.
Q Ckay. And it would be the sanme cal cul ation

t hat you woul d go through to determ ne what your carried nunber
woul d be and then you would nultiple that?

A Yes.

Q Ckay. And if you wanted to get sone feel for
what your royalty interest would be, you woul d take t he percent
of the unit in your...opposite your nane in that |ast col um and
you mul tiple that times twelve and a hal f percent and t hat woul d
gi ve you your royalty interest?

A Yes.

Q Is it your opinion that if you conbine the
| eases t hat you have been successful ly i n obtaining, roughly 95%
of the unit, with the outstanding interest that remain, that al
of the correlative rights of all the owners, whether |eased or
not, woul d be protected?

A Yes, it would be.




Q Ckay.

Is it your opinion that it is a

r easonabl e nmet hod t o produce gas. .. coal bed net hane gas fromthi g

unit todrill a coal bed nethane frac well inthe drilling w ndow

of this Nora unit?
A. Yes.

MARK SWARTZ:

BENNY WAMPLER

That’'s all | have.

Questions fromnmenbers of the Board?

(No audi bl e response.)

MARK SWARTZ:

eSCr ow.

BENNY WAMPLER

her e.

MARK SWARTZ:

| take that back. W need to address

You’' ve got sone address unknowns in

Well, we’ve got a couple. W’ ve got an

Exhibit E. So, we’ ve go sone traditional conflicts, right,

in---7

LESLI E K. ARRI

NGION:  Yes.

MARK SWARTZ:

LESLI E K. ARRI

---in Tracts 1 and 57?

NGTON: Yes.

MARK SWARTZ:

addresses in Tract---7?

LESLI E K. ARRI

And then we have a coupl e of unknown

NGTON: 4.

MARK SWARTZ:

BENNY WAMPLER

And that is all | have.

Yes, sir.

PH LLI P JUSTI CE: M. Chairman, we're not here to




di spute anything. W’ rewantingto put ontherecordthat as far
as the C. C. Wods’ Heirs, which are unleased, for Charlie
Chi | dress, Vernie Childress Hunt, Ethel Mers, Carl Childress,
Rachel Childress, Nancy Doris, Ruel Ratliff and Nell Ratliff want
to participate.

MARK SWARTZ: You can tell themor | can tell them

BENNY WAMPLER: You can tell them

MARK SWARTZ: Okay. You wll get an order fromthe

Board in the mail---.

PH LLI P JUSTI CE: Yes.

MARK SWARTZ: ---or those folks wll.

PH LLI P JUSTICE: And we are hereto...and | explained

that, and we are here. They want it on the record that we are
partici pating.
MARK SWARTZ: And just to tell you---.

PH LLIP JUSTICE: And if it will make things shorter

as far as the very next one, it’ s the same group, nunber thirteen,
t hen that woul d concl ude ny busi ness.

MARK SWARTZ: (Ckay. And---.

BENNY WAMPLER: Ckay. And we'll---.

MARK SWARTZ: ---that’s great to know that, but I

just...to kind of give you a heads up---.

PH LLI P JUSTICE: Yeah. W’Ill get an order after

t hey-- - .




MARK SWARTZ: Well, the only way---.

BENNY WAMPLER: The Board will issue an order.

MARK SWARTZ: The only way you can participate is to

doit in the windowthat the Board order gives you wth a check.

PH LLIP JUSTICE: Yeah. Forty days.

MARK SWARTZ: So, you know, this is a heads up that

you' re com ng and we understand that---.

PH LLIP JUSTICE: R ght.

BENNY WAMPLER: The Board order will stipulate the

time frane you have to nake an el ection and | understand you
j ust...you want on record for this and for the one that
you' re---.

PH LLIP JUSTICE: And for the next one, if---.

MARK SWARTZ: No problem

PH LLIP JUSTICE: ---canget inonit for that one and

t hat woul d concl ude ny---.

BENNY WAMPLER: That wil|l be incorporated into the

next one.

LESLIE K. ARRI NGTON: No problem

PH LLI P JUSTI CE: Thank you all

MARK SWARTZ: (Good to you see you again.

BENNY WAMPLER: Thank you. O her questions from

menbers of the Board?

(No audi bl e response.)




BENNY WAMPLER: Is there a notion?

MARY QUILLEN: Mdtion to approve.

PEGGY BARBAR: | second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval . Next isapetition

from CNX Gas Conpany, LLC for pooling of coal bed nethane unit
N-77. This is docket nunmber VGOB-06-0815-1694. W' d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER:  The record shows no others. You may

pr oceed.

MARK SWARTZ: |'dliketoincorporate, if | could, M.

Arrington’s prior testinony with regard to the applicant,
operator, standard |ease terns and his enpl oynent.

BENNY WAMPLER: That wi Il be incorporated?

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON




QUESTI ONS BY MR SWARTZ:

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

And I’ 1|l just rem nd youthat you' re under oat h.
Yes, sir.

What kind of a unit is this?

It’s a Nora 58.66 acres.

How many wel |l s are proposed?

One.

Wiereis it locatedinrelationto the wi ndow?
Wthin the w ndow.

Did you provide a cost estinmate for this well 7
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Yes, we did. It’'s $224,121.08 to a depth of
2,143 feet. The permt nunber is 5758...5778.

Q And what did you doto notify the peopl e we were
goi ng to have a hearing today?

A We nai |l ed by certifiedmail returnrecei pt July
t he 14t h and published in the Bluefield Daily Tel egraph on July
t he 21st.

Q And have you filed the certificate of
publication that you get fromthe newspaper with M. WIson?

A Yes, we have.

Q And have you filed your proofs with regard tg

who you nailed to and the cards and so forth with M. WI son as




wel | ?

A Yes, we have. Uh- huh.
Q | see sone revised exhibitswithregardto N 77
and, in general, is the reason for that that you ve been able tag

| ease sone nore peopl e?
Yes, it is.
kay. Let’s turn to those revised Exhibits.

There’'s an Exhibit B-2.

Yes.
Q And does B-2 list folks that you would li ke tg
di sm ss?
A Yes, it does.
Q Ckay. And in all cases for the people listed

in Exhibit B-2, isthereason for dism ssal the fact that between
the time that you filed this application and today you’ ve been
able to | ease thenf

A Yes, we did...yes.

Q kay. Andthen have you al so got an Exhi bit B-3
t hat you’ ve revi sed to subtract or del ete the peopl e that you’ ve
| eased between filing the application and today?

A Yes.

Q kay. Do youwant to add anybody today? We're
t al ki ng about di sm ssing people. Do you want to add anybody

t oday?




A No.

Q kay. IsthelistinginB-3thenthefinal |ist
in terms of who you' re seeking to affect by pooling?

A Yes, it is.

Q Ckay. And have you then recal cul ated then t he
out standing i nterest that you' re seeking to pool in Exhibit A
page two?

A Yes, it is.

Q And i s thi s one of those i nstances where one t he
i nterest that you re seeking to pool onthe coal side and the oil
and gas side are not the sane?
A Correct.
Q Ckay. And what have you acquired and what are
you seeking to pool ?
A. W’ ve acquired 94.3743% of the coal owner’s
cl aimt o coal bed net hane and we’ ve acqui red 94. 3317%of the oi
and gas owner’s cl ai mto coal bed net hane. W' re seeking to pool
5. 6257%of the coal owner’s claimto coal bed net hane and 5. 66839

of the oil and gas owner’s claimto coal bed net hane.

Q And with regard to escrowyou filed an Exhi bit
3...Exhibit E. Is that still accurate?

A Yes. Tract 3 and 4.

Q And, actually, Tract 3 is because of what we

call traditional conflicts?




A Yes.
Q And 4 is not because there’'s a conflict, but

because you’ ve got an unknown address?

A It’s got their address unknown.

Q kay. So, that would the two tracts and the
reasons?

A Yes.

Q Is it your opinion that if you conbine the

| easi ng efforts that you’ ve been successful with a pooling order
pooling the interests that you ve described here, the
per cent ages. . . out st andi ng per cent ages, that all peopl e who cl ai n

i nterests to the coal bed nethane inthis unit woul d be protected?

A Yes.

Q And is it your opinionthat areasonable way tg
devel op t he coal bed net hane gas under N-77 would be to drill &
frac well in the windowin the unit?

A Yes.

MARK SWARTZ: That’s all | have.

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONNI E RATLIFF: | nove to approve, M. Chairnman.

MARY QUI LLEN. Second.

BENNY WAMPLER: Mbtion to approve and a second. Any




further di scuss

(No audi bl e response.)

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

i on?

(Al l

BENNY WAMPLER.  Opposed, say no.

Board nenbers signify by saying yes.)

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next itemon

t he agenda is a
CNX Gas Conpany,
This is VGOB-06

-0815-1696. We'd ask the parties that wish to
address the Board in this matter to cone forward at this tine.
It’s nunber fifteen on the Board' s---.

MARK SWARTZ: Mark Swartz and Les Arrington.

petition...well...a petition...a petition fron

LLCfor pooling of a coal bed net hane unit Q(-2).

BENNY WAMPLER: The record will show no others. You

may proceed.

QUESTI ONS BY MR SWARTZ:

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

Q
A
Q
regard to this?

A

VWhat kind of a unit is this?
GCakwood 80 acre.

kay. And we do not have revi sed exhi bits with

-




Q Ckay. How many wells are you proposing to

drill?
A One.
Q And where is it |ocated?
A Let’s see...within the drilling w ndow.
Q kay. And is it a frac well?
A Yes, it is.
Q What did you do to notify the respondents that

you've listedinthenotice of hearingandin Exhi bit B-3 and ot her
peopl e who m ght beinterestedthat we were goi ngto have a heari ng
t oday?

A Yes. It was nailed by certified mail return
recei pt on July the 14th, 2006. It was published on July the
22nd, 2006 in the Bluefield Daily Tel egraph.
Q And did you file a certificate of publication
t hat you get fromthe newspaper with M. WIson?

A Yes, we did.

Q And have you filed your certificates and
proofs, copies of the cards and so forth with M. WIlson as well
to docunent mailing?

A Yes, we have.
Q kay. What interests have you been able to
acquire in this unit and what are you seeking to pool ?

A W’ ve acqui red 79. 8453%of t he coal, oi|l and gas




owner’ s cl ai mt o coal bed net hane. W’ re seeki ngto pool 20. 15479

of the coal, oil and gas owner’s claimto coal bed net hane.

Q And have you filed a cost estinate?

A Yes, we have. It’s $238,122.10 to a depth of
2,441 feet.

Q It looks |like you may not have a permt yet.

A No.

Q Ckay. Wi ch, hopefully, would nean you

haven't drilled the well?

A That’ s correct.

Q kay. Wth regard to escrow, is there a
traditional escrow requirenent for conflicts?
A Yes. For Tract 2A and 2B.
Q And you’ ve di scl osed t hat i nyour Exhi bit Ethat
you filed with the application?
A Yes, we have.
Q Isit your opinionthat the...if you conbinetheg
| easing efforts that you' ve succeeded in with a pooling order
pooling the folksidentifiedinthe notice of hearing and Exhi bit
B-3, that the correlative rights of all owners and conpl ai nant s
t o coal bed nmet hane woul d be protected?
A. Yes, they will be.
Q Isit your opinionthat drilling afrac well in

the drilling wi ndowof this Gakwood 80 acre unit i s a reasonabl ¢

o




way to produce coal bed nethane fromthe unit?
A Yes, it is.

Q Isit...is it true that you do not want to add
any respondents today or dism ss any respondents today?
A Correct.

MARK SWARTZ: That’s all | have.

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

MARY QUILLEN: Mdtion to approve.

PEGGY BARBAR:  Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

(Al'l Board nenbers signify by saying yes, but Donni ¢
Ratliff.)
BENNY WAMPLER.  Opposed, say no.

DONNI E RATLI FF: | abstain, M. Chairman.

BENNY WAMPLER: One abstention, M. Ratliff. The

next itemis a petition from CNX Gas Conpany, LLC for a
nodi fication of OCakwood | Field Rules to allow drilling of an
addi tional well. This is docket nunber VGOB-93-0216-0325-10.
W' d ask the parties that wishto address the Boardinthis matter

to cone forward at this tine.




MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show--.

DONALD JOHNSON: M. VWanpler, if you |l get us a

m nute, sSir.

BENNY WAMPLER: Yes. That why | was | ooki ng behi nd

me.
(Donal d Johnson and Andrew Cecil cone forward.)
BENNY WAMPLER: State your nane for the record,

pl ease.
DONALD JOHNSON: M. Wanpler, 1’mDonald R Johnson,

attorney i n Roanoke, Virginia. | represent Pocahontas M ning,

Limted Liability Conpany.
BENNY WAMPLER: And is that you---?

DONALD JOANSON: Wth nme is M. Andrew W Cecil,

pr of essi onal engi neer from Tazewel |, Virginia.

BENNY WAMPLER: Thank you. Mark, | believe you have

an addi tional gentleman here.

MARK SWARTZ: He’s observing right now.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: If we...if we need him we'll swear hin

BENNY WAMPLER: All right. You may proceed.

MARK SWARTZ: 1’'dliketoincorporate M. Arrington’s

testinmony with regard to CNX Gas Conpany, LLC and its status in




t he Commonweal th and the registration with the DMME and his
enpl oynent .
BENNY WAMPLER: That wi || be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, this application asks the Board
to do what?
A. To allowus to drill a second well within the

Cakwood Field 80 acre units with the area depicted on the
exhi bi ts.

Q Okay. There’'s an Exhibit A-1 attached to the
notice of hearing and the application, correct?

A Yes, it is.

Q And that sort of outlined the area that we’'re
going to be tal ki ng about today?

A Yes. That area is the far eastern...

sout heastern area of the Oakwood Fi el d.

Q And you’ ve passed out a map today---.
A Yes, | have.
Q ---and provided M. Johnson with one. | don’t

know i f that’s orange or what that color is, but---.

A. Yes.




Q It’s not trendy orange. What is that?

A lt’s---.

Q Is it the col ored?

A The col or, yes.

Q The bright col or?

A Yes.

Q kay. And noretothe point, you vegot infill

nunber nine here. Do you see that on the...on the Exhibit A 179
A That's correct.
Q This is the ninth tine that we’ ve been here
seeking to do this.
A Correct.

Ckay. And have you depi cted a coupl e of areas
t hat we’ ve been before the Board on the map that you’ ve passed

out today and col ored those areas to indicate additional areas

where we al ready have infill drilling prograns going on?
A That’ s correct.
Q kay. And could you briefly sumari ze. .. hol d

up t he nmap and show t he Board and t he peopl e t hat are here t oday
what we’ ve...what areas the Board has approved for infil
drilling in the past, not just what we re asking about today?

A Yes. Al of the...all of theareas that’s ki nd
of in the steepled colored area have been approved previously.

Al | of the area that we have sone type of control in would be the




areas that we’'re comng to seek infill drilling.
Q kay. And the little dark dots on this...on

this map, are those actually wells?

A They are.

Q Ckay. The...there are sone graphs onthis nmap,
correct?

A Yes, it is.

Q Ckay. And what, in general, do those graphs
show with regard to the effect of infill drilling on existing

wel |'s and on new wel | s?
A. What the graphs are essentially showing i s as
we do the infill drilling, we're getting increased production
W t h t he second wel | that we’ve put inwithinthat unit. Not only
on the second well, but on the old wells.
Q kay. Tojust sort of focusonthat, I'IIl just

pi ck one of the charts, let’s do the purple area in the m ddl g
her e.

Yes.

kay. Are the grey...is the grey graph the
first set of wells?
Yes, it is.
And is the purple the second?

Yes, it is.

o > O »

What happens to t he production fromthe grey or




first set of wells after you drill the second well depicted in
pur pl e?
A. If you'll notice, that it increases and up tg

or about the same anount as the original wells are

pr oduci ng.
Q kay. And if we conpare---7?
A | nmean, the new wells.
Q And i f we conpare how qui ckly the second wel |l g

get up to speed, conpared to the first wells, what’s the

conpari son?

A. It’s nmoving up quicker.

Q And further?

A Yes.

Q Is the reason that you ve asked t he Board, and
now this is the ninth tinme, to allow for infill drilling, the

princi pal reason, that is what the production results that are
shown on this map?

A Yes, it is.

Q kay. The...there are a coupl e of
restrictionsor [imtationsthat welivewthor anyone, frankly,
t hat does infill drilling in this area has to live with and
what . . . where does these wells have to be located in relation to
the drilling w ndow?

A. Wththe additional well, it needs to be within




the drilling w ndow.

Q kay. Inside of it?
A. I nsi de, yes.
Q Ckay. And is there a distance |imtation

between two wells in the unit?
A 600 feet.
Q And have you been observing that in the

addi tional wells that you have drilled?

A Yes, we are.
Q kay. And your request today is to be al |l oned
to continue with the infill drilling programin the brightly

col ored area?
A. Yes, we are.

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

BENNY WAMPLER: Questions frommenbers of the Board?

MARY QUILLEN: M. ---.

BILL HARRIS: M. Chairman. Go ahead. 1’|l defer tg
her .

BENNY WAMPLER: Ms. Quillen

MARY QUILLEN: | just have one question for M.
Arrington. In this reddish, orange area, are there wells in

everyone of these?

LESLI E K. ARRI NGTON: Not yet.

MARY QUI LLEN:. There are not...there are no wells at




al | ?

LESLI E K. ARRINGTON: There is a fewwells around t he

edges of it.

MARY QUI LLEN:  Around. .. okay.

LESLI E K. ARRI NGTON:  But no.

MARY QUILLEN: But not in the interior part of it?

LESLI E K. ARRINGTON: No. W’re workingtowardthat.

BENNY WAMPLER: M. Harris.

BILL HARRI' S: Actually, that was ny question. | call

it terracotta, | guess, because that’s probablythe nearest thing
to me anyway. So, you...but the questionis, | guess, you don’'t
know what t he experienceis sofar wwth one well in these in song
of these?

LESLI E K. ARRI NGTON: In this area, we have wells on

t he eastern side...the western si de and we al so have wel | s on t he
eastern side. But on the eastern side, those wells are drill ed
on the statew de spacing.

BILL HARRI S: And when you say he eastern side, that’s

shown here?

MARK SWARTZ: O f the map.

LESLIE K. ARRINGTON: Kind of off the map.

BILLHARRIS: Of themap. ©Ch, sonot inthat section,

okay.
LESLI E K. ARRI NGTON: Ri ght.




BILL HARRI'S:  And your experience thereis that those

wells are typical of other wells that we see in the---?

LESLIE K. ARRINGTON. Yes, sir, they area.

BILL HARRI'S: So, by adding an additional well you

woul d expect a performance simlar to what you shown in

t he---?

LESLIE K. ARRINGTON: W certainly hope so.

BILL HARRIS: ---in the graph.

LESLI E K. ARRI NGTON: Yes, sir.

BILL HARRI'S: Thank you. Thank you, M. Chairnan.

BENNY WAMPLER: O her questions?

MARY QUI LLEN. M. Chairnan.

BENNY WAMPLER: Ms. Quill en.

MARY QUILLEN: | have one additional question. 1In
each of these units, are you anticipating drilling two wells
or---7?

LESLI E K. ARRINGTON: Yes...yes, nma’am we are.

MARY QUILLEN. At the sane tine or---?

LESLI E K. ARRI NGTON:. W woul d hope so, yes.

MARY QUI LLEN: Ckay. So, that will reduce your costs?

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

MARY QUI LLEN: Thank you.

BENNY WAMPLER: M . Johnson.




CROSS EXAM NATI ON

QUESTI ONS BY MR JOHNSON:

Q M. Arrington, are you a |l icensed prof essi onal
engi neer ?

A No, |’ m not.

Q Are you a petrol eum geol ogi st ?

A No, |’ m not.

Q Are you a geol ogi st?

A No, sir.

Q Wth respect to the application, you tal ked

about al |l of the various units that the Board or the various field
rul e nodi fications that the Board has approved and, | believe,
on your exhibit there’s a list of them

VGEOB- 93- 0216- 023-25...0325-01. It goes all the way down to 08,
i s that correct?

A It does.

Q And t hose units are shown on these are... those
nodi fied field rule areas are shown on the exhibit that you ve
shown to the Board, is that correct?

A Yes.

Q Can you advi se the Board and ne whet her or not
t here have been any Board orders issued as to any of those
field...field areas that the Board has approved?

A Yes. On all of those areas they have been




appr oved.

Q Have there been any Board orders issued with
regard to any of thenf

A | don’t think | have those at hand. They have
been approved by the Board.
Q | asked you, have there been any Board orderg
i ssued with regard to any of those field areas?

MARK SWARTZ: Wl |, you know, issued...when t he Board

makes an---.

DONALD JOHNSON: Executed! Presented! Signed!

MARK SWARTZ: Well, then change the question, M.
Johnson.

DONALD JOHNSON:  Ckay.

Q Si gned! Tender ed!

BENNY WAMPLER:  CGent | enen

Q Recorded! Any of those things?

A No, there hasn’'t

Q Wth regard to the proposed unit area, which |
believe is ten, although, | guess, nine is sonmewhere el se, but

ten, | think youtestifiedtothis profoundreddi sh col ored area.
| think you ve already testified that there’' s several units

Wi thin that area that have no wells in them |Is that correct?
A That’'s correct.

Q And you' re asking the Boardto nodify the field




rules at this tinme, is that correct?

W are.
Q To allowtwo wells per unit, is that correct?
A That’ s correct.
Q And you have no experience with regard to the

units wheretherearenowells? Youhave no production, you don’t
know what they’ ve done and what their production rate is or

anything, is that correct?

A (No audi bl e response.)

Q Have you drilled thenf

A Not...we haven't drilled in that area.

Q And you' re asking the Boardto nodify the field
rulesandallowinfill drillingwhenthereisnowellsintheunits

t hat are shown without...w thout dots, is that correct?

A That’'s correct.

Q Wth regard to ny client, Pocahontas M ning,
Limted Liability Conpany, the units that they shareinthis areg
that’s shown in red are you generally famliar with where they

are on this map? Were the Pocahontas M ning Conpany units

either...1 think all of themare partial units.
A They woul d be.
MARK SWARTZ: |'mgoing to object to that question.

As far as | know, Pocahontas Mning, Limted Liability Conpany

has no units in this area.




DONALD JOHNSON: We don’'t. But we have interest in g

bunch of them

BENNY WAMPLER:  Sust ai ned.

MARK SWARTZ: | f you want t o ask hi mabout | eases, t hat

W || be---.

DONALD JOHNSON: No, | wanted to..

Q Do you know which units in this red area
Pocahontas M ning, Limted Liability Conpany has an interest in
as a | eased owner?

A. | do not have a property map with ne.
Q kay. Are you aware of any wells that incl udsg
uni t s where Pocahontas M ning, Limted Liability Conpany owns an
i nterest inthe pooled area or aunit area? Are you aware of any
wel | s having been drilled in those units?

Wthin the red area?

Q Yes, sir.

A [...without amapwthne, | can’t answer that.

Q So your answer is, you don’t know?

A No.

Q I'"ml correct that you have testified that you
are asking the Boardto allowyou to drill two units in each...|

mean, two wells in each unit, is that correct?
A. W are.

Q And you’ re al so asking the Boardto continuetd




require you to drill within the wi ndow of 300 feet, is that

correct?
A For the additional well.
Ckay. Are you proposing to drill wthin the
W ndows on these...in these units or are you not?
A Wth the additional well, we are.
Q kay. So, when you drill the first well, what

IS your intention with regard to the w ndow?

A The first well may or may not be within the
W ndow.

Q And woul d you have to...woul d you have to go tg

t he i nspector and request a nodification?

A Yes, we woul d.

Q And then with respect to the second wel |, your
intentionis todrill within the wi ndow regardl ess of where thsg
first well is?

A That’ s correct.

BENNY WAMPLER: \What spaci ng between the two wel I's do

you propose?

LESLI E K. ARRINGTON: A mi ni num of 600.

Q The statew de pooling distance for coal bed
net hane wells is what?
A. Ask the question again, please.

Q Hunf




A The question again, please.
Q What is the statew de pooling requirenent in
t he code for coal bed net hane wel | s?

MARK SWARTZ: There’'s no statew de pooling

requi renent. There's a spacing requirenent.

DONALD JOHNSON: A spaci ng requirement, excuse ne.

MARK SWARTZ: Ckay.

A I[t’s a 1000 feet.
MARK SWARTZ: Are you sure of that?

A No.
DONALD JOHNSON: | think he’s right.
Q In your application for this request for a

nodi fi cation, where in that applicationis a description of theg
pool or pools included in the field based on geol ogi cal and

t echni cal data i ncl udi ng boundari es of the pool or pools infil

—

shown. .. shown i n accordance with the Virginia Coordi nat e Syst en
of 1927 as defined in Chapter 17, Section 55-8...-287 et seq. of
t he Code. .. of Title55of the Code of Virginia? Have you provided
t hat information in your application?

A No.

Q Have you...the... have you in your application
provi ded t he boundary of the pool or pools and the fills | ocated
by taking the neasured distance in feet fromthe unit to the

nearest 2.5 mnute longitude linetothe east and t he nearest 2.5




m nute longitude line to the north...latitude line to the north
on the 7.5 mnute 1:24,000 topographic map with a...with a
notation of the 7.5 m nute topographic map nane and series?

A The OCakwood units are identified. Are they
i dentified in the manner that you requested? No.

Q kay, thank you. Have you stated the tota
anmount of acreage to be included in the order?

A I did not state the total acreage. | did,
again, it’s shown on the Exhibit A-1.

Q Did you take into consideration in the unit
application or does it inanywhere state or confirmthat you have
net the requirenents of Section 45.1-361.20(C) of the Code?

A No.

Q M. Arrington, with regard to the...this

exhi bit map, you have shown on here where your conpany has, in

fact, proceeded with infill drilling, is that correct?

A W do.

Q Howmany i nfill wells have youdrilledsincethg
Board first approved your applications for infill drilling? The

initial application, I guess, that woul d nunber one on this Iist
on here. How many...how many infill wells have you drilled
pursuant to that?

A I would...just, again, this will be an

esti mat e---.




Q That’s all | can ask

A ---an estimate of nore than a 100.

Q Thank you

DONALD JOHNSON: That’'s all the questions | have.

BENNY WAMPLER: Do you have anything, M. Swartz?

REDI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q The little squares on this map, who created
t hose squares or how were those squares created?

A. That was originally created in the original
Cakwood Fi el d.

Q And i f I’ mnot m staken, the original Oakwood
order was back in *89 or ‘90.

A Yes. But there was an additional...
addi tional one in ‘93, which extended the field to that point.

Q To the east?

A. Tothe east. O which, there was a descri ption
gi ven at that point.

Q But is it your recollection...strike that.
How | ong have you been i nvol ved wi t h coal bed net hane i ssues fron
t he standpoi nt of production and fromthe standpoint of
regulation in front of this Board?

A Fifteen years.




Q Ckay. Were you around and present in person
when t he Cakwood rul es were...at hearings when t he Cakwood Rul es

were first inplenmented?

A Yes, | was.

Q Okay. Who created those OGakwood Rul es?

A Xy- - -

Q Vel ---?

A ---and the Board.

Q ---internms...in terns of entering an order
who created then?

A. Vell, it was Oxy and CNX

Q kay. And then the Board entered an
order---7?

A Yes.

Q ---inplenmenting thenf

A That's correct.

Q Covering hundreds of thousands of acres?

A Correct.

Q This map that you ve submitted today, in terns

of identifying unit, are those units created by this Board?
A Yes, they are.

Q Are they described in maps nmai ntai ned by M.
W | son---?

A Yes, they are.




Q ---at the Division of Gas and G| ? You' re not

creating field rules here?

A No.

Q You' re not extending the field?

A No.

Q Ineffect, you re askingthat this Board change

one of its prior orders with regard to hownany wells are al | owed

per unit inthe Cakwood Rul es with regard to t he nunber ni ne area?

A That’ s correct.

Q And that’s all you' re asking?
A Yes.

MARK SWARTZ: That’s all | have.

BENNY WAMPLER: M . Johnson.

RECROSS EXAM NATI ON

QUESTI ONS BY MR, JOHNSON:

Q M. Arrington, isn't it true that what you' re
trying to do or what you' re asking the Board to do is to doubl ¢
t he nunber of wells in the Cakwood Field or in the Sections that
you are requesting?

MARK SWARTZ: |I'I| stipulate to that. Two i s double

one.

Q I’d |like for you to answer the question.

MARK SWARTZ: |'mstipulating...l’mstipulating.




Q And you are asking this Board to nodify those
rules, is that correct?

A Yes.

Q And you’ re askingthis Boardto nodi fy therul eg
i n accordance with the rul es and regul ati ons that the Board hag
est abl i shed, is that correct?

A That’ s correct.

Q Wth regard to these vari ous applications that
you' ve made, each tinme you have cone before the Board you have
asked the Board to nodify each specific area, is that correct?

A V& have.

Q You have never cone before the Board to ask for
a nodi fication of the Cakwood Field Rules for the entire field,
i s that correct?

A No, sir.

Q How much of the Cakwood Fieldis still left that

could be |ater nodified?

A. | don’'t have that. | don't know.
Q Are there areas left?
A Yes, there are.

DONALD JOHNSON: That’'s all the questions | have.

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Just for the Board' s i nformati on, an




open di scussi on here, what M. Johnson was doi ng was goi ng down
4: VAC25161- 50 of the Board s rul es and aski ng questions if that
i nformation is contained in the application. You had sone
af firmati ve and sone negative as far as the response to those
guestions. Here, again...| nmean, open di scussionw ththe Board
menbers. 1’11 be happy to pass these around and take your ting
and | ook at them

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON:. Wiile we're doing that, nay | make one

ot her observati on?

BENNY WAMPLER:  You may.

BOBWLSON: | hopel’veunderstoodthiscorrectly. |
bel i eve, in the past when the approval has been granted for
drilling additional wells within the units, all wells drilled
after that order have been required to be within the drilling
W ndow. It’s my understanding fromthe initial order that any
wellstobedrilledoutsidethedrillingw ndowwoul d have to cong
back before the Board with a plan for protecting correlative
rights of the adjacent units, whichis why | think the Board has
consistently required all wells subsequent to approval to be
Wi thin the w ndow.

BENNY WAMPLER: That’s correct.

MARY QUILLEN: M. Chairman, | have a question---.




BENNY WAMPLER:  Ms. Quil | en.

MARY QUILLEN. ---for M. WIlson. You're

sayi ng...regardi ng the question | asked previously about the twg
wel s and he said, “Yes, they were going to drill two wells.”
Then | ater on, he responded that one...that the first well may
or may not be withinthe w ndow. You' resayingthat if this order
i s issued then all of those wells nust be drilled within the
W ndow - - ?

BOB W LSON: In order to be...excuse ne.

MARY QUI LLEN:  ---unl ess he cones back wi t hi ndi vi dua

requests to drill outside the w ndow?

BOB WLSON: In order to be consistent with prior

orders that been approved by this Board, yes. Al wells

subsequent to the approval woul d have to fall wi thin the wi ndow,
ot herwi se, they woul d have to cone back before the Board. That
woul d not be subject to the inspector’s authority to issue an
exception for drilling outside of the window \Where two wells
fall withinthe same unit, subject tothe orders, any well that’g
out si de the interior wi ndow woul d have to come back before the
Boar d.

MARY QUILLEN. And that’s...and it couldn’'t be a

nodi fication |ike he’s requesting here? It would have to be
i ndi vi dual requests?

BOB WLSON: Yes, ma’am as | understand it. Again,




in order to be consistent with prior actions.

MARY QUILLEN: Right. Could |I ask another question

for M. Arrington?

BENNY WAMPLER: Yes, ma’am Ms. Quillen

MARY QUILLEN: M. Arrington, in relation to the

question | asked previously, woul d you cone back bef ore t he Board
to request an exception if you did want to drill outside of the
W ndow?

LESLIE K. ARRINGTON: We certainly wll. You know,

due to topography restraints and property restraints at tines
we’ re going to have themoutside the drilling w ndows.

MARY QUILLEN: Right. Sure. That’'s all ny

guesti ons.

MARK SWARTZ: | just need to nake---.

BENNY WAMPLER: M. Swartz.

MARK SWARTZ: ---a comment as well so that silenceis

not subsequently interpreted as agreenent. |’mnot sure |

agree...ny recollectionis the sane as M. Wlson's. But | wll
tell youthat if an order is entered that says what he i s sayi ng,
we Wi | | abi de by that order as we woul d abi de by any order. But
ny recol | ecti on was, under t he Cakwood Rul es as ori gi nal | y passed
in *89 or "90, M. WIlson has the authority to grant |ocation
exceptions without requiring any operator to cone to the Board

on the first well---.




BENNY WAMPLER: That’'s true.

MARK SWARTZ: ---which is...which is where M.

Arri ngton was com ng fromand where I’ mcom ng from You know,
I haven't |ooked at the records on all of these hearings
specifically with the question, you know, it’s on his screen
clearly. [|I’mnot...I| don't renenber that. So, |’ mjust saying,
| don’t knowwhere we are onthat inthe past. But if that’ s the
order that’s comng fromthis Board, you know, we’'re going to
conply withit. But | just wantedto indicate that | don’t share¢g
t he sane nmenory that M. W/I son does.

BOB WLSON: Well, I'’molder than you, so mne is

better than yours. But---.
(Laughs.)
MARK SWARTZ: That’s the nicest thing |’ ve heard t oday

Wi th the age thing. Anyway, just so that...because | think
t here’s sonme confusion on that perhaps.

MARY QUI LLEN: Right. Well, I'’mrelatively newtothe

Board, which you know, and this has not been a case that we have
had presented to the Board and | needed clarification.

BENNY WAMPLER: W haven’'t had...we have not had it

wher e, you know, you don’t have any wells in the unit, you know,
for the entire proposal. That’'s true.

MARY QUILLEN: Right.

BOB W LSON: M . Chai r man.




BENNY WAMPLER: M. WIson.

BOB WLSON: Just by a way of brief recap, when the

ori gi nal request was made for drilling additional wells wthin
t he unit where one wel |l already exists, if though of you who wer g
here remenber, there were a nunber of proposals brought in and
| ooked at as to howto handl e those wells if you were all owed tqg
drill them anywhere within the drilling wi ndow... outside the
i nteri or wi ndow. The Board was not confortablew th any of thoseg
nmet hods of protectingcorrelativerights fromthe adjacent units.
So, the resulting decision was that in so long as, and only in
so | ong as, thosetwo wells couldfall withintheinterior wi ndow
t he Board woul d approve it. And we...| think we have actually
corrected sone of your applications that cane in subsequent tg
that to state...to make sure that that was the way t he order was
toread. It was amatter that the Board was not confortabl e t hat
t hey were properly protectingcorrelativerightsif anythingfell
out si de the wi ndow when nmultiple wells were being drilled.
The...the---.

MARK SWARTZ: |’ mnot argui ng the second well. | just

have a different perhaps recall on the first one.

BOBWLSON: Therulestill stands and! dostill grant
| ocati ons outside the window. Awtness in an earlier one that
we had here t oday for poolingthat was converting froma BBH hol e,

whi ch wi || prevent the extra di sturbance of drilling the excess




wel s and this sort of thing. So, that one will be granted. In
t his procedure, | think we’ve pretty nuchrestrictedit to being
wi t hin the wi ndow or com ng back before the Board.

MARK SWARTZ: Yeah. And ny short answer to that is

we' | | abide by theorder. It’suptoyouall todesignthe order.
When we see that, you know, we'll abide by it.

BENNY WAMPLER: Do you have a copy handy of the rules

for the Board?

MARK SWARTZ: No. | mean, ny position on that

BENNY WAMPLER:  Wel |, I’ mgoing to hand you t hese and

|’ mgoing to ask you to address it.

MARK SWARTZ: You can just---.

DONALD JOHNSON: | can share ny copy, M. Wanpler

BENNY WAMPLER: 1’1l ...1"1l share ny copy. 1’1l get

It back wthout a fight.
(Laughs.)
DONALD JOHNSON: Thank you, M. VWanpler, for your

consi der ati on.

BENNY WAMPLER:  You' re wel cone.

MARK SWARTZ: Yeah. | nean, where |’ mcom ng fromi g

we have an Cakwood order that was issued in ‘89 or ‘90. It has
been nodi fi ed several tinmes in several nmgjor respects in ‘92 or

‘93. Most recently, the pool, the boundaries...| nean,




actually, the edge of this is the Cakwood Fi el d boundary to t heg
east. | nmean, all of this stuff is in, you know, the orders on
record on the state maps and, you know, is before you. | nean,
it’s not likeif we were creating or extending a field, we woul d
have t o gi ve you a boundary. This is the Cakwood boundary to t he
east that you established. So, | guess, nmy response is to the
extent that, you know, you need to know what the pool is, it’s
i nthe order that created the Cakwood Field. |If you need to know
wher e t he eastern boundary i s shown on the map it’s in the order
t hat extended t he boundary to the east. So, | believe, that theg
Board orders before today i nclude all of that i nfornmati on becauss
you' ve declared it to bethe casefor this. Theonly thingw’re
infront of youonis toidentify the units in which we want tqg
drill twowells and we’ veidentifiedunits youcreatedby col oring
t hemon you map basically. The only thing we're asking for is,
canwe drill two wellsinthoseunitsinstead of one? So, | think
we have given, you know, inreality all of the information that
you need to reasonably address this because you have, in fact,
as a Board provided the...filled in the rest of blanks. So, my
responsetothis, M. Wanpler, isyeah | readthis, but...and |’ n
aware of it, but the reason we don’t give you this information
i sit has al ready been determ ned. You know, these are t he shaps
of the units. You know, these arethe...thisisthegrid. This

I s the boundary. | nean, that’s ny response to this.

—




BENNY WAMPLER: Do you have anything further, M.

Johnson?

DONALD JOHNSON:  Yes, sir. | hope...| hope that the

Board will allow ne to present sone evidence and nmake sone
comments with regard to what has happened and what we’ve

presented. | have M. Andrew W Cecil 1'd like to put on the
st and.

BENNY WAMPLER: W I | you swear himin, please?

(Andrew W Cecil is duly sworn.)

ANDREW W CECI L

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR JOHNSON:

Q M. Cecil, briefly for the Board, please state¢g

your name, where you reside and your occupation, sir.

A |’ mAndrew Cecil. |’ ma professional engi neer
and | and surveyor in Tazewell, Virginia.

Q Are you a licensed professional engineer?

A Yes.

Q Are you a licensed | and surveyor in the

Conmmonweal t h?
A. Yes.

Q How | ong have you been a |icensed engi neer?




A Twenty-one or twenty-two years.

Q What about surveyor?

A Twenty years.

Q Wth regard to Pocahontas Mning, Limted
Li abi lity Conpany, how |l ong have you been its consul ti ng m ni ng
engi neer and surveyor?

A Twenty-one years.

Q Wth respect to the area...| believe you have
prepared a map that shows the area that concerns Pocahontas
M ning, LimtedLiability Conpany withinthe area of the proposed
field rules, is that correct?
A That’ s correct.

DONALD JOHNSON:  |I’'d like to present this to the Board

as our exhibit.

BENNY WAMPLER: Ckay. That will be an exhibit.

DONALD JOHNSON: Mark, if you need to...l don’t have

extra copies of that. But that shows the outline of the area.

BENNY WAMPLER:  That’ s Pocahont as M ni ng Conpany, LL{

Exhi bit A
DONALD JOHNSON:  Yes, sir. Thank you...thank you,

M. Wanpler. Beforel showthis to the Board, | want to ask M.
Ceci | about it briefly.
Q M. Cecil, where have you identified the areag

wher e Pocahontas M ning has units that include its properties?




How have you shown this on the map?

A. There i s a green crosshat ched showi ngthe units
af f ect ed.

Q Al'l right. Have you located all of the well g
on the Pocahontas M ning Conpany property and adj oi ni ng
properties where...where a pooled unit involving Pocahontas

M ning Conpany is involved in this general area?

A Have | | ocated the wells?
Q Yes, the wells.
A. The wel | s shown on t he map ar e probabl y accur at €

up until about April of this year.
Q And they show the wells that you re aware of ?
A Right. That have been drilled and are in
producti on.
Q Al right. Wth respect to that crosshatched

area, whichistheareathat i nvolves this application, what wel | s

are shown on...in that area?
A. There are no wel | s.
Q What is the closest well to the area that’'s

shown in the crosshatched area that’s | ocated on the Pocahont ag
M ni ng Conpany property?

A Vell, the S-53 well is close and the T-52 wel |
I s cl ose.

Q Approxi mately, how cl ose are they?




A To the green hatch area?

Q Yes, sir.

A Both within about 2,000 feet.

Q About 2,000...are they closer than 1500 feet 7
A No, | don’t think so.

DONALD JOHNSON:  All right. 1'dlike to submt this

to the Board as Pocahontas Mning Exhibit 1...Exhibit 1?
BENNY WAMPLER: A

DONALD JOHNSON: A

Q M. Cecil, withregardtothe crosshatched areg
as far as coal, what has been | eased i n the crosshatched area as
far as coal ?
A W have the Red Ash, Jawbone and Tiller seans
| eased. We al so have Pocahontas 3 and Pocahontas 4 | eased.
Q Are t her e ot her seans above t he Pocahont as 4 and
between the tiller seamthat are unl eased?

For coal m ning.

Q For coal m ning?

A Yes.

Q What seans are those or are there many?

A There are many.

Q Al right. As far as coal seans above the Red
Ash seam of coal, what seans are there in that Red...in that

crosshat ched area that are unl eased?




A Well, specifically within the crosshatched
area, it would be difficult for ne to say, Don. But the other
seans above t he Red Ash are t he (i naudi bl ), the Kennedy, Bi g ForK
and all of those have potential to be in that area and they are
unl eased.

BENNY WAMPLER: They are unl eased?

ANDREWW CECIL: Unleased. W are the operator

Q | have asked M. Arrington with regard a
provi sion. .. have you exam ned t he appli cati on of CNX Gas Conpany
Wi th respect to this particul ar request?

A Yes.

Q Does t he application have a description of theg
pool or pools included in the field based on geol ogi ¢ and
t echni cal data including the boundari es of the pool or pools and
fieldshown inaccordance with the Virginia Coordi nate Syst em of
1927 as definedin Chapter 17, Section 55-287 et seq. of the... of
title 55 of the Code of Virginia as shown on the state plain
coor di nate systenf

A No.

Q Canyoutell the Board what woul d have t o be done
Wi th regard to the exhibit that’s with the application in order
toindicatethat i nformati on? What...what woul dthey haveto do?
A. Well, they would just have to conply with, you

know, the statutes of the Board and pl ace the i nformati on on t heg




exhi bit.

Q It’s not there, is that correct?
A. It’s not there.
Q Al right. The...does the application show

t he boundary of the pool or pools in the field and taking intg
consi deration the nmeasured di stance in feet fromthe unit to the
nearest 2.5 mnute longitude linetothe east and t he nearest 2.5
mnute latitudelinetothe northandthe 7.5...onthe 7.5 m nut g
1:2...1:24,000 t opographic map with a notation of the 7.5 m nut g
t opographi ¢ map name and series?

A No.

Q Does the application state the anount of
acreage to be included in the order?

A No.

Q Does the application subnmt any evidence to
establishor nodify theunit or units for coal bed net hane gas wi | |

nmeet the requirenents of 45.1-361.20(C)?

A. kay, read 20(C), please.
Q kay. Let’s see...okay. This says, "In
establishingor nodifyingadrillingunit for coal bed net hane gas

wel |'s, or in order to acconmopdat e t he uni que characteristics of
coal bed net hane devel opnent, the Board shall require that

drilling units conformto the m ne devel opnent plan, if any, and




i f requested by the coal operator, well spacing shall correspond

W t h m ne operations, includingthedrillingof nmultiple coal bed
net hane wells on each drilling unit."
A Wel |, the unl eased coal seans on the property

ef fectively make the | andowner the operator and in that regard
we have not been consul t ed.

Q Does the application indicate that any...doeg
t he application indicate any reference with regard to coal bed
nmet hane devel opnment with respect to coal ?

A. | beg your pardon?

Q Does the application show any...nmake any
reference with regard to coal mning or coordinating with coal
or make any reference to any waivers by any coal operators?

A Not...not that |’ ve seen, no.

Q Okay. The application itself...does the
application requests two wells in each unit or nmultiple wells?

A. It does not specifytwowells. The application
says...is askingtoanendthe fieldrules to all ownore than one.
Two is not specifically delineated---.

Ckay.
A. ---which neans three or four are possible.

Q Al right. Do you know approximately or can




you tell the Board approximately how nmany acres of coal are
di sturbed wth regard to the penetration of a single seamof coal

by a well bore?

A How many acres?

Q Yes, sir.

A. Probabl y about a quarter of an acre in a single€g
seam

Q Ckay.

As far as the mning regulations is the

proxi mty, probably about a quarter of an acre.
Q Does...what isthe...what isthe distance...in
an 80 acre unit, what is the di stance of the size approxi matel y?
Do you knowwhat t hat i s or have | asked you a questions that you're

not prepared to answer?

A Probably 8...the outer drilling w ndow?
Q Yes, sir.
A. Alittle over 1800 feet in square.

DONALD JOHNSON: Okay. That’'s all the questions |

have. Does the Board have any?

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

(No audi bl e response.)




BENNY WAMPLER: M. Swartz.

CROSS EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Do you have the applicationinfront of you, M.
Ceci | ?

A Yes, sir.

Q Do you see paragraph nunmber six of the

appl i cation?

A Ri ght .
Q Coul d you read that to the Board?
A. Thetitleis “Formation Subject to Application:

Al | coal beds and coal seans belowthe till er seamdown to t he Red

and Green Shells.”

Q What’ s the next sentence say?

A. “See Cakwood Field...”, isthat a...1"ve got 34
fax copy. |Is that an | or a 1?

Q It’s a Ronan Nuneral |I.

kay. “See Cakwood Field | Rule OGCB3-90, as

amended. ”




Q

DONALD JOHNSON:  Virginia Ol and Gas Board.

VWhat was OGCB?

A
Q
t hat ?
A
Q
| awyer say what it
what he told you
A

told ne.

> O » O > O

Q

t he Cakwood Fi el d?

A

Q

wor ds, the coal

seans wWithin the pool ?

It’s the G| and Gas Board.

Di d youl awyer just tell youthat or didyou know

Vell, it's stated over here sonmewhere.

No. My questionwasreal sinple. | heardyour
was toyou and |’ mwonderingif you rerepeating
or you actually knew that.

|’ mrepeating what he...|’  mrepeating what he

Ckay.

But it does say it---.

What does 3-90 refer to?

| have no clue.

Have you ever read OGCB3-90?
| have not.

Do you nowi f OC. .. OGCB3-90 gi ves boundari es of

| have no cl ue.

Do you knowif it describes the pool? |n other




A I don’t know.
Q Ckay. Look at the...look at the map. Do you

have this...this map handy? Coul d you |l ook at this for a second?

You’ ve got one. | just want to direct you---.
A Ckay.
Q Do you know i f the eastern boundary of this nap

is, in fact, the eastern boundary of the Cakwood Fiel d?

A | don’t know.

Q Do you knowwhat happened i n VGOB or der 93- 02167
A No, sir.

Q Do you know i f that OCakwood order 93-0216-0325

ext ended the Cakwood Field to the east and that it extended the
boundary to what’ s depicted on this map?
A |"ve stated | don’t know.
Q Okay. Doyouknowif thelittlesquaresonthis
map that M. Arrington provided the Board today and the littl ¢
squares on Exhibit A-1to the application are, in fact, Gakwood
units mapped by the Gas and O | Board?
A Do | know that?
Q Yeah.

DONALD JOHNSON: Mapped by the G| and Gas Board.

Excuse ne.




MARK SWARTZ: Right.

A | don’t know.

Q kay. You apparently understood the acreage
that was in issue well enough to do a nap for the Board today?
A Right. | knew ..l knew where the units wher¢
based on the map that we have.
Q Do you all havethat...sointhis...soyou were¢g
fromthe materials that you got fromCNX abl e to say, well, theseg
are the OGakwood units in which PMC has acreage?
A. Well, yes and no. Part of the infornmation you
see here cones fromour own information. The units shaded in
green cane from--.

From t he application?

---what’'s stated right here at the top.
Ckay. And those are state units?

| assune they are.

o > O > O

kay. And what...| guess, what |’msaying tg
you is you could tell fromthis application because they
i dentified units and the description of what they were seeking
to affect, you could goto amap, it’s readily avail abl e and you
coul d say, okay, here is the area they’'re area tal ki ng about do

we. ..or does PMC have any acreage in that area?




A Right. 1’ve done that right here.

Q You' re not suggesting that PMC has everyt hi ng
you’' ve shaded in green that they own that?

A No, those are...those are just the units.

DONALD JOHNSON:  It’'s the boundary |ine shown on

there, M. Swartz.

Q Well, you ve colored eight 80 acre units,
whi ch, | guess, would be 640 acres green, right?

A Ri ght .

Q You' re not representing to the Board that PM}
has all the oil and gas or all of the coal---?

DONALD JOHNSON: 1’ I| stipulate...l’ 1l stipul atethat

t here’s a boundary |ine shown right...right along those units.
W' || stipulate to that.

MARK SWARTZ: Well, | guess, |---.

DONALD JOHNSON: M. Swartz, we' || stipulate to that.

MARK SWARTZ: Thank you. But | wasn't asking about

boundaries. | was asking hi mwhether or not this was intended
to send a nessage to this Board t hat PMC owns t he 640 acres either
coal or oil and gas or both that’s cross marked green?

A. Did you say that was the intention?

Q Correct.




A

Q
DONALD

No, it’'s not the intention.
Ckay. How nuch---?

JOHNSON: We' Il stipulate, M. Swartz, that

t here’ s a boundar
Q
of these units?
A
Q
dom nus | nean,
A
Q
t hese units?
A
t he acreage is.
Q
A
in each unit affe
Q
waggi ng the dog”?
A
Q
A

y Iine shown on that exhibit.

How much. .. how many acres does PMC own in any
Can you tell us that today?

| cannot tell you that today.

| mean, are sonme of these units PMC s interest
could they have |ike |l ess than an acre?
Nope. .. no.

Okay. Wiat’'s the nost that PMC has in any of

Wll, I'vealready statedthat | don’t knowwhat

What’s the | east?
Agai n, | have not cal cul ated t he exact acreage
cted by this proposal.

Have you ever heard the expression “tai

Today?
Bef ore today?

Not today.




Q Do you know what neans, in general ?

A Just what do you have on your mnd here? |
don’t know.

Q Vell, if PMC---?

DONALD JOHANSON: W'l | stipulate to that. Go ahead.

Q If PMChad 2 acres i n one of these 80 acre units,
woul d you. .. and was seeking to prevent a second well, woul d t hat
be an exanple of kind of a “tail wagging the dog” situation tg
you?

A. It’s a silly question.

DONALD JOHNSON: G ve hima silly answer.

A How big is the dog and how big is the tail?
Q The tail is 2 acres and the dog is 78 acres.
Vell, let nme ask you this, do we or do we not

have rights through the Ol and Gas Board?

DONALD JOHNSON: Don’t get into a debate with him

Q Let me just ask youthis, doyouthinkit' s fair
for people who m ght have a 2 acre interest in an 80 acre unit
to just say the 78 acre owners cannot devel op? Do you think
that's fair?

A. | think it depends on the circunstances.

Q So, if it was sonebody other than PMC it




woul dn’t be fair, but if it’s PMCit is fair? | nean, what are
t he circunstances that would make that fair?
A. | don’t know. | nean, your---.

DONALD JCHNSON: | don’t know what this |ine of

guestioning has to do with this field application.
A. ---hypot heti cal questions are as worthl ess as

t he answers they invoke. So, if you would give ne specifics,

we' Il try to give you a specific answer.
Q Is there any mning in this area?
A W have an idle mne in that area.
Q kay. Wio has that m ne?
A It’s currently | eased to Jewell Snokel ess.
Q Do you know whet her or not CNX regul arly deal §

w th Jewel | Snokel ess?

A | imagi ne they do, yes.
Q And do you knowt he coal operators who have m ng
pl ans have a right to notice of well |ocations and have a ri ght

to object and have all sorts of distance limtations? Do you
under st and that ?

A. Yeah. ..yes, they do.

Q kay. In addition to this idled mne that

Jewel | Snokel ess has, are there any mning permts on file?




A No active permts.
Q You're not arguing that...wth the i dea that 3
second wel | creates beneficial interference and nore producti on
over a short period of tinme, you re not arguing that engi neering
principal, are you?

A | don’t think I have, no.

MARK SWARTZ: That’'s all | have.

DONALD JOHNSON: |’ ve got a fewquesti ons of fol | owup.

REDI RECT EXAM NATI ON

QUESTI ONS BY MR, JOHNSON:

Q M. Cecil, M. Swartz nmade a little...sone
statenments in here about little tiny 2 acre units. Can you gg
t hrough there and show t he approxi mat e percentage of each unit
t hat PMC has? Just approximate it.

A Ri ght .

Q Because M. Swartz has nmade a bi g deal out of
little units and howit’s insignificant and how we’ ve sonmehow
tried to mslead this Board. [It’s obvious on here, is it not
correct, that there’s a boundary line shown on this plat?

MARK SWARTZ: Before...before we get to an answer, |

woul d object that it is unfair for a witness when | asked himtag




guantify ownership in these individual units to tell nme that heg
doesn’t know and then for this attorney to ask hi mon redirect
t he sane question and get an answer. | nean, he had hi s chance.

BENNY WAMPLER: | assune you object to that.

MARK SWARTZ:  You bet.

BENNY WAMPLER: | sustain that.

DONALD JOHNSON: M. Wanpler, just |like they say in

Court, the docunent speaks for itself, this map speaks for itself.
Q M. Cecil, when you prepared this map you used
and drewit up using the various units that have been establ i shed
by the Board in these Cakwood Field Rules, is that correct?
A That’ s right.

Q And t here have not been any wel | applicationg

filed by CNXwi th respect to any of these areas, is that correct?

A | don’t recall any.

Q The green crosshatched area?

A. Right. 1 don’t recall any.

Q How many di fferent units are on the plat that

i ncl ude acreage owned by Pocahontas M ni ng?
A 8.
Q 8. And those are all shown on this plat, is

t hat correct?




A Yes.
Q I think you' ve already testified that you’ ve
al so attenpted to showthe wells that are cl ose by that are near
this...that are | ocated on the Pocahontas M ning---.

A Ri ght .

Q ---Conpany property. And you’ ve al so shown
somre wells that are pooled with Pocahontas M ning property

| ocated just to the east of this application.

A West .
Q West, excuse ne. West of the application
A Ri ght .

DONALD JOHNSON: That’'s all the questions | have.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairnman.

BENNY WAMPLER: M. Harris.

BILL HARRIS: | do have one. M. Cecil, the map t hat
you' ve presented, |’ m having...when | |ooked at that, | had

t roubl e superinposing that on our grid and | don’t knowif it’s
because the | etters and nunbers t hat we have are just really tiny
by...out of necessity because of the size...the overall size.

But where does those acres fit in for the map that we have? Can




you ki nd of give us an idea where they lie?

ANDREW C. CECIL: Ckay.

BILLHARRI S: So, they actually gotothat eastern edge

or---7?
(Board nenbers confer with each other.)

BILLHARRIS: Ckay. | think...Il think 1 have that nov

from ot her Board nenbers here.

BENNY WAMPLER: O her questions?

ANDREW C. CECIL: It’'s just---.

BILL HARRIS: Thank you.

ANDREW C. CECIL: ---towards the top of this---.

Bl LL HARRI S: Yeah. | think the other Board

menbers---.

MARY QUI LLEN: Yeah, we’'ve identified it.

ANDREW C. CECIL: Al right.

BILL HARRIS: The top row down two and t hen...or down

three and then over two or sonmething |ike that.

MARY QUILLEN: You can see it better right here.

BENNY WAMPLER: M. Swartz, do you have any sunmary?

MARK SWARTZ:  No.

BENNY WAMPLER: M . Johnson

DONALD JOHNSON: |’ ve got sonme sunmary. |f M. Swart z




wants to go first since it’s his application.

BENNY WAMPLER: He...he said he didn’'t have any.

MARK SWARTZ: |’mjust going to stand on what you’ ve
hear d.

DONALD JOHNSON: There’s...there’s several things
goi ng on here and I want to address themall if the Board...if

the Boardwi || allowne. Thefirst...thefirst thingthat | want
to address with the Board is the fact that this Board has fail ed
t o i ssue any orders on any of the applications shown in the upper
| eft hand corner of the map that Consol has presented to you. |
bel i eve that this Board shoul d not proceed with this process. |
subm t to you t hat you shoul d not proceed with this process until
you' ve i ssued orders. The | egal processes in the Commonweal t h
Wit h respect tothe Gas and O | Board areto the effect that there
can be no appeal unless there’'s an order. \What has happened,
based on the testinony that M. Arrington has presented, i s over
a hundred wells have been drilled with no order, item one.

The next thing is, you know, we pulled out the rules
of this Board. |’ve asked M. Arrington and M. Cecil wth
respect to Section 25-160-50 of the rules. Specifically, we
| ooked at Section 5(C) in its entirety. Then we |ooked

at...under Modificationof Drilling Units we | ooked at itemseven




and i temni ne of t hat section al so and asked questi ons about t hose
provision with regard to the application. Now, what is the

response of ne bei ng abl e to showt hat t he applicati ons don’t neet
the requirenents? It is, well, the Board understands. The

Boar d knows howto address these i ssues. The Board can t ake all
of its information. M. WIson and the Board can figure it al

out. M. Cecil, if he wants to spend a few days, he can figure
it all out. What isthe purpose of theapplication? It isnotify
the public. It istonotify the owners. |If it takes the Board
and M. Cecil alongtinme to figure it out because of all of its
prior rulings that may or may not be recorded, if it takes that
| ong, then what i s the purpose of theserules. It’snot toinforn
the Board. It’s to informthe public and the owners as to what
t he applicationisall about. The Board establishedtheserules.
Yes, they al so established the Cakwood Field Rules. | was here.
It was...it was avery sinply process. But the Board established
t he Cakwood Rul es. The Board al so establ i shed t hese rul es, whi ch
requi red what goes in and an application. |If they aren’t there,
then | believe that the applicationis inproperly filed. They
aren’t there. It’s admtted. They aren’t there. How can the
Board proceed on the application which is inproperly drawn?

don’t believe the Board can. | don't believe the Board shoul d

=




be i ssui ng orders or i ssuing rulings whenit can’t produce orders
on the past...over the past year with regard to i ssues that are
st atenents or evidence in this case.

The issue with regard to drilling of gas
wells...multiple gas wells is always the sane and that is gas
wel | s penetrate coal, gas well s create areas i n m nes where t herg
can’t be any mning because there’s a well there. Gas wells
create problens. What is being requested is to nultiple thoseg
problens. |f you have a gas well in every unit, then you ve got
one problem If you have a gas well...two gas wells in every
unit, you have two problens. So, that’s the coal prospective.
It’sverysinple. It doesn’t require awholelot of thought. It
woul d be great if you all were mining engineers. But it’s very
sinple as to what...as to what coal operations are and how t hey
are affected by gas.

Wthrespect to...wthrespect towhat’ s goingon here,
t he application says that it is an application for infil
drilling. Everyone refers to this as infill drilling. Wat
does that nmean, | adies and gentlenen? It nmeans that gas wells
are being drilled in an our area where there is already a wel|.
Here, they cone here to you and say, we don’t care what we have

done i n t he past because we’ ve done zero. W want you to perm:t




us to change the rules with regard to this area. Change then

prof oundly and before any wells are drilled, allowfor two wel |l g

tobedrilled. M. Arringtoneven spoke up and sai d we nm ght even

save sonme noney by drilling two wells at once. This is not an
infill drillingapplication. It is an applicationto changethg
fieldrulesinthis...inthis areaas they have donein ot her areas

and it’s an application based onnotechnical presentationtothis
Board. M. Arrington showed you graphs. GCkay, he pointed to g
coupl e of graphs. They're nice. They' reright here. Thereisg
a coupl e of graphs. He said that’s our evidence. | asked hin
what his technical background is, he has none. He s not
certified in anything except he can tell you that these

gr aphs. .. what these graphs tell him | submt to youthat there
has been no technical presentation to the Board.

Profoundly, | think the Board is noving too quickly,
novi ng Wi t hout . . . novi ng al ong and granti ng appl i cati ons and not
getting orders entered sothat they those who are affected by t hen
can exercise their |l egal rights. Mor eover, this Board has been
asked to allowdrillinginan area...toallowinfill drillingin
an area that has only a fewwells init. W...we subnmt to yod
t hat t hi s application shoul d be deni ed for all of the reasons t hat

| have stated and that at the m ni numa new application shoul d

-




be filed with this Board, which neets the |egal requirenents
est abl i shed by the Board and not for CNX's ability and not for
the Board' s ability, not even for Pocahontas M ning Conpany’s
ability, but for the ability of those peopl e who are bei ng served
Wi th this Board order and...or Board application and t he peopl €
who the order of publication is applicable to. Thank you.

BENNY WAMPLER:  Thank you, M. Johnson. Any further

guestions from nenbers of the Board or coments?

DONALD RATLI FF: M. Chai r man.

BENNY WAMPLER: M. Ratliff.

DONALD RATLIFF: M. WIlson, if we approve this

application as presented have we taken away any of the |egal
rights? They still have to conme through the permtting process
for each well?

BOB WLSON: That's correct.

DONALD RATLI FF: The coal conpany still has its vetd

power ?

BOB WLSON: That's correct.

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

this project.

BENNY WAMPLER: | have a notion to approve.

MARY QUI LLEN:  Second.




PEGGY BARBAR: | second.

BENNY WAMPLER. And a second. Any further

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

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

(Al'l nmenbers signify by saying yes.)

BENNY WAMPLER: You have unani nous approval . Thank

you.

DONALD JOHNSON: | hope you all will issue this order

pronptly. | think...I thinkyouall have...I think what has goneg
on wi ththelack of orders is sonethingthat needs to be addressed
by this Board.

BENNY WAMPLER: We're going to take a ten m nute

recess.
(Break.)

BENNY WAMPLER:  We’ | | go ahead and call the nmeetingto

order. The next itemon the agenda is a petition from EOCG
Resources, Inc. for pooling of conventional gas unit PK M 25.
This i s docket nunmber VGOB-06-0815-1697. W' d ask the parties
t hat wi sh to address the Board in this matter to cone forward at
this tinme.

TIM SCOTT: Tim Scott and Dave Perki nson for EOCG




Resour ces.

BENNY WAMPLER: Get hi m sworn.

(David W Perkinson is duly sworn.)

DAVI D W PERKI NSON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Perkinson, woul d you state your full nane,
pl ease?

A Yes. David W Perkinson

Q And by whom are you enpl oyed?

A ECG Resources.

Q And woul d you please tell the Board what your
j ob description is?

A Landman.

Q And areyoufam liar withandparticipateinthe
filing of this application before the Board?

A Yes, | did.

Q Is this unit located in the Pilgrims Knob
Fi el d?

A. Yes.




uni t?

have under

Q
is that correct?

A

Q
A

Q

a 180 acres,

A

Q

A

Q

actual ly there’s one respondent listed on B-3 that should be

di sm ssed fromthis application?

A

o > O > O

A

Yes.

There are respondents---?

No, no.

---to be dismssed, is that right?

No.

kay. What percentage of this unit does EQG
| ease?

99. 99%

VWhich is an established field with the Board,

Ri ght.

And what unit do we have here?

Unit PK M 25.

And according to the rules, this unit containg
is that right?

Yes.

Okay. Does EOG have drilling rights in this

Yes.

And are there any respondents |isted...




Q So, that woul d | eave us a . 01%unl eased, i st hat
right?

A. Uh- huh, yes.

Q How was notice affected to the respondent
| i sted on Exhibit B-37?

A. By certified mail.

Q What ot her neans was used by EOG? Was it

publ i shed in the newspaper?

A Yeah. The Bluefield Daily Tel egraph.

Q And what date was that published?

A July the 20th, 2006.

Q Are there any unknown parties in this unit?
A No.

Q kay. Have proofs of publication and nai

certification been filed with the Board?
A Yes.

Q kay. |s EOGaut horizedto conduct businessin
t he Commonweal t h?

A Yes.

Q And is there a blanket bond on file with the
depart nment ?

A. Yes, there is.




Q What percentage of this unit is EOG seeking tg
pool ?

A It’'s .01%

Q Now, as far as negotiations with the party
respondent |isted on Exhibit B-3, are those...you' re stil
attenpting to reach an agreenent, is that right?

A Yes.

Q And i n the event you woul d reach and agr eenent,
what woul d be the terns offered to Hard Rock?

A. One-eighth royalty, five dollars an acre per
bonus for a five year term

Q Ckay. Do you consider this to be fair
conpensation for a lease in this area?

A Yes.

Q Is there an escrow requirenent for this
particular unit?

A No.

Q And you are requesting the Board to pool those
parties listed on Exhibit B-3, is that right?

A Yes.

Q And are you al so requesting that EOG be naned

as operator for this unit?




A Ri ght .

Q What address shoul d be used for the
communi cation if they ' re sent to this applicant?

A kay. It's EOG Resources, Inc., Southpoint
Pl aza One, 400 Sout hpoi nt Boul evard, Ste. 300, Cannonsburg,
Pennsyl vani a 15317, Attention: Flavious Smth, Landman.

Q kay. And shoul dall conmuni cati ons be sent tg

t hi s addr ess?

A Yes.

Q kay. What’'sthetotal depth of thiswell, M.
Per ki nson?

A Ckay. It’s 3,360 feet.

Q Now, as far as pooling formations, you' re

asking for anything fromthe surface to the target depth to be

pool ed, is that right?

A Yes.

Q But you’ re excluding coal seans?

A Uh- huh.

Q Ckay. What are the estinated reserves of this
uni t ?

A 300 nmcf.

Q And what’'s the dry hole costs for this unit?




Okay. It’'s $234,500.

And the conpl eted costs?

$401, 000.

Now, was an AFE filed with the application?

Yes.

o » O > O >

And that was signed by EOG s engi neering
departnent, is that correct?

A Yes. Yeah, M chael MCowan.

Q Okay. Does this AFE include a reasonable
charge for supervision?

A Yes, it does.

Q And, i nyour opinion, woul dthe grantingof thisg
appl i cation prevent waste and protect correlative rights?
A Yes.

TIM SCOTT: That's all the questions | have, M.
Wanpl er .

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

TIM SCOIT:  No, sir.

BENNY WAMPLER: Is there a notion?




MARY QUI LLEN

BENNY WAMPLER

PEGGY BARBAR:

BENNY WAMPLER

BENNY WAMPLER

BENNY WAMPLER

(Al menbers signify by saying yes.)

(No audi bl e response.)

TI M SCOTT: Thank you.

DAVI D W PERKI NSON:  Thank you

Mbotion to approve.
Is there a second?
Second.

Al'l in favor, signify by saying yes.

Opposed, say no.

You have approval.

BENNY WAVPLER:

to go to or not?

MARY QUI LLEN:

BENNY WAMPLER

BENNY WAMPLER

BENNY WAMPLER

Next is a petition fromEquitable Producti on Conpany for pooling
of coal bed nmet hane unit VC-536596. This is docket nunber

VGEOB- 06- 0718-1678. 1t’s nunber eight. |s that where you said

JIM KAISER: No, we did that one.

JIM KAI SER. That was the one with the Rasnakes.

JIMKAISER. So we go to eighteen.

Go back t o nunber ei ght on t he agenda.

We did that one.

Oh, that’s right.

Never m nd.

| had...|l had witten it in and then




marked it out and didn’t look at ny mark. A petition from
Equi t abl e Production Conpany...strike that. A petition from
Equi t abl e Producti on Conpany for a well | ocation exception for
proposed wel | V-504594. This is docket nunber

VGEOB- 06- 0815-1698. W' daskthe partiesthat wishto addressthe
Board in this matter to cone forward at this tine.

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

Kai ser and Don Hall on behalf of Equitable Production Conpany.
M. Hall was sworn in earlier on itemnunber eight. The first
two itens we have are | ocation exceptions and we have exhibitsg
to pass out for both of those.

BENNY WAMPLER: (Okay. Therecordw || showno ot hers.

You may proceed.

(Don Hall passes out exhibits.)

DON HALL

DI RECT EXAM NATI ON

QUESTI ONS BY MR, KAl SER:

Q M. Hall, if you would state your nane for the
record, who you' re enployed by and in what capacity, please?
A. My nane is Don Hall. |’ menpl oyed by Equi t abl ¢

Producti on Conpany as District Landman.




Q And do your responsibilities include the |and
i nvol ved here and the surroundi ng area?

A. They do.

Q Are you famliar with the application we fil ed
seeking a | ocation exception for well V-504594?

A Yes.

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

A. They have.

Q Coul d you i ndi cate for the Board t he ownership
of the oil and gas underlying the unit for this well?

A. It’s owned by the Town of Coeburn. Equitabl €
Production has a | ease fromthe Town of Coeburn.

Q Ckay. W' re seeking an exceptionfromone wel l
here and that being well V-5040207

A Yes.

Q Are there any correlative rights issues
I nvolved in this request?

A No.

Q And al | of theland underlyingtheunit for that

wel | is also owned by the Town of Coeburn?




A Yes.

Q And subject to the sane | ease?

A Yes.

Q Ckay. Now, in conjunction with the exhibit

t hat you’ ve prepared and passed out to the Board, could you
expl ain why we’re seeking this |ocation exception?

A. I’ m showi ng that 4594 as shown on red on
exhibit. Doyouseetwo other wellsw thradius aroundthem wth
circles around thenf? Those are 2500 foot radi us whi ch anyt hi ng
out si de of those circles would be a legal location. There’ s g
| ocation to the east that’s not on this because it currently is
not permtted is the reason we don’t put it onit. But it’s on
the U. S. Forest Service BLMTract andit’s specifically spotted
on their property. They tell us where we’ve got to put it. The
reason...one of the reasons this location is where it is, it’'s
froma t opographi c standpoint. As you can see fromthe contours
aroundit, especiallytothe west andthe north of this particul ar
well, it’s very steep, al nost strai ght up and down. |f we noved
it beyond the two bl ue radius or blue circles that you on see on
t he map, we would be falling with the circle of the other well
that’s a BLM which | should have put on this plat, but I didn’t

because it wasn’t permtted. But the only |legal spot for this




wel | woul d be down near the forks of the creek to the...al nost
due north of where the well is. CObviously, fromlooking at the
terrain that’s nmuch too steep for the location. But this

| ocationis spottedthereto maintain sonme spaci ng fromthe 4596,
which is to the east. That’s not on this map. Again, like I
said, if you check the spacing fromall three wells, that woul d
t hr owus down near the forks of the creektothe north of the well.
Q In the event this |location exception were not

granted, woul d you project the estimated | oss of reserves?

A 200 million cubic feet.

Q What’ s the total depth of this proposed well 7
A 4,022 feet.

Q Are you asking that...requesting that this

| ocati on exception cover convention gas reserves to i nclude the
desi gnated formations fromthe surface to the total depth
drilled?

A Yes.

Q In your opinion, would the granting of this
| ocati on exception be in the best interest of preventing waste,
protecting correlative rights and maxi m zi ng the recovery of the
gas reserves underlying the unit for V-504594?

A. Yes.




JIMKAI SER:  Nothing further of this witness at this
tinme, M. Chairmn.

BENNY WAMPLER: Questions frommenbers of the Board?

MARY QUI LLEN. M. Chairnan.

BENNY WAMPLER: Ms. Quil | en.

MARY QUILLEN: | have just one question. M. Hall,

exactly where is this |ocated? | see where it says "National".
Is this National Forest...the Jefferson National Forest?
DON HALL: Yes. |It’'s south of Coeburn.

MARY QUI LLEN:  Sout h of Coeburn?

DON HALL: Yeah. Sout hwest of Coeburn.

JI M KAl SER: Sout hwest of Coebur n.

DON HALL: Yeah.

MARY QUI LLEN: CQut toward the Fl atwoods?

DON HALL: No actually it’s back toward the Hi gh Knob

di rection.

MARY QUI LLEN: GCh, okay. Ckay, okay.

DON HALL: Yeah.

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

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?




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

application be approved as submtted.

BENNY WAMPLER: Is there a notion?

PEGGY BARBAR: Mdtion to approve.

MARY QUI LLEN:  Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

(Al menbers signify by saying yes.)

BENNY WAMPLER: (Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval . Next isapetition

fromEqui t abl e Producti on Conpany for a well | ocation exception
for proposed well V-501836. This is docket nunber
VGEOB- 06- 0815-1699. W' daskthe partiesthat wishto addressthe
Board in this matter to cone forward at this tine.

JIMKAISERR M. Chairman and Board nenbers, again,

Ji mKai ser and Don Hal | on behal f of Equitabl e Producti on Conpany.

BENNY WAMPLER: The record will show no others. You

may proceed.
DON HALL

DI RECT EXAM NATI ON




QUESTI ONS BY MR, KAl SER:

Q M. Hall, do your responsibilities with
Equi t abl e i ncl ude the | and invol ved here and the surroundi ng
ar ea?

A It does.

Q Are you fam liar with the application we fil ed
seeking a | ocation exception for V-5018367

A Yes.

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

A They have.

Q Coul d you i ndi cate for the Board t he ownership

of the oil and gas underlying the unit for this well?

A Equi tabl e actually owns the oil and gas
underlyingthisunit. 1t’s not | easedfromanyone. W actually
own it.

Q Ri ght. Andwe’re seeking an exceptionfromtwg

di fferent wells, those being nunbers P-348 and P-347, correct?
A Yes.
Q Are there any correlative rights i ssues there?

A No.




Q Now, you’ve prepared anot her exhibit for thisg
hearing for the Board and it’s quite busy. Could you go through
t hat for the Board and explain why we’'re seeking this exception
and, | guess, inparticular notethe areathat you' ve got outlined
there in pink, | guess, it is?

A. Again, the wells that we’'re receiving a
| ocati on exception fromis P-348, whichis the northern nost well
and 347, which is the eastern nost well, but | put other wells
onthisexhibit toindicatew ththe 2500 f oot radi us around t hese
wel |'s to indicate where the spot for alegal |ocationwuldfall.
|’ ve highlighted that in the red or pink highlight. As you can
see, a state road goes through the property. There’s a nunber
of (inaudible). O course, tothe south of that roadis alarge
flat area, which woul d be great for awell [ocation. But that’sg
i n the process of being subdivided. So, we could not find any
placewi thinthelegal | ocationareatherethat we coul d stay away
from houses and stay out of the areas that are going to be
subdi vided. So, that’s the reason we ended up putting the well
where it is.

Q So, really the only place you coul d go woul d beg
to the sout hwest and you just stated why you can’t do that?

A. Yeabh.




Q In the event this |location exception were not

granted, woul d you project the estimted | oss of reserves?

A 400 mllion cubic feet.

Q And what’s the total depth of this proposed
wel | ?

A 5666 feet.

Q Are yourequestingthel ocationexceptioncover

convention gas reserves to i nclude the desi gned formati ons fron
the surface to the total depth drilled?

A Yes.

Q I n your opinion, would the granting of this
| ocati on exception be in the best interest of preventing waste,
protecting correlative rights and maxi m zi ng the recovery of the
reserves underlying this unit?
A Yes.
JIMKAISER:  Nothing further of this witness at this
time, M. Chairman.

BENNY WAMPLER:  Questions fromnmenbers of the Board?

MARY QUI LLEN. M. Chairman, | have one question.

BENNY WAMPLER:  Ms. Quillen

MARY QUILLEN: Are these other...these surroundi ng

wel |l s, these are all conventional wells al so?

—




DON HALL: Yes.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI MKAI SER° W’ d ask that t he application be approved
as submtted, M. Chairman.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

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

(Al'l menbers signify by saying yes, but Donnie
Ratliff.)

BENNY WAMPLER.  Opposed, say no.

DONALD RATLI FF: | abstain, M. Chairmn.

BENNY WAMPLER: One abstention, M. Ratliff. Next ig

petition fromEquitable Production Conpany for coal bed net haneg
uni t VC-537060. This is docket nunber VGOB- 06- 0815-1700. W' d
ask the parties that wish to address the Board in this matter ta
come forward at this tine.

JI M KAI SER: M. Chairman, Jim Kai ser and Don Hal l




BENNY WAMPLER: The record will show no others. You

may proceed.

DON HALL

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q M. Hall, do your responsibilities includethg
| and i nvolved in this unit and the surroundi ng area?
A Yes.
Q Are you famliar with Equitabl e’ s application
seeki ng a pool i ng order for EPCwel |l nunber VC- 537060, whi ch was
dated July the 14th, 20067
A Yes.
Q Does Equitable own drilling rights inthe unit
| nvol ved here?

A They do.

Q Prior tofiling the applications, were effortg
made to contact each of the respondents |isted at Exhibit B and

an attenpt made to work out a voluntary | ease agreenent?




A Yes.

Q And what is the interest of Equitable under
| ease in the gas estate in the unit?

A We have 0% of the gas estate | eased.

Q And what is the interest under |lease to

Equitable in the coal estate in the unit?

A W have 92.68% of the coal estate |eased.

Q Are all unleased parties set out at Exhibit
B- 37

A Yes.

Q And so the portion of the gas estate that’'s

unl eased is 100% correct?

A Yes.

Q And a portion of the coal estatethat’s unl eased
is 7.32%

A That’ s correct.

Q kay. Now, thisisthe...the gas estate again

i nvol ves a fam liar character in these proceedi ngs, the Yell ow
Popul ar Lunber Conpany.

A That's correct.
Q And, agai n, you’ ve continued...we’ vetestified

numer ous occasi ons about what efforts have been nmade to | ocate




any possi bl e sharehol ders or owners of that interest?

A. Yes, we’ve been | ooking for themfor quite
sonmetinme. They disappeared in the early...in the late ' 20s.
Q I n your professional opinion, has due di | i gence

been exercised to | ocate each of the respondents naned---?

A Yes.

Q ---in this application?

A Yes.

Q Are the addresses set out in Exhibit Bto the

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

unl eased interest listed at Exhibit B-3?

A Yes.

Q Now, areyoufamliar wwththe fair market val ug
of drilling rights in the unit here and the surroundi ng area?

A Yes.

Q Coul d you advi se t he Board as t o what t hose are?

A We pay a five dollar bonus on a pay year term

Wi th a one-eighth royalty.
Q Did you gain your famliarity by acquiring oi

and gas | eases, coal bed net hane | eases and ot her agreenents




I nvolving the transfer of drilling rights in the unit invol ved
here and the surroundi ng area?

A Yes.

Q I n your professional opinion, didtheterns you
j ust testifiedtorepresent the fair market value of and the fair
and r easonabl e conpensationto be paidfor drillingrights wthin
this unit?

A Yes.

Q Now, as to...actually, we have got an adverse
oi | and gas | essee and we have an unl eased. ..the coal estate. So,
as to those parties |isted at Exhibit B-3, do you agree that they
be all owed the statutory options with regard to their interest
within the unit: 1) Participation; 2) a cash bonus of five
dol | ars per net m neral acre plus a one-eighth of ei ght-eighths
royalty; or 3) in lieu of a cash bonus and one-ei ghth of
ei ght-eights royalty share in the operation of the well on a
carried basis as a carried operator under the follow ng
condi tions: Suchcarriedoperator shall beentitledtothe share
of production fromthe tracts pool ed accruing to his or her
i nt er est exclusive of any royalty or overriding royalty reserved
i nany | eases, assi gnnents thereof or agreenents rel atingtheretag

of such tracts, but only after the proceeds applicable to that




share equal , A) 300%of the share of such costs applicable totheg
i nterest of the carried operator of a | eased tract or portion
t hereof ; or B) 200%of the share of such costs applicable to theg
i nterest of a carried operator of an unleased tract or portion
t her eof ?

A Yes.

Q Do you recomrend that the order provide that
el ections by any respondents be in witing and sent to the
appl i cant at Equi tabl e Production Conpany, 1710 Pennsyl vani a
Avenue, P. O Box 2347, Charleston, West Virginia 25328,
Attention: Leslie Smth, Regul atory?

A Yes.

Q Shoul d this be the address for al

comuni cations with the applicant concerning any force pooling
or der ?

A Yes.
Q Do you recommend the order provide that if ng
Wwitten election is properly nade by a respondent, then such
respondent should be deened to have el ected the cash royalty
option in lieu of any participation?

A Yes.

Q Shoul d t he unl eased respondents be given 30




days fromthe date that they receive the Board order tofiletheir
wWritten el ections?

A Yes.

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

A Yes.

Q Does t he appl i cant expect any party that el ects
to participate to pay in advance that party’s share of actua
conpl eted wel |l costs?

A Yes.

Q Shoul d the applicant be allowed 120 days
foll owi ng the recordati on date of the Board order and t hereafter
annual |y on that date until production is achieved, to pay or
t ender cash bonus or delay rental becom ng due under the forcs
pool i ng order?

A Yes.

Q Do you reconmend t hat the order provide that if
a respondent elects to participate but fails to pay their
proporti onate share of well costs, then their election to
partici pate should be w thdrawn and void and such respondent

shoul d be treated as if no initial election had been filed, in




ot her words, deenmed to have | eased?

A Yes.

Q Do you recomrend that the order provide that
where a respondent elects to participate but defaults in regard
to the paynent of well costs, any cash sum becom ng payable tg
t hat respondent fromthe applicant be paid within 60 days after
t he | ast date on which such respondent could have nmade their
paynent of well costs?

A Yes.

Q Let’s see, in this particular case, the Board

needs to establish an escrow account---?

A That’ s correct.

Q ---to cover the proceeds from--?

A Tract 1.

Q ---just Tract 1, correct?

A Yes.

Q kay. And who shoul d be named oper at or under

t he force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of the proposed
wel | ?

A. 2513 feet.




Q The estinmated reserves for the unit?

A 230 mllion cubic feet.

Q Are you famliar with the wells costs for thig
particul ar well?

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 it represent areasonabl ¢
estimte of the well costs?

A Yes.

Q Coul d you state both the dry hol e costs and
conpl eted well costs for this well?

A. The dry hol e costs i s $128, 592 and t he conpl et ed
wel | costs is $315, 901.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge for
super vi si on?
A It does.

Q In 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 of this witness, M.

Chai r man.

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI MKAI SER. W' d ask that t he applicati on be approved
as subm tted.

BENNY WAMPLER: Is there a notion?

MARY QUILLEN: Mdtion to approve.

PEGGY BARBAR:  Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

BENNY WVAMPLER: All in favor, signify by saying yes.

(Al menbers signify by saying yes, but Donnie
Ratliff.)

BENNY WAMPLER: (Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval




DONALD RATLI FF: | abstain, M. Chairmn.

BENNY WAMPLER: One abstention, M. Ratliff. Next ig

a petition fromEquitable Producti on Conpany for establishnent
and pooling of conventional gas unit V-536798. This is docket
nunber VGOB-06-0815-1701. W’ d ask the parties that wish to
address the Board in this matter to conme forward at this tine.

JIMKAI SER M. Chairnman, again, JimKaiser and Don
Hall. W’ ve got arevisedexhibit. Theonly changesit’s going
to reflect are sone address changes.

BENNY WAMPLER: The record will show no others. You

nmay proceed.

DON HALL

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q M. Hall, again, your responsibilitiesinclud¢g
the | and i nvolved here in this unit and the surroundi ng area?
A Yes.

Q Are you famliar with Equitabl e s application




seeki ng to establish aunit and pool any unl eased interest inthe
unit for EPCwell V-536798, which was dated July the 14th, 20067

A Yes.

Q Does Equitable own drilling rights inthe unit
I nvol ved here?

A Ve do.

Q Agai n, the only reason we have a revi sed B and
B-3 i s because we do have...we did sone find sonme changes i n the
addr esses?
A. Yeah. W had...the correct zip code for
Bri stol Tennessee because they had put Virginiaonthe exhibits,

so we corrected it.

Q That was the only thing?
A Yeah.
Q kay. And prior to filing the application

were efforts made to contact each of the respondents listed in
Exhi bit B and an attenpt nmade to work out a voluntary | ease
agr eenent ?

A Yes.

Q kay. What is the interest under |ease to
Equitable in this unit?

A We have 89. 39% | eased.




On B-3 you

nore t han

Evi dent | y,

bei ng getting the mail.

Are all unleased parties set out at B-3?
They are.

So, t he percentage renai ni ng unl easedi s 10. 617

> O > O

That' s correct.

BENNY WAMPLER: Let nme ask you while you' re on that.

have a Bruce Sti dham Coeburn, Virginia. Do you have
t hat ?
DON HALL: That's...that’s all we can conme up wth.

he has been accepting it. They have been...he has

SHARON PI GEON:  It’'s being delivered that way?

DON HALL: Hunt

SHARON PI GEON:  It’'s being delivered that way?

DON HALL: Yeah.

BENNY WAMPLER: And he’s returning it?

DON HALL: Par don.

BENNY WAMPLER: He’s refusing to accept it?

DON HALL: No, | think he has accepted it.

BENNY WAMPLER: He has accepted it?

DON HALL: Yeah.

BENNY WAMPLER: Ckay. All right.

JI M KAl SER:  Yeah.




BENNY WAMPLER: | was just checking. Proceed.

Q Wth that bei ng said, we don’t have any unknown
entities in this...respondents in this unit, right?

A Ri ght .

Q Ckay. And are they addresses set out to
Exhibit Bto the application, the | ast known addresses for theg
respondent s?

A Yes.

Q Are you requesting this Boardto force pool all

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 advi se t he Board as t o what t hose are?

A A five year term a five dollar bonus wth &

one-ei ghth royalty.

Q I nyour opinion, dotheterns youjust testified
to represent the fair market val ue of and the fair and reasonabl ¢
conpensation to be paid for drilling rights within this unit?

A. They do.

JI M KAl SER: Now, M. Chairman, at this tinme |’'d ask




t hat t he Board consider incorporating the testinony previously
t akeninitemnunber 1700 regardi ng the el ecti on opti ons af f orded
any unl eased partiesandthedifferent times andresponsibilities
t hat go along with those options.

BENNY WAMPLER: They wi || be incorporated.

Q kay, M. Hall, this being a conventional wel
and not havi ng any unknown or unl ocat eabl e parties, t he Board does
not need to establish an escrow account ?

A That’'s correct.

Q And who shoul d be naned oper at or under t he force

pool i ng order?

A Equi t abl e Producti on Conpany.

Q And what’ s t he t ot al dept h of t he proposed wel | 7

A 6212 feet.

Q The estimated reserves for this unit?

A 150 mllion cubic feet.

Q Are you famliar with the well costs for thig
wel | ?

A Yes.

Q Has an AFE been revi ewed, signed and submtted

to the Board?

A It has.




Q Does it represent a reasonabl e estimate of theg
wel | costs, in your opinion?
A Yes.
Q Coul d you state for the Board both the dry hol €
costs and conpleted well costs for this well?
A. The dry hol e costs i s $252, 151 and t he conpl et ed
wel | costs is $466, 194.
Q Do these costs anticipate a nultiple
conpl eti on?
A. They do.
Q Does the AFE include a reasonable charge for
supervi si on?
A Yes.
Q In your professional opinion, would the
granting of this application be in the best interest of
conversation, the prevention of waste and the protection of
correlative rights?
A Yes.

JIM KAISER:  Nothing further of this wtness, M.

Chai r man.

BENNY WAMPLER: Questions frommenbers of the Board?

Bl LL HARRI S: M . Chai r man.




BENNY WAMPLER: M. Harris.

BILL HARRIS: Actually, just an observation on

your. ..l guess, we could goto Exhibit B...well, it’s not really
question. | just findit interesting, curious, | guess, that the
Lut her B. StidhamHeirs that none of those fol ks | eased and---.
JI MKAI SER: W’ ve pool ed t hemon previ ous occasi ons.
DON HALL: On ot her occasions, we’ ve pool ed them
They’' rejust not interestedinleasing. Actually, they havetold
us that they...if you' Il |ook at page three of the exhibit---.

BILL HARRIS: Is this the newone that you handed out 7

DONHALL: Yeah. It says, “or David Sti dhamand Bruce
Stidham if the deeds are recorded.”

BILL HARRI'S: Yes.

DON HALL: Sone of these...sone of these other Stidhan
Heirs have told us that the property has been conveyed to t hese
two peopl e, but there has never been any deeds recorded. So,
we’ re notifying the owners of the record, who are the ones
that...in the early part of this. But if and when the deed ig
ever recorded, | guess, these other two guys are goingtoown it.
So, we're trying to cover our bases both ways there.

JIMKAI SER. So, we could go froma lot of heirs to two

heirs if they would just record the all eged deeds or provide




BENNY WAMPLER: Ot her - --.

JIMKAISER ---with a recorded copies.

BILL HARRI'S: | have anot her question al so.

BENNY WAMPLER: M. Harris.

BILL HARRIS: Far be it fromne to questi on econoni es

and this sort of thing. But did you say the reserve was a 1507
DON HALL: Yeah.

BILL HARRIS: And this depth is what 6---?

DON HALL: Yeah.

BILL HARRIS: | nean, this seens |like a | ot of noney
t o spend.

DON HALL: Well, it does, but---.

BILL HARRIS: | nean, is the---.

DON HALL: ---at $8 gas, | guess, it’'s econonical.

BILL HARRI'S: The econom cs gas now days, | guess,
is...mkes it...well, hum okay. That’'s it.

BENNY WAMPLER: O her questions from nenbers of the

Board? Do you have anything further?

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

appl i cation be approved as submtted with the revised B and B- 3

Exhi bi t.




BENNY WAMPLER: Is there a notion?

PEGGY BARBAR: Mdtion to approve.

MARY QUI LLEN. Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

(Al'l Board nenbers signify by saying yes, but Donni ¢
Ratliff.)

BENNY WAMPLER: (Opposed, say no.

DONNI E RATLI FF: | abstain.

BENNY WAMPLER:  You have approval. One abstention,

M. Ratliff. Next is a petition from Equitable Production

Conmpany for pooling of coal bed nmethane unit VC- 536664, docket
nunber VGOB-06-0815-1702. W’'d ask the parties that wish to
address the Board in this matter to come forward at this tine.

JI M KAl SER: M. Chairman, Jim Kai ser and Don Hal l

agai n, on behal f of Equitable Production Conpany.

BENNY WAMPLER: The record will show no others. You

nmay proceed.

DON HALL

DI RECT EXAM NATI ON




QUESTI ONS BY MR KAI SER

Q M. Hall, do your responsibilities includetheg
| and i nvol ved here and the surroundi ng area?

A They do.

Q Are you famliar with the application we fil ed
seeking to pool any unleased interest in the unit for EPC well
VC- 536664, dated July the 14th, 20067

A Yes.

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

A W do.

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

A Yes.

Q VWhat is the interest under | ease to Equitable
Wi thin the gas estate in this unit?

A W have 99.98% | eased.

Q And the interest under |ease to Equitable
Wi thin the coal estate in this unit?

A 98...99.98%

Q So, there isn’'t any conflicting claimnts?




It’s a fee mneral tract?
A. No. Right.
Q O afeenmmneral unit, | thinkit is. So, the
I nterest in the gas and coal estates that remains unleased is
0. 02%
A Yeah, that’s correct.
Q kay. We don’t have any unknown entities in
this unit either, do we?
A No.
Q I n your professional opinion, was due di |l i gence
exercised to | ocate each of the respondents?
A Yes.
Q Are the addresses set out in Exhibit Bto the
application, the |last known addresses for the respondents?
A They are.
Q Are you requesting this Board to force pool all

unl eased interest listed at Exhibit B-3?

A Yes.

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

A Yes.

Q Coul d you advi se t he Board as t o what t hose are?




A A five dollar bonus with a five year termw th
a one-eighth royalty.
Q I nyour opinion, dotheterns youjust testified
to represent the fair market val ue of and the fair and reasonabl ¢
conpensation to be paid for drilling rights within this unit?
A. They do.

JIM KAI SER:  Again, M. Chairman, we’d ask that the

Board consi der incorporating the testinony regarding the
el ection options afforded any unl eased parties that was
previ ously taken with hearing nunmber 1700.

BENNY WAMPLER: They wi || be incorporated.

Q Ckay, M. Hall, we’ve al ready established t hat
we don’t need an escrow account for this unit. W should be

naned operator under the force pooling order?

A Equi t abl e Producti on Conpany.

Q And what’ s the total depth of the proposed wel |
her e?

A 2300 feet.

Q And the estimated reserves for the unit?

A 230 million cubic feet.

Q Has an AFE been revi ewed, signed and submtted

to the Board as Exhibit Cto the application?




A It has.

Q I n your opinion, does it represent areasonabl ¢
estimte of the well costs?

A Yes.

Q Coul d you state the both the dry hol e costs and
conpl eted well costs for this well?

A. The dry hol e costs i s $134, 316 and t he conpl et ed
wel | costs is $358, 808.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE i nclude a reasonabl e charge for
super vi si on?

A Yes.

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

A Yes.

JIM KAISER:  Nothing further of this wtness, M.

Chai r man.

BENNY WAMPLER:  Questions fromnmenbers of the Board?




BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOBWLSON: Exhibit B-3indicates gas estateonly. |
bel i eve, according to testinony and the application, you' re
pool ing gas estate and the coal estate?

JIMKAISER | got you.

(Ji m Kai ser hands an exhibit out.)

BOB WLSON: | thought | had called on that.

JI M KAI SER: (1 naudi bl e).

BOB W LSON: No, sir.

DON HALL: Didn’t | get it attached to that?

JI M KAI SER Hun®

DONHALL: Didit not get attached to the application?

JI M KAl SER:  Yeah, we didn’t have gas and coal. W

j ust had gas.

BENNY WAMPLER: So, what did you give us?

JIMKAISER | gave you a revised B-3 to reflect the
gas and coal estate. |In other words, we don’t have a conflicting
cl ai mhereinTract 2. It’safeemneral tract andit’s unl eased

as to both estates.

BENNY WVAMPLER: | just wanted it ontherecord. Thank

you. O her questions?




JIM KAl SER. A typo.

BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: Do you have anything further?

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

appl i cati on be approved as submitted with a revised B-3?

BENNY WAMPLER: Is there a notion?

MARY QUILLEN: Mdtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

(Al'l Board nenbers signify by saying yes.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval . Next isapetition

fromEqui t abl e Producti on Conpany for establishnent and pool i ng
of conventional gas unit V-536778. This is docket nunber
VGEOB- 06- 0815-1703. W' daskthe partiesthat wishto addressthe
Board in this matter to cone forward at this tine.

JIM KAISERE M. Chairman and Board nenbers, again,




Ji m Kai ser and Don Hal |

BENNY WAMPLER: The record will show no others. You

may proceed.
(Don Hall passes out revised exhibits.)

BENNY WAMPLER: Just for everybody’'s interest, we're

going to go until about 1:00 and give the other people tinme ta
get away at | unch and have their |unch over with so t hat we m ght
get in and out in an hour. So, we’'ll break fromabout 1:00 until
2: 00 dependi ng on where we are with this. You nay proceed.

JIMKAISER M. Hall, before we get started, can you
explain what the revision are to these exhibits that you just
passed out?

DON HALL: We found sone additional addresses since
the initial exhibit.

JIM KAI SER:  So, we found...sone people in the

ori gi nal application that we were show ng as bei ng unknown and
unl ocat eabl e we found addresses for?
DON HALL: Yeah.

JIM KAl SERE  Ckay. But we haven’t picked up any

addi ti onal | eases or anything?
DON HALL:  No.

JIM KAl SER:  Ckay.




DON HALL

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q Are you famliar with the application that we
filed seeking the establishnment of the unit and to pool any
noney. .. any unl eased i nterest for EPC wel |l V-536778, dated July
t he 14th, 20067

A Yes.

Q Does Equitable own drilling rights inthe unit
i nvol ved here?

A Yes.

Q And prior tothefilingof theapplication, were
efforts nade to contact each of the respondents and an attenpt
nmade to work out a voluntary | ease agreenent?

A Yes.

Q What is the interest of Equitable under | ease
in this unit?

A W have 95.93562% | eased. To correct a
guestion you just asked, we do have sone...|eased people that
we’ ve | eased since the |ast---.

Q Oh, you do?

A Yes. They're listed in---.




Q And that’sreflectedinthis revised Exhibit B7
A Yeah. |It’s reflected B-2.

Q B- 37

A Di smi ssed in B-2.

Q Ckay. So, all the new | eases you picked are

reflected as di sm ssed---7?
A. Ri ght.
Q ---fromthe jurisdictionof the Board as | eased

parties in B-2, right?

A That’'s correct.

Q kay. So...and all the unl eased parties that
still exist are set out in revised Exhibit B-3?

A That’'s correct.

Q And what i nterest renai ns unl eased inthe unit?

A 4.06438%

Q Al right. W do still have some unknown

respondents in this unit, is that correct?
A Yes.
Q And you’ ve made reasonabl e and di |l i gent efforts
toidentify and | ocate these unknown heirs and are continuing tg
make t hose efforts?

A. Yes.




Q I n your professional opinion, has due di |l i gence
been exercised to | ocate each of the respondents naned?

A Yes.

Q Are t he addresses set out inrevised Exhi bit B,
t he | ast known addresses for the respondents?
A. They area.
Q Are you requesting this Boardto force pool all

unl eased interest |listed at Exhibit B-3?

A Yes.

Q Again, are you famliar with the fair market
val ue of drilling rights in the unit here and the surroundi ng
ar ea?

A Yes.

Q Coul d you advi se t he Board as t o what t hose ar e

A Five doll ar bonus with a five year termwith a

one-ei ghth royalty.

Q I nyour opinion, dotheterns youjust testified
to represent the fair nmarket val ue of and the fair and reasonabl ¢
conpensation to be paid for drilling rights within this unit?

A. They do.

JIM KAI SER:  Again, M. Chairman, we’d ask that the

Board consider incorporating the testinony regarding the




el ection options previously taken in item 1700.

BENNY WAMPLER: They wi || be incorporated.

Q M. Hall, in this particular case, the Board
does need t o est abl i sh an escrowaccount for Tract 9 where we still
have sone unknowns, is that correct?

A Yes.

Q And who shoul d be name oper at or under any force

pool i ng order?

A. Equi t abl e Producti on Conpany.

Q And what’ s the total depth of this proposed wel |
her e?

A 5475 feet.

Q How ruch?

A 5475 feet.

Q | think that m ght be different than what we

have in the application.

BENNY WAMPLER: That’'s what...that’'s the contract

f oot age 5475.

JIMKAISER: | | ooked at 5395 in the application.

BENNY WAMPLER: The AFE had---.

DON HALL: The AFE has got 5475.

JIM KAl SER:  Ckay.




BENNY WAMPLER:  So, you just anended on record here.

JI M KAl SER.  Anmended it on record, yeah.

Q And the estimated reserves for the unit?
A 400 mllion cubic feet.
Q Has an AFE been revi ewed, signed and submtted

to the Board?

A It has.
Q I n your opi nion, does it represent areasonabl ¢
wel | cost?

A Yes.

Q What is the dry hol e costs and conpl eted wel |
costs for this well?

A The dry hol e costs for thiswell i s $240, 808 and
t he conpleted well costs is $464, 147.

Q Do these costs anticipate a nultiple
conpl eti on?

A. They do.

Q Does your AFE include a reasonabl e charge for
supervi si on?

A Yes.

Q In your professional opinion, would the

granting of this application be in the best interest of




time, M.

Ratiff.)

approval .

conversation, the prevention of waste and the protection of

correlative rights?

as submitted with the revi sed exhibits.

A Yes.
JIMKAI SER:  Nothing further of this witness at this
Chai r man.

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI MKAI SER. W' d ask that the application be approved

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

(Al'l Board nenbers signify by saying yes, but Donni ¢

BENNY WAMPLER.  Opposed, say no.

DONNI E RATLI FF: | abstain, M. Chairman.

BENNY WAMPLER: M. Ratliff abstains. You have




DON HALL: Thank you all

BENNY WAMPLER: Thank you. Next is a petition fron

Chesapeake Appal achia, LLC for establishnent and pooling of
conventional gas unit 825947. This is docket nunber

VGEOB- 06- 0815-1704. W' daskthe partiesthat wishto addressthe
Board in this matter to cone forward at this tine.

JI' M KAI SER: M . Chai rman and Board nenbers, Jim

Kai ser on behal f of Chesapeake Appal achia, LLC. Qur w tnesses
inthis mtter will be M. Dennis Baker and M. Stan Shaw. W' d
ask that they be sworn at this tine.

(Denni s Baker and Stan Shaw are duly sworn.)

BENNY WAMPLER: The record will show no others. You

may proceed.

JIMKAISERR M. WIson, do you want to mention the

| etter that has been sent out on this well? Qur one unl eased
party has already elected to partici pate.

BOB WLSON: Yes. Again, | assume, just for the

record with the... M. Justice appeared earlier, we received 4
| etter fromBuchanan Real ty Conpany, LLCstating that they woul d
| i ke to announce their intention to participate in the well if
pooling is approved. | think they're well aware that they have

to wait for the order to cone out. For the record.




BENNY WAMPLER: Ckay. Thank you. You nay proceed.

JIMKAISER Al right. Are we ready to go? W’|

start with M. Baker.

DENNI S R. BAKER

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q M. Baker, if you could state your name, who
you' re enpl oyed by and in what capacity?

A. My nanme is Dennis Baker. |’ m enployed by
Chesapeake Appal achia as Seni or Land Representative.

Q And do your responsibilities include the |and

i nvol ved here and the surroundi ng area?

A. Yes, they do.
Q Are you fam liar with Chesapeake’s application
seeking to establish a drilling unit and pool any unl eased

i nterest inthat unit for well nunber 825947, whi ch was dat ed Jul ¥
t he 14th, 20067

A. Yes, | am




Q Does Chesapeake Appal achiaown drillingrights
in the unit involved here?
A Yes.
Q And prior tothefilingof theapplication, were
efforts made to contact each of the respondents and an attenpt
made to work out a voluntary | ease agreenent?

A Yes.

Q What’ s the interest under | ease to Chesapeake

Wi thin the unit?

A. At the tine of application, we had 94. 1077299
| eased.

Q And that woul d still be accurate at this tine?

A The same interest |eased.

Q Al right. And you' re famliar with the

unl eased interest within the unit?

A Yes.

Q And what percentage is that?

A Unl eased is 5.892271%

Q. And are al | unl eased parties set out at Exhi bit

B- 37

>

Yes.

Q And we do not have any unknown respondents




W thin this unit, is that correct?
A That’'s correct.

Q And are the addressees set out in Exhibit Btd
t he application the | ast known addresses for the respondents?
A Yes.

Q Are you requesting this Boardto force pool all

unl eased interest listed at Exhibit B-3?

A Yes.

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

A Yes, | am

Q Coul d you advi se t he Board as t o what t hose are?

A. A five dollar per acre consideration, a five

year termwith a one-eighth royalty.
Q In your opinion, do the terns you ve just
testified to represent fair and reasonabl e conpensation to be
paid for drilling rights within this unit?
A Yes.

JIM KAI SER:  Again, M. Chairman, with your

perm ssion, |’dliketoincorporatethe el ectionoptiontestinony
t aken previously in item 1700.

BENNY WAMPLER:  That wi Il be incorporated.




Q M . Baker---7?

BENNY WAMPLER: Before you do that, will you affirn

t hat ?
Q Do you agree with the incorporation of that

testi nony, M. Baker?

A Yes.

Q kay. I'msorry. W don't have to establish
an escrow account for this well, is that correct?

A That’'s correct.

Q And who shoul d be naned oper at or under any force

pool i ng order?
A Chesapeake Appal achia, LLC
JIMKAISER: That’s all | have of this witness at thig
tinme, M. Chairnman.

BENNY WAMPLER:  Questions fromnenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Cal | your next wi tness.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER




Q M. Shaw, could you state for the Board who
you' re enpl oyed by and in what capacity?

A. My nane is Stan Shaw. |’ m enpl oyed by
Chesapeake Appal achia as a reservoir engineer.

Q And do your responsibilities include the | and

i nvol ved here and the surroundi ng area?

A Yes.

Q And what’ s the total depth of the proposed wel |
her e?

A 5,755 feet.

Q And the estimted reserves?

A 400 mllion cubic feet.

Q Are you famliar with the well costs for thig
wel | ?

A Yes.

Q Has an AFE been revi ewed, signed and subnmtted

to the Board as Exhibit C?

A Yes.

Q I n your professional opinion, does that AFE
represent a reasonable estimte of the well costs?

A It does.

Q Coul d you state for the Board both the dry hol €




costs and conpleted well costs for this well?

A. Dry hol e costs are $275, 116 and conpl et ed wel |
costs are $532, 154.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE i nclude a reasonabl e charge for
super vi si on?

A It does.

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

A Yes.

JIM KAI SER:  Nothing further of this witness, M.

Chai r nan.

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

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

appl i cati on be approved as submtted.

BENNY WAMPLER: Is there a notion?




DONNI E RATLI FF: So noved, M. Chairman.

BENNY WAMPLER: Motionto approve. |Isthereasecond?

PEGGY BARBAR:  Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

(Al'l Board nenbers signify by saying yes.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. W go to numnber

twenty-si x now because twenty-five was withdrawn. Next is a
petition for Appal achian...from Appal achi an Energy, Inc. for
pool i ng coal bed nethane unit AE-166. This is docket nunber
VGEOB- 06- 0815-1705. W' dask the partiesthat wishto addressthe
Board in this matter to cone forward at this tine.
JIMKAISER M. Chairman, inthis case, it will be Jin
Kai ser, Jim Tal ki ngton and Frank Henderson on behal f of
Appal achi an Energy. |’ve got revised exhibits to pass out.

BENNY WAMPLER: Al | right.

(Ji m Tal ki ngton and Frank Henderson are duly sworn.)
(Ji m Kai ser passes out exhibits.)

BENNY WAMPLER: The record will show no others. You

—




nmay proceed.
JI MKAI SER:  Yeah, before...yes, sir, before we begin
| et me explain why you ve got the revised exhibit. W
| nadvertently when we filed the application on the 16th of July
showed sone entities who were unl eased on the gas estate side
bei ng | eased on t he coal estate side andthat was wong. So, this
Wi | | refl ect those changes and t he correct percentages of the gas
estate and coal estate that are unl eased.

BENNY WAMPLER: Al l right. No other changes, just to

correct that?

JIM KAI SER:  Ri ght.

BENNY WAMPLER  Ckay.

JIMKAISER. [’'Ill start with M. Talkington

JI M TALKI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q If you d state your nane for the Board, who
you' re enpl oyed by and in what capacity?
A. Ji m Tal ki ngton, |and agent for Appal achi an

Ener gy.




Q And your responsibilities include the |and
i nvol ved here and the surroundi ng area?

A Yes, sir.

Q Are you famliar with the application seeking
a pooling order for this well?

A Yes.

Q And does Appal achi an Energy, Inc. owndrilling
rights in this unit?

A. Yes, they do.

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

A. Yes, they were.

Q kay. Now, based upon our newset of exhibits,
whi ch do include B, B-3 and E
(Ji m Kai ser confers with Jim Tal ki ngton.)

Q Coul d you state for the Board t he per cent age of
t he gas estate that is under | ease to Appal achi an Energy at thi g
time?

A 89. 24%

Q And the percentage of the coal estate that’s

under | ease?




A 90. 02.

Q kay. And all unl eased parties are set out at
revi sed Exhibit B-3?

A Yes.

Q Ckay. So, the percentages of the...the
per cent age of the gas estate that remai ns unl eased at this ting
i s 10. 769

A That’ s correct.

Q And the percentage of the coal estate that
remai ns unl eased is 9.98%
A Correct.
Q Ckay. Amazingly enough, we do not have any
unknown respondents in this unit, is that correct?
A That’'s correct.
Q I n your professional opinion, was due di | i gence
exercised to | ocate each of the respondents naned i n Exhi bit B7
A Yes, it was.
Q And are the addresses set out in the revised
Exhi bit B the | ast known addresses for the respondents?
A. Yes, they were.
Q Are you requesting this Boardto force pool all

unl eased interest as listed at the new revi sed Exhi bit




B- 37

A Yes, we are.

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

A Yes.

Q Coul d you advi se t he Board as t o what t hose ar e

A. Fi ve doll ar bonus with a five year termwith g

one-ei ghth royalty.

Q In your opinion, do the ternms you’ ve just
testified to represent the fair and reasonabl e conpensation tg
be paid for drilling rights in this unit?
A Yes.

JIMKAISER: Again, if M. Talkington agrees to the

testinony that taking earlier, we’d ask the Board to consider
| ncor poratingthat testinonyregardingelectionoptions afforded
any unl eased parties.
A Yes.

BENNY WAMPLER: Do you agree with those?

A. Yes, sir.

BENNY WAMPLER: That wi || be incorporated.

Q kay. And in accordance with our revised set

of exhibits, M. Tal kington, we do need the Board to establish




an escrow account for Tract 2 of the unit, is that correct?

A That’ s correct.

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

A Appal achi an Energy, Inc.

JIMKAISER: That’'s all | have for this witness, M.
Chai r man.

BENNY WAMPLER:  Questions fromnmenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Cal | your next wi tness.

FRANK HENDERSON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q M. Henderson, if you woul d state for the Board
who you’' re enployed by and in what capacity?

A Frank Henderson, President of Appal achi an
Ener gy.

Q And you' re famliar with the application we

filed seeking a pooling order here?




A Yes.
Q And what’ s the total depth of the proposed wel |

under the plan of devel opnent?

A 1902 feet.

Q And the estimated reserves for the unit?

A 250 ml1ion.

Q And you're famliar with the AFE t hat has been

prepared, revi ewed, signed and submtted to the Board as Exhi bit
C?

A Yes.

Q I n your opinion, does it represent a represent
a reasonabl e estimate of the well costs?
A Yes.
Q Coul d you state for the Board both the dry hol &
costs and conpleted well costs for this well?
A The dry hole costs $157,150. The conpl eted
wel | costs $352, 468.
Q Do these costs anticipate a nmultiple
conpl eti on?
A Yes.
Q Does your AFE i nclude a reasonabl e charge for

supervi si on?




A

Q

conservati on
correlative ri
A.

JIM

granting of this application be in the best interest of

Yes.

In your professional opinion, would the

the prevention of waste and the protection of
ght s?
Yes.

KAI SER:  Not hing further of this wtness, M.

Chai r man.

BENNY WAMPLER: Questions frommenbers of the Board?

(No

BENNY WAMPLER: Do you have anything further?

audi bl e response.)

JIM

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

exhi bits.

appl i cati on be approved as submtted with the revised set of

BENNY WAMPLER: Is there a notion?

DONNI E RATLI FF: So noved, M. Chairman.

BENNY WAMPLER: Mbtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Second. Any further discussion?

(No

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

audi bl e response.)

(Al l

Board nenbers signify by saying yes.)




BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval . Next isapetition

f romAppal achi an Energy, I nc. for pooling of coal bed net hane uni t
AE-169. This is docket nunmber VGEOB-06-0815-1706. We'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

(Jim Kai ser passes out revised exhibits.)

JIMKAISER:  Again, M. Chairman, it will be Jim

Kai ser, Jim Tal ki ngton and Frank Henderson on behal f of
Appal achi an Energy, Inc.

BENNY WAMPLER:  You j ust handed us revi sed exhibits.

JIMKAISER  Sir?

BENNY WAMPLER:  You just handed us a---.

JIMKAI SER.  Yeah. These revised exhibits, it’'s the
exact sane revi sionthat you sawon AE-166. Agai n, we had peopl €
respondents |isted as bei ng unl eased on the gas estate side and
| eased on the coal estate side, which was incorrect. So, thess
revi sedexhibitsw || refl ect thecorrect status of those...|eass
status of those folks and the correct percentages |eased and

unl eased.




BENNY WAMPLER: Pr oceed.

JI M TALKI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q M. Tal ki ngton, again, do your
responsibilities include the land involved in this unit and t he
surroundi ng area?

A. Yes, they do.
Q Are you famliar with the application that we
filed seeking to pool any unleased interest inthe unit for thig
wel | ?

A Yes, | am

Q Does Appal achi an Energy, Inc. own drilling
rights in the unit involved here?

A Yes, they do.

Q Prior to the filing of the application, were
ef forts made to contact each of the respondents nanmed i n Exhi bit
B and an attenpt nade to work out a voluntary | ease agreenent 7
A Yes.

Q At this time, what is the interest of

Appal achi an Energy, Inc. under | easeinthe gas estate withinthe




uni t?

under

parties set out

remai ns unl eased

unl eased at this

unknown i nt er est

B the | ast known

A

Q
| ease?

A

Q

A

Q
A

Q

A

Q

A

Q

A

Q

A

84.42%

And the percentage of the coal estate that’s

87.86%

kay. So, that will...are all unleased

n Exhibit B-3?

Yes, they are.

The revi sed Exhibit B-3?

Yes.

And...so, the interest of the gas estate that
at this tine is 15. 58w

That’'s correct.

Andtheinterest inthecoal estatethat remains
time is 12.14%

That’ s correct.

Again, it does not appear that we have any
owner s?

No, we don't.

And ar e t he addr esses set out i nrevi sed Exhi bi t
addresses for all of the respondents?

Yes, they are.




Q Are you requesting this Board to force pool all

unl eased interest as listed at revised Exhibit B-3?

A Yes, we are.

Q Again, are you famliar with the fair market
val ue of drilling rights in the unit here and the surroundi ng
ar ea?

A | am

Q Coul d you advi se t he Board as t o what t hose are?

A. A five dollar bonus, a five year termand a

one-ei ghth royalty.

Q In your opinion, do the terns you ve just
testified to represent the fair and reasonabl e conpensation tg
be paid for drilling rights within this unit?

A. Yes, they do.

JIMKAI SER  Again, if M. Tal kington agrees with the
testi nony taken earlier and the Board wll allowit, we ask that
We i ncorporate the testinony taken in hearing itemnunber 1700
regardi ng the el ection options afforded any unl eased parties.

A | agree.

BENNY WAMPLER: Those wi |l be incorporat ed.

Q kay. And, again, we do not needto...no wait

a mnute. We do need to. |In this particular unit, the Board




needs to establish an escrow account to escrow proceeds
attributable to Tracts 5,6 and 7, is that correct?

A That’'s correct.

Q And who shoul d be nanmed oper at or under any for ce
pool i ng order?

A. Appal achi an Energy, Inc.

JIM KAISER:  Nothing further of this witness, M.

Chai r man.

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

FRANK HENDERSON

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q M . Henderson, do your responsibilities

i nclude the land involved here and the surroundi ng area?

A Yes, sir.

Q What’ s the total depth of this proposed well 7
A 2,245 feet.

Q And the estimated reserves for this unit?

A 250 mllion.




Q Are you famliar with the well costs for thig
wel | ?
A Yes.
Q An AFE has been revi ewed, signed and subm tted
to the Board as Exhibit C?

A Yes.

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

A Yes.

Q State for the Board both the dry hol e costs and
conpl eted well costs for this well.

A The dry hol e costs $143, 869 and t he conpl et ed
wel | costs $356, 475.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes, they do.

Q Does your AFE i nclude a reasonabl e charge for
supervi si on?
A Yes.
Q In your professional opinion, would the
granting of this application be in the best interest of

conservation---7?




time, M.

of correlative rights?

application be approved with the revised set of exhibits.

A. Yes, it wll.

Q ---the prevention of waste and the protection

A Yes.
JIMKAISER:  Nothing further of this witness at this
Chai r man.

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

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

BENNY WAMPLER: Is there a notion?

DONNI E RATLI FF:  So noved, M. Chairnman.

BENNY WAMPLER: Mbtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  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: (Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval . Next isapetition




fromDaugherty Petrol eum Inc. for establishnent and pooling of
conventional gas unit DPlI 1772, docket nunber VGOB- 06- 0815-1707.
W' d ask the parties that wishto address the Boardinthis matter
to cone forward at this tine.

(Speakers cone forward.)

BENNY WAMPLER: |’ d ask everyone to introduce

t hensel ves starting with M. Kaiser.

JI M KAl SER: M. Chairman, Jim Kai ser on behal f of

Daugherty Petroleum M witnesses inthese natters and two nore

here | ater onthe docket will be Ms. Moni ca Franci sco and M. Brent

Canp.

BENNY WAMPLER:  Sir, would you identify---7?

STEVEM NOR. M naneis Steve Mnor. |’ ma nenber of
the Virginia State Bar. | amhere today on behal f of the | and

owner Al |l ender and Browni ng, LLC. W have a smal | factual point
to raise in connection with this application.

BENNY WAMPLER: Ckay. W'll let himgo forward and

| et you raise that. You may proceed.
JIMKAISER |’'d ask that Ms. Francisco and M. Canp
be sworn at this tine.

(Moni ca Francisco and Brent Canp are duly sworn.)




MONI CA FRANCI SCO

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q Moni ca, coul d you st at e your nane f or t he Board,
who you’ re enployed by and in what capacity?

A " m Moni ca Franci sco, Vice President of the
| and departnent at Daugherty Petrol eum

Q Now, you have not previously testified before¢g
the Board. | guess, first of all, Daugherty Petroleumis
aut hori zed to do busi ness in Virgi ni a and does have a bl anket bond
on file with the DGO, is that correct?

A Yes.

Q kay. And since you haven't testified before,
coul d you just briefly go over sonme of your work experience and
educati onal background with the Board?

A. Certainly. | graduated fromLincoln Menori al
University with a degree in business. | worked for Evan Ener gy
running title, acquiring | eases and pipeline. | worked for
Consol running title in Buchanan and Russell County. |’ ve been
Wi t h Daugherty Petrol eum for three years.

Q Okay. Do your responsibilities include the




| and i nvol ved here in this unit and the surroundi ng area?

A Yes.

Q And are you famliar with Daugherty’s
appl i cation seeking the establishnent of a unit and t he pool i ng
of any unl eased interest inthat unit and that being the unit for
DPI 1772, which was dated July the 14th, 20067

A Yes.

Q Now, does Daugherty own drilling rights intheg
unit invol ved here?

A Yes.

Q And prior tothefilingof the application, were
ef forts made t o cont act each of t he respondent s havi ng ani nt er est
in the unit and an attenpt nmade to work out a voluntary | ease
agreenent with thenf

A Yes.

Q And what is the interest under |lease to
Daugherty intheunit...withinthe gas estateintheunit at this
time?

A 68. 40%

Q And are all unl eased parties set out at Exhi bit
B- 37

A. Yes.




Q So, that neans that the interest that renains
unl eased within the unit is 31.60%

A Yes.

Q Which is represented by Tracts 1, 2 and 3, whi ch
are the Al ender and Browning tracts, correct?
A Yes.

Q kay. W don’t have any unknown respondents
W thin this unit, correct?
A Yes.

Q So, the addresses set out in Exhibit Bto the
application are the |ast known addresses for the respondents?
A Yes.

Q Are you requesting this Boardto force pool all

unl eased interest as |listed at Exhibit B-3?

A Yes.

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

A Yes.

Q Coul d you advi se t he Board as t o what t hose are?

A. Fi ve dol | ar bonus, five year term one-eighth

royalty.

Q In your opinion, do the terns that you just




testified to represent the fair market value of and the fair
reasonabl e conpensation to be paid for drilling rights wthin
this unit?

A Yes.
JI MKAI SER:  Now, if Ms. Franci sco agrees and t he Board
wi Il allowit, | would again |ike to incorporate the testinony
t aken previously in item 1700 regarding the statutory el ection
opti ons af f orded any unl eased parties or if M. Browni ng and hi g
attorney woul d Ii ke ne to go through themagain, 1’ d be happy to.

STEVE M NOR:  No.

JIM KAl SER:  Ckay.

BENNY WAMPLER: Do you accept those terns?

MONI CA FRANCI SCO Yes.

BENNY WAMPLER:  Yes?

JIMKAISER: In this particular---.

SHARON Pl GEON:  We need an oral answer.

BENNY WAMPLER: | need you to say yes.

MONI CA FRANCI SCO  Onh, yes. | thought | did.

BENNY WAMPLER: Thank you. That will be

i ncor por at ed.
Q The Board does not need to establish an escrow

account for this well, correct?




A Yes.
Q And who shoul d be naned oper at or under any f orce
pool i ng order?
A Daugherty Petrol eum Do you want t he addr ess?
Q No, that’s fine.
JIMKAI SER.  Nothing further of this witness at this
tinme, M. Chairman.

BENNY WAMPLER:  Any questions from nenbers of the

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

BENNY WAMPLER: Cal | your next w tness.

BRENT CAMP

DI RECT EXAM NATI ON

QUESTI ONS BY MR, KAl SER:

Q M. Canp, if you could state your nane for the
Board, who you' re enpl oyed by and in what capacity?
A |’ mBrent Canp. |’ mVice President of geol ogy
f or Daugherty Petrol eum
Q I think probably many years ago you did testify
bef ore the Board maybe on behal f of Equitable.

A | have.




JI MKAI SER: | don’t knowif the Board...woul dyoulikeg
to hear M. Canp’s work experience or---.

BENNY WAMPLER: |’ mprobabl y t he onl y one here t hat has

heard it. So, it would probably be good to.

JIM KAl SER:  Okay. Yeah.

Q I f you woul d go over...if you kind of gothrough
your educational background and experience for ne.

BENNY WAMPLER: Except M. WIson, of course.

A. |’ ve got a Bachel or’ s of geol ogy degree fromt heg
Uni versity of Kentucky. | beginworkinginVirginiain 1977 for
Equi t abl e Resources i nthe Nora Fi el d when t here was probabl y | ess
than 50 wells inthe field at the tinme. | was on the teamt hat
devel oped coal bed nethane in the Nora Field. | net before this
Board for the first spacing units for the coal bed nethane. |
permtted the first disposable Cass Il D disposal well in
Virginia. At Evan Energy, | supervised and oversaw the
constructi on and design of pipeline fromHarlan County through
Lee County down to Rogersville. So, |’ve been involved in
Virginia for quite a long tine.

Q And what i s thetotal depth of the proposed wel |
under the plan of devel opnent here, that being 17727

A The total depth is expected to be 5850.




Q And the estimated reserves for this unit?

300 million cubic feet.
Q Now, are you famliar with the well costs for
this well?
A Yes, | am
Q Has an AFE been revi ewed, signed and submtted

to the Board as Exhibit Cto the application?
A Yes.

Q In your professional opinion, do those costs
represent a reasonable estimte?

A Yes, they do.

Q Coul d you state both the dry hole costs and
conpl eted well costs for this well?

A The dry hole cost is $217,621.25. The

conpl eted well costs would be $399, 166. 25.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes, they do.

Q Does your AFE include a reasonabl e charge for
super vi si on?

A Yes, it does.

Q In 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, it woul d.

JIMKAISER:  Nothing further of this witness at this
time, M. Chairman.

BENNY WAMPLER: Questions frommenbers of the Board?

MARY QUI LLEN. M. Chairnman, | have a question.

BENNY WAMPLER:  Ms. Quillen

MARY QUI LLEN: Could you repeat the reserves?

BRENT CAMP: 300 million.

BENNY WAMPLER: O her questions?

BILL HARRI'S: Yes, M. Chairnan.

BENNY WAMPLER: M. Harris.

BILL HARRIS: | just have a question about the well

| ocation plat that we have. Just a point of information, wthin
the plat itself, not the external stuff, it tal ks about Kent ucky
state plain coordinates. Where...where are we | ocated here?

JIM KAl SER  That should say Virginia. |If you | ook

down...if you |look down in the legend it says---.

BILL HARRI'S: Yeah...yeah...yeah. | was saying...in

the rest of it it does say Virginia.




JIMKAISER It says Virginia in the |egend. But,

yeah, the---.

BILL HARRIS: | was just curious.

JIMKAI SER. That's a m st ake.

BILL HARRIS: And they are different nunbers. That

was why | asked the question because Virginia...well,
there’s...well, | presune Kentucky does have a state plain
coordi nate system Is it not aligned with ours in such a manner
t hat the nunbers are---?

JI M KAI SER:  Gosh, that’s sonething | couldn’t tel

you. Do you know?
BRENT CAMP: | believe they are two separate systens.

BILL HARRIS: Systens. Even when they butt up, they

don’t...l mean, there’s no comon reference at that point other
t han, you know, this---.

BRENT CAMP: There’'s probably sonme kind of a progran
t hat can convert fromone to the other.

BILL HARRI'S:  Yeah, yeah. But thisisinVirginia, |

guess i s what |’ m asking.

BRENT CAMP: Yes.

JIM KAISER:  Yes, sir. Lee County, Virginia. |

woul d direct you to the | egend and then we can file a corrected




pl at that takes that informationinthe |l ower | efthand corner off
t here.

BENNY WAMPLER: So that’s not showing the state |ine

there? You're not at the state |line?

BRENT CAMP:  No.

JIMKAI SER  No, these aren’t anywhere near the state
| i ne.
BRENT CAMP: \What | woul d say, just speaking off the
cuff, i s some conpani es, coal conpani es andthe like, |iketo see

t he Kentucky Pl ai ns Coordi nat es al so because they reference of f

of that.

JI M KAl SER:  Yeah. So, we’ll do whatever you want.
If you want us to...if that’s okay or we can renove them

BENNY WAMPLER: A corrected plat.

BOB WLSON: Yeah. Wen | get one for the permt
application, I don't want that on there.

JIM KAl SER:  Ckay.

SHARON PI GEON: | don’t think we should have it on
t here.

BENNY WAMPLER:  Yeah, right. Oher questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?




JI M KAI SER: Not at this tine, M. Chairman.

BENNY WAMPLER: Is there a notion?

SHARON PI GEON: M. M nor.

BENNY WAMPLER: | know. You said you wanted to neke

a statenent.

STEVE MNOR: Yes. | can bring this small fact out
t hrough M. ... question and answer with M. Browning. But if the
Chai rman will permt, | would describe that point and

t hen- - -.

BENNY WAMPLER: Go ahead and do that.

STEVE M NOR: ---go ahead if there’ s any need for any

guestioning. M. Browning, on the plat attached to the
application, is the owner of parcels of one, two and three. The
west ern boundary...the western nost parcel shows a jagged

boundary. M. Browning would testify that his understandi ng of
t he shape of the boundary on that side is a straight |ine roughly
on the dinension of what’s shown in---.

BENNY WAMPLER:  So t he j agged part shoul dn’t be t here?

STEVE M NOR: This part, right. He's also got from

hi s nei ghbor, M. Palner, who is the owner of the blue map. Heg
has a honenade overl ay of thewel|lsincludingthewell tothenorth

and west. So, this is the 1772 property and this the 741 wel |




tothenorthand west. And you can see fromM . Pal ner’ s honmenade
overlay a different strai ght |ine boundary such that part of the
circle of the acreage that’s sought to be pooled by this
application, there’' s another...the boundary extends so there’s
anot her | and owner who i s unaccounted for in this application by
a small sliver in the northwest part of this circle.

BENNY WAMPLER: Show nme 772 on there again.

STEVE MNOR: 772 is right here.

BENNY WAMPLER:  Ckay.

STEVE M NOR: 741 or 1741 is up here. The boundary

shown on 741 is this straight |ine---.

BENNY WAMPLER  Ri ght .

STEVE M NOR: ---which does not correspond with this

j agged | ine here. So, it’s sonewhere along this way i s the way
t he boundary goes, to M. Browning’ s understanding, and the
di fference has the effect on this application in the sense that
there is a small sliver between where this boundary

i ntercepts...north/south boundary intercepts the east/west
boundary that allows a bit of this acreage of whoever the next
owner istothe west to beincludedinthe property that i s sought
to be made a part of 1772.

BENNY WAMPLER: Ckay. W' d ask you to address that.




JI MKAI SER  Yeah. W have talked with M. M nor and
M. Browning out in the hallway earlier today regarding this.
Basi cally, stated that, you know, that it is a honenade map, but
It may very well becorrect. W haveacertifiedwell plat. Wat
we' d | iketodowth boththeir approval and t he Board’' s approval
woul d be to go forward wi th what we have today and t hen t ake t hat
i nformati onand giveit to Daugherty’ s surveyor. |If it turns out
that they' re correct then, obviously, we’'d ask that this
appl i cation be dismssed and we’d file an application to repool
this unit or to pool this unit with the correct boundaries and
correct information or you' d rather, we can just continue it, |
guess.

BENNY WAMPLER: | think we’d rather continue it than

todothat. So, that's...withthe Board s nodthat’s what we wil |
do and |l et you work that out and then that way you don’t have tQ
represent testinony. You don’t have to show back up if this ig
correct.

JI M KAI SER: If this is correct?

BENNY WAMPLER:  Yes.

STEVEM NOR: That’s all that we had t o say about this.

W& have not hing...no other evidence on the next one.

ROBERT PALMER: | got sonething to bring up.




BENNY WAMPLER: | need...| need your nane for the

record.

ROBERT PALNMER: Robert Pal ner. | mthe owner of the

134 acres.

MR. BROAWNING He’'s the one...he’s the one that’ s got

t he bl ue map.

JI' M KAI SER: He’'s the owner of Tract 6.

ROBERT PALMER:  \Wher ever you peopl e go i n and you m ne

or you take and drill a well you cut tinber, okay, and you never
| et t he | andowner know, who owns t he property, as to who gets theg
ti nber and sonmeone el se cones i n and haul s your tinber off. The
| ast well youdugonny...youdrilledonnypropertythereis about
5 acres there that was di sturbed. The tinber was cut. | go down
there and | find out that the tinber had been haul ed of f. They
don’ t knowwho hauled it off. Now, that is ridiculous. | think
soneone in the state should be responsible for hol ding these
conpani es responsi bl e for maki ng sure that the | and owner gets
rei nbursed for his tinber.

BENNY WAMPLER: Wl |, you' re suppose to get

notice that they're putting a well there---.

ROBERT PALMER. And they don’t tell you...they start

drilling a well and no one ever notified nme when they was goi ng




to drill the well or nothing.

BENNY WAMPLER: And it was on your property?

ROBERT PALMER: It was on ny property. Right here

is...the well nunber was 755.

JIMKAISER M. Chairman, that well was drilled by

Daugherty’ s predecessor and interest, Evan Energy, and not by
Daugherty.

ROBERT PALMER:  Daugherty had the contract onit at the

time. Daugherty is paying the dividends on the---.

JI' M KAI SER: | stand corrected.

BENNY WAMPLER: Wel | nunber 7557

ROBERT PALMER:  755.

JI M KAl SER 1755.

MONI CA FRANCI SCO 1755.

ROBERT PALMER: | go down there and | said, “Were is
the tinber at?” They said, “Someone hauled it off.” | said,
‘“Wo?” “I don’'t know.”

BENNY WAMPLER:  But you never received notice of the

wel | ?

ROBERT PALMER: | never received notification as to

when t hey was going to start drilling or nothing. | think thig

i s ridicul ous.




BENNY WAMPLER: O course, that’s not subject today’ g

hearing, but it is of interest to us to have that information.

ROBERT PALMER:  That’ s t he reason why | can down here.

BENNY WAMPLER: M. WIson.

BOB WLSON: | think the pertinent question woul d be,
did he get notified of the permt application?

BENNY WAMPLER: That’'s what | was---.

ROBERT PALMER: | got notified of the permt

appl i cation. But when they was goingto start drillingthe well
to take and disturb the land, no one notifies ne.

BENNY WAMPLER:  Wel |, the | aw and regul ati on require

you t o be noticed of the permt application and you have specifig
rights to object inthat permt applicationthat’s set out in | ay
and regul ation. As far asto what each stage of howt hey’ re goi ng
t o conduct the work, there’s nothing that we have aut hority over
to require subsequent notices, if that makes sense to you.
nean- - - .

ROBERT PALMER: No, it doesn’t nmake any sense. It

sounds |i ke sonebody is just putting the shaft to soneone.

BENNY WAMPLER: Wel |, | nean, you can talk to your

| egi slature, sir. | nean, thisis what...our awcoversinitial

notice to you regarding the permt. |If it’s on your |and, then




you have...you do have a say so on your land within the permt
area as far as we’re concerned. CQutsideof that, youknow, that’s
you and them or you and the Courts.

BILLHARRIS: M. Chairman, | et nmejust ask a questi on.

| mean, he brought up an interesting point about the tinber. |
know we’ ve never addressed that and that actually

doesn’ t...probably doesn’t...just out of curiosity, what happens

traditionally in these cases? | nean, what normally happens?
Surely that tinber is not just open for grabs...l nean, up for
gr abs f or anybody who j ust conmes al ong. | nean, what...what...is

t here a procedure for that?

BOB WLSON: Qur regulation requires that tinber

that’ s cut on our permtted sites be handl ed i n one of two ways.
It’s either it can be actual | y cut up and used as sedi nent control
i n what we refer to as brush barriers, onsteepterrain, it’'s ong
of the best nethods of sedinment control; or it has to be stacked
out for future use. Now, we do not control that future use. W
do not determne if the operator...mny tines the operators pay
expenses, which include the cost of the tinber. They then

di spose of thetinber as they want to. O her operators nake deal s
Wi t h the | andowners. W have absol utely nothing to do with the

act ual handling of that tinber other than howit is handl ed duri ng




the siteconstruction. Toreiterate what M. Wanpl er was sayi ng,
t he purpose of notification of the permt applicationis to
basically put the | and owner on notice that these actions are
going to take place on their property and give themthe
opportunity to beinvolvedif they want as to howt hose operati ong
are to take place.

ROBERT PALMER: \What i s soneone supposed to do after

he gets a permt? Go down every day to find out...to see
if...drivetwenty-fiveor thirty mles every day just to see when
they' re going to start?

BOB WLSON: Again, we have no control over that.

ROBERT PALMER: See that’s...that’s the thing right

t here that bothers me. At the price of gasoline, afellowcan't
afford to drive it too many tinmes for what you get out of it.

BENNY WAMPLER: We j ust don’t have any juri sdiction on

that part of it, sir.

ROBERT PALMER: Ckay. Okay, thank you.

BENNY WAMPLER:  So, everybody is in agreenent to

conti nue this?

JIM KAl SER Wl l,---.

BENNY WAMPLER: You're not---7?

JIMKAISER. ---1"d like to ask that the Board




condi tional ly approve this application on the chance that thig
plat is correct and then that way we don’t have to cone back and
redo any testinony or anything else. W can condition it upon
a |l etter or sone sort of agreenent signed by nyself and M. M nor
that it turns out that this plat is correct.

STEVE M NOR The affected party is the m ssing party.

JI M KAI SER: If there i s one.

STEVE MNOR. |If there is one, yeah. So, | can't say

ot her than M. Browni ng doesn’t disagree with that manner of
proceedi ng. But whether the Board does is another natter.
(Board nenbers confer.)

BENNY WAMPLER: | mean, |I'mstill in the nood of

continuing it until it’s resolved because we don’t have a...we
have a di spute here. As you nentioned, we don’t have. .. you know,
you don’t have to bring your w tnesses back. W already have
t estinony---.

JIMKAISER. That's fi ne.

BENNY WAMPLER: ---o0on record---.

JIM KAISER:  That's fine.

BENNY WAMPLER: ---if it’s correct and you agree to

t hat, somethinginwiting, youdon't have to cone back and we’ ||




go fromthere. Oherwi se...and we can...we can just vote on it
next nont h.

JIM KAISER:  That's fine.

STEVE M NOR | understood you’' ve already conti nued

sone of the applications related to this---.

BENNY WAMPLER: W t hdr ew one.

STEVE MNOR: ---vicinity.

JIMKAISER Well, we withdrew 1773, the | ocation

exception, because we’'re going to nove it to a | egal |ocation,
whi ch wi Il change the unit. So, we withdrew the force pooling
and we’ Il come back next nonth on that.

BENNY WAMPLER: Ckay. This is...this is continued

until next nonth.

BOB W LSON: M . Chai rman

BENNY WAMPLER: M. WIson.

BOB WLSON: Coul d | suggest...the sanme thing that we
t al ked about earlier today. Question howlong they think it’g
going to take to get this resolved. |If they think they can
reasonably do it by next nonth, if not, let’s put it further down
the road. |[|f they think they can reasonably get it done by next
nont h, yeah, | think that would be great to bring it back next

nont h.




JIM KAISERE  We’ve only got until Friday.

Bl LL HARRI' S: Yeah, because there’'s...there woul d be

a notice issue, wouldn’t there, if this involves anot her person?
| nean, you have to have a mi ni rumanount of tinme to notify those
peopl e.

BENNY WAMPLER: So, do you want to continue it until

COct ober ?
(Ji m Kai ser, Steve M nor, Monica Francisco and M.
Br owni ng confer.)

BENNY WAMPLER: Just cut the record.

(O f record.)

BENNY WAMPLER:  1t’s continued until Septenber. Al

right. 1t’s 1:00 o' clock. Board, do you want to break for
| unch?

JIMKAI SER: | could do these next two inten m nutes.
Come on.

BENNY WAMPLER:  The next personwi |l want to dotheirs

i n ten.
JIMKAI SER. Well, no, the next onewill takealittle
| onger than ten m nutes.

BENNY WAMPLER:  Yeah, right. Let’s just break for

| unch.




(Lunch.)

BENNY WAMPLER: Ckay. W' Ill call the neeting to

order. W' re back on record. The next itemon the agenda is 3
petition from Daugherty Petroleum Inc. for establishnent of
pool i ng. .. establishnment and pool i ng of conventi onal gas unit DPI
1774. This is docket nunber VGOB-06-0815-1709. W' d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JI' M KAI SER: M. Chai rman and Board nenbers, Jim

Kai ser, Mbonica Franci sco and Brent Canp on behal f of Daugherty
Petroleum | do...l1’ve got another revised exhibit. Wat
happened on this one, on the total percentage | eased on the ong
we filed with the application, it said 99.6 and we didn’t round
it up so that...it needs to say 99.69, so that the unl eased
percentage 0.31 would add up to 100.

(Ji m Kai ser hands out revised exhibits.)

BENNY WAMPLER: Ckay. You may proceed.

MONI CA FRANCI SCO

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q Ckay. Ms. Franci sco, doyour responsibilities




i ncl ude the | and i nvol ved here and the surroundi ng area?
A Yes.
Q Are you famliar with Daugherty’s application
seeking to establish a unit and pool any unl eased interest for
DPI wel |l nunber 1774, which was dated July the 14th, 20067

A Yes.

Q Does Daugherty own drilling rights inthe unit
I nvol ved here?
A Yes.
Q And prior to the filing of application, were
efforts made to contact each of the interest owners in the unit
and an attenpt made to work out a voluntary | ease agreenment with
each of then?
A Yes.
Q And what is the interest under |ease to

Daugherty within the unit at this tinme?

A 99. 69%

Q And are al | unl eased parties set out at Exhi bit
B-3?

A Yes.

Q So, the interest at this tinme that renains

unl eased is 0.31%




A Yes.

Q And we don’ t have any unknown r espondent s inthe
unit, correct?

A Correct.

Q And t he addresses set out in revised Exhibit E
to the application are the [ ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force pooling

al | unl eased interest as |listed at Exhibit B-3?

A Yes.

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

A Yes.

Q Coul d you advi se t he Board as t o what t hose are?

A A five dollar bonus, a five year term

one-ei ghth royalty.

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

A. Yes.




testinony taken in...previously in the hearing 1700.

BENNY WAMPLER: Do you agree?

A | do, vyes.
Q And we do not need to establish---?

BENNY WAMPLER: That wi Il be incorporated.

time, M. Chairnan.

(No audi bl e response.)

BENNY WAMPLER: Cal |l you next w tness.

BRENT CAMP

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

JIMKAISER |If Ms. Francisco agrees, M. Chairnan,

I"dliketoincorporatethe election...statutory el ection option

Q ---account for this unit, correct?

A Correct.

Q And who shoul d be naned operator under
or der ?

A Daugherty Petrol eum

JIMKAI SER.  Nothing further of this witness at this

BENNY WAMPLER:  Questions fromnmenbers of the Board?

Q M. Canp, what is the proposed depth of the

any




wel | ?

A 5670.

Q And the estimated reserves for the unit?

A 300 mllion cubic feet.

Q Are you famliar with the well costs for thig
wel | ?

A Yes, | am

Q Has an AFE been revi ewed, signed and subnitted

to the Board as Exhibit Cto the application?
A Yes, it has.

Q I n your opi nion, does it represent areasonabl ¢
estimate of the well costs?

A Yes, it does.

Q Coul d you state both the dry hole costs and
conpl eted well costs, please?

A Yes. The dry hole costs is $209, 127.25. The
conpl eted well costs is $388,926. 25.

Q Do these costs anticipate a nultiple
conpl eti on?

A. Yes, they do.

Q Does your AFE i nclude a reasonabl e charge for

supervi si on?




A Yes, it does.

Q In 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, it woul d.

JIMKAI SER.  Nothing further of this witness at this
tinme, M. Chairmn.

BENNY WAMPLER: Questions frommenbers of the Board?

BILL HARRIS: | have a question---.

BENNY WAMPLER: M. Harris.

BILL HARRIS: ---about the dry hol e costs. Coul d you

state that again, the dry hole and then the conpl et ed?

BRENT CAMP: Well, the dry hole cost would be

antici pating that the hole was dry. On the AFE, you can see 38
total down there, you Il see the 338.

BILL HARRIS: Right. Yeah.

BRENT CAMP: That’s consi dering that you go ahead and
do a conpletion job and do all that work and then deemit dry.
I f you deemit dry at the point of drillingit and logging it and
determi ne that you don’t want to go on for conpletion then it’s

t he 2009.




BILL HARRIS: Where is the 209?

BENNY WAMPLER: Ri ght up here.

MARY QUILLEN: It’s in the nmddle of the matri x.

BILL HARRIS: Ah, okay, yes. Total drilling?

BENNY WAMPLER:  Yes.

BILL HARRIS: | see. Thank you.

BENNY WAMPLER: O her questions?

Bl LL HARRI S: One ot her coment.

BENNY WAMPLER: Sure, M. Harris.

BILL HARRIS: The plat, again, has the Kentucky

coordi nates |i sted.

JIMKAISER: Right. They all do. W’Il|l get all of

t hose correct ed.

BILL HARRIS: Yeah. That's it for ne.

BENNY WAMPLER:  Any ot her questions?

(No audi bl e response.)

JI M KAI SER. Do you have anything further?

(No audi bl e response.)

JIM KAISER W' d ask that the application be

submtted with the revised Exhibit B and then the revised pl at
to foll ow

BENNY WAMPLER: Is there a notion?




MARY QUI LLEN. Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

(Al'l Board nenbers signify by saying yes.)

BENNY WAMPLER: (Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval . Next isapetition

fromDaugherty Petrol eum Inc. for establishnent and pooling of
conventional gas unit DPl 1775. This is docket nunber
VGEOB- 06- 0815-1710. W' daskthe partiesthat wishto addressthe
Board in this matter to cone forward at this tine.
JI M KAl SER.  Again, M. Chairman, Ji mKaiser, Mnica
Franci sco and Brent Canp. |’'m passing out a revised plat and
m neral i nterest sheet and Exhi bit B. Wat changed her e was when
we originally filed it we Tract 7 as being, | believe, a Johnny
Robins. It turned out that it was actually (inaudible).
(Jim Kai ser passes out revised exhibits.)

MARY QUILLEN: So, this George Robins has no---.

JI' M KAI SER: No interest in the unit.

MARY QUI LLEN: Okay.




BENNY WAMPLER:  You may proceed.

JI M KAl SER: George Robins. |'msorry, | thought it

was Johnny.

MONI CA FRANCI SCO

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q Ms. Francisco, do your responsibilities
i ncl ude the | and i nvol ved here and the surroundi ng area?
A Yes.

Q Are you fam liar with the application we fil ed

seeking to establish a unit and pool any unl eased interest---7

A Yes.

Q ---for well 17757

A Yes.

Q Does Daugherty own drilling rights inthe unit
I nvol ved here?

A Yes.

Q And prior to the filing of application, were

efforts made to contact each of the parties owning an interest




in the unit and an attenpt made to work out a voluntary | ease
agr eenent ?
A Yes.
Q And then what is the interest under |ease to

Daugherty in the unit at this tine?

A 60. 34%

Q And are al |l unl eased parties set out at Exhi bit
B- 37

A Yes.

Q And what is the interest in the unit that

remai ns unl eased?

A 39. 66%

Q And we don’t have any unknown parties in the
unit, correct?

A Correct.

Q And ar e t he addr esses set out i nrevi sed Exhi bi t
Btothe applicationthelast known addresses for t he respondent s7

A Yes.

Q Are you requesting this Board to force pool all
unl eased interest as |listed at Exhibit B-37?

A Yes.

Q Are you famliar wwth the fair market val ue of




drilling rights in this unit?

A Yes.
Q Coul d you advi se t he Board as t o what t hose ar e
A A five dollar bonus, a five year term

one-ei ghth royalty.

Q In your opinion, do the ternms that you just
testified to represent the fair nmarket value of and the fair
reasonabl e conpensation to be paid for drilling rights wthin
this unit?

A Yes.

JI MKAI SER:  Again, M. Chairman, we’ d ask that, if M.
Franci sco agrees, that we incorporate the election option
t esti nony.

BENNY WAMPLER: Do you agree?

A. Yes.

BENNY WAMPLER:  That wi Il be incorporated.

Q The Board does not need to establish an escrow
account for this unit, correct?

A Correct.

Q And who shoul d be naned oper at or under any force
pool i ng order?

A Daugherty Petrol eum




JIMKAISER. That's all | have of this witness, M.

Chai r man.
BENNY WAMPLER: Questions frommenbers of the Board?
(No audi bl e response.)
BILL HARRIS: Well, | have a question. Excuse ne,
yes.

BENNY WAMPLER: M. Harris.

BILL HARRIS: Were is this in relation to the case

that we just did, the well 17747

MONI CA FRANCI SCO It is to northeast.

BILL HARRIS: To the...so is there any, what’'s the

wor d, contiguous area that | could |ike conpare these or...it’§g
to the east?

BENNY WAMPLER: Nor t heast .

MONI CA FRANCI SCO.  To the northeast.

BILL HARRI'S: Northeast. Gkay. | guess, one of ny
concerns and, again, | look at the map, there’'s a |l atitude and
| ongi tude reference up hereinthecorner. [It’s the sane on both
even t hough the state plain nunbers are different. Is that...l

don’t know enough about that GPS system But it’s, you know,
| ongi tude 83&G 0" 0" latitude 36G 50' 0" and that’s the sanme as

for these. |I'’mnot sure what |’ m | ooking at.




MONI CA FRANCI SCO. | have a map. Wuld you |l i ke a map

to see where these are | ocated?

BILL HARRIS: Well, what | really wish | had done was

gone to the car and gotten ny map of Virginia just to find out
where these are located. | knowthey ' re in Lee County or near
Lee County. But is there sonething that---.

MONI CA FRANCI SCO  They are in Lee County, yes.

BILL HARRI'S: | guess, |’ mjust curious about howcl ose

t hose are.

BRENT CAMP. The wells are probably in the range of

2500 to 3000 feet apart.

BILL HARRIS: Apart?

BRENT CAMP: Yeah.

JIMKAISER: Well, it had better be at | east 2500 f eet
apart .

MONI CA FRANCI SCO  Yeah, at |east 2500.

BILL HARRI'S:  Yeah, they have to be...yeah, |l et’s hope
they' re at | east that. There’s nothing serious about it. | was

j ust curious as to what...as to how they |ay together.

DONNI E RATLI FF:  The longitude and | atitude can't be

t he sane.

BENNY WAMPLER:  Unh- huh.




BILL HARRIS: Okay. Don’t worry about it. Thank

you.

BENNY WAMPLER:  You are going to correct these plats
anyway ?

(No audi bl e response.)

BILL HARRI'S: Yeah, the Kentucky reference.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Cal | your next wi tness.

BRENT CAMP
DI RECT EXAM NATI ON

QUESTI ONS BY MR, KAI SER

Q M. Canp, what is the proposed depth of the
wel | ?

A Projected TD is 5770.

Q And the estimated reserves for the unit?

A 300 mllion cubic feet.

Q Are you famliar with the well costs?

A Yes, | am

Q Has an AFE been revi ewed, signed and submtted

to the Board as Exhibit C?




A Yes.

Q I n your opinion, does it represent areasonabl ¢
estimte of the well costs?

A Yes, it does.

Q And state both the dry hol e costs and conpl et ed
wel | costs for this well?

A The dry hole costs is $212,582.25. The
conpl eted well costs is estimated to be $393, 351. 25.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes, they do.

Q Does your AFE include a reasonabl e charge for
super vi si on?
A Yes, it does.
Q In 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, it woul d.

JIM KAISER:  Nothing further of this witness, M.

Chai r man.

BENNY WAMPLER:  Questions fromnmenbers of the Board?




(No audi bl e response.)

JI M KAI SER. Do you have anything further?

JI MKAI SER. W' d ask that t he applicati on be approved
as submtted with the corrected plat to follow taken off the
Kent ucky state plain coordinate information.

BENNY WAMPLER: And you’'re going to check the

| ongi tude and | atitude of the corner, the question that has cong
up on that as well?
(No audi bl e response.)

BOB W LSON: Excuse ne. M . Chai rman

BENNY WAMPLER: M. WIson.

BOB WLSON: | believe, if | understood the question
onthelatitude and | ongitude properly, those are just the nearest

|ines to that particular well site.

BILL HARRIS: The nearest nmjor |ines?

BOB W LSON: Yeah

BILL HARRI'S: Yeah, | noticed after | asked himthe

question that the actual wells have a |l at and | ongitude that’s
different. | mean, those do vary sonmewhat. So, thisis like g
reference to the next...to the main lines that are on the---.

BOB WLSON: It’s reference to the nearest nmjor

| ati tude and |l ongitude |ines on the topographic sheets.




BILL HARRI'S:  Ckay.

BOB WLSON:. And if you' |l see there---.

JIMKAISER: And then it lists the di stances either

north or west of---.

BOB WLSON: And if you'll see there are

nmeasurenents...there are neasurenments besi de each of those t hat
tell how far that well actually is away from--.

BILL HARRIS: Onh, fromthat reference point. From

t hat intersection of those. kay, yeah. See, again, this is
j ust my ignorance of the---.

BOB W LSON: Sur e.

BILL HARRIS: ---use of those.

BENNY WVAMPLER: He was questi oni ng t hat bot h wel | s had

the sane thing on it is the reason---.

BILL HARRI'S: Yeah, thank you.

JIMKAISER |If they' re both the sane di stance north
and west, then you woul d probably have a problem

BILL HARRI'S:  Yeah.

JI M KAI SER:  But since they' re not---.

BOB W LSON: Yeah.

BILLHARRIS: Thisisstatingareference point, which

Is the intersection of those two |ats and | ongs and then t he---.




BOB WLSON: Exactly.

BILL HARRIS: ---distance...okay. Again, | wasn't

sure how to read that map. Ckay, thank you

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

DONNI E RATLI FF:  Second.

BENNY WAMPLER: Any further discussion?

(No audi bl e response.)

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

(Al'l Board nenbers signify by saying yes.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

JI M KAl SER:  Thank you.

BENNY WAMPLER: Thirty-two is withdrawn. Next is a

petition from GeoMet Operati ng Conpany appeal i ng a deci si on by
the Director of the Divisionof Gasand G| to deny permt i ssuance
subsequent to I nformal Fact Finding Conference 18606. This ig
docket nunber VGOB- 06- 0815-1712. W' d ask the parties that w sh
to address the Boardinthis matter to cone forward at this tine,.

TOM MULLINS: Thank you, M. Chairman. Tom Millins

and Ben Street alongwith Jeff Tayl or, Ti mBl ackburn, Ertil Whitt




here today.

BENNY WAMPLER: Wl cone.

TOM MULLINS: Thank you.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: While everybody is getting organi zed

here, 1'd |ike to recognize and distribute tothe Board aletter
that | received yesterday fromM. A George Mason, Jr.,
attorney-at-law as representative of LBR Hol dings, LLC
addressing this particular item [|’'|ll pass a copy of this out
to the Board nenbers and to the counsels.

(Bob W1 son passes out the letter.)

TOMMILLINS: M. Chairman, whil e everybody i s readi ng

that letter, |1've got copies of all of the exhibits that were
t ender ed before the Director we woul d | i ke t o hand one out t o each
one of the Board nenbers for their---.

BENNY WAMPLER: Ckay. That will be good.

(Tom Mul i ns passes out exhibits.)

BENNY WAMPLER: M. Swartz, |’mnot sure we got you

i dentified for the record.

MARK SWARTZ: |’ mhere representi ng Consol Ener gy Coal

Oper ations and |sland Creek Coal Conpany.




BENNY WAMPLER: Let’'s just go ahead while the Board

menbers are still | ooki ng at some nateri al s and have you just tell
us who you are and who you represent, if you don't mnd. M.
Street, we’'ll start with you.

BEN STREET: Sure. |1’mBen Street. | represent the
respondents.

TI M BLACKBURN: | " m Ti m Bl ackbur n. I"’mwith

T Engi neering and consul tant for GeoMet QOperating.

JEFF TAYLOR |I'’mJeff Taylor. 1’ mthe project

manager for GeoMet in Virginia and West Virginia operations.

JOEY STEVENSON: |’ mJoey Stevenson, the | and manager

for GeoMet QOperating Conpany, Inc.

ERTIL VHITT, JR: I'mErtil Wiitt, Jr. |I'm

consul ti ng engi neer for LBR Hol dings, LLC

BENNY WAMPLER: Let ne get you to state your name and

who you’'re with, please.

JOHN HOLLI NGSHEAD: John Hol | i ngshead, GeolMet

Oper ati ng Conpany or (inaudible). |’msorry.

BENNY WAMPLER: | think we’ ve got everybody here, M.

Mul i ns.

TOM MIULLINS: Al right. |Is the Board ready...|’ Il

go, | guess, by way of presentation first.




BENNY WAMPLER:  Yes.

TOMMILLINS: W' Il go fromthere as to what ever el sg

we nmay need to go.

BENNY WAMPLER: Al | right.

TOMMILLINS: O course, we're here today on an appeal

fromthe Director’s decision denying a permt for the drilling
of the well unit B-43. The grounds of that denial was the | ack
of a specific signed consent to stinulate docunent inregards tg
the stimulation of this coal bed nethane well. Basically in &
nut shell, there are two reasons why we...it’s our position that
t hi s Board should not require a separate signed consent to
stinmul ate docunent.

The first positionis the | ease by which I sl and Creek
Coal Conpany clainms any interest inthis coal. It specifically
provi des that the gas estate is to be devel oped by the Rogers
I nterest holders. Thereis norestriction or restraint inthat
ri ght of devel opnent. That | ease was signed in 1962. To apply
t he Gas and G| Act of 1990 to that | ease would, ineffect, inpair
t hat contractual rights vested in the Rogers folks for the
devel opnent of that gas estate. To hold otherw se, would to
negate a contractual ly agreed upon position. That lease is in

t he handouts. | think it is Exhibit One.




The second issueis alittle bit of atechnical issue.
It involves a definition of what a gas operator is...excuse ne,
a coal operator is. Under the reg...under the statute

45. 1- 361. 29(F), permts for coal bed net hane gas wells require g
si gned consent fromthe coal operator. That is a defined term
under the statute. The definition of acoal operator neans, “Any
per son who has the right to operate or does operate a coal mne.”
It’s nore than just having a | ease on the specific coal

under gr ound because a coal owner, which is also a defined term
i ncl udes the word | ease. You can own it or | ease and be deened
a coal owner. So, a coal operator neans sonmeone who has “...thg
right to operate or does operate a coal mne.”
Now, the coal mne in question is the VP4 nmne. The
VP4 m ne, as fol ks know, has not been operational for a numnber
of years. In fact, the permt boundaries of that include only
90 acres. They do not have a right to m ne the coal underneath
unit B-43. Sincethey donot havetheright tom nethecoal under
B-43, they can’t be deened a coal operator for the purposes of
obt ai ni ng a consent to stinulate. Now, we have maps here, which
we intend to submt into evidence, showing the area which is
currently under permt or |license and the di stance of that fron

t he wel |, which shows that the permtted boundary is 19, 378 f eet




fromthe well. So, basically in a nutshell, Island Creek does
not have the right nor can it withhold a consent to stimnulate.
It is not a coal operator as that termis defined under the Act.
And | guess just as a matter of reference, |I’'II| point
out Virgini a Code Section 45.1-181, which states, “It i s unl awf ul
to mine coal without a permt.” |If it’s unlawful to m ne coal
Wi t hout a permit governing a particul ar area, you don’t have t he
right tomnethecoal. It’'s pretty cut and dry. W don’t need
a consent to stinulate fromlsland Creek Coal Conpany. They do
not have a permt. They don't havetheright tomnecoal inthis
section nor are they mning coal inthis area. So, as a matter
of |aw, we do not need any consent to stinulate this coal sean
fromlsland Creek Coal Conpany.
We have a copy of the nap obt ai ned fromt he DMVE, whi ch
shows t he current boundari es of what has been permtted by I sl and
Creek. It’s basically what you have seen there. It’s this
outlined area. This map was submtted March the 13th of 2006.
So, | guess, initiallyfromalegal standpoint, thefirst question
is, islsland Coal Conpany even a proper party as a coal operator?
They may be a coal owner as a | essee of the coal, but they’ re not
a coal operator fromwhomconsent to stinul ate nust be obt ai ned.

This is the sanme map that you have, just on a |arger

—




scale. It’s easier toread. That is a blown up version of what
are in the Departnent’s own fil es because this in the Departnent
of Mne, Mnerals and Energy’s own records. Since the coa
operator definitionis very plainandthe statutes are very plain
of when soneone has the right to mne coal. You have to have 3§
permt and a license to mne coal. They have neither on this
property and because of that there i s no need nor requirenent tg
have a consent to stimulate this coal or this coal...excuse ne,
coal bed net hane well fromlsland Creek or any of their rel ated
entities. | don’t knowif there’ s anybody t hat has any evi dence
to the contrary of this. But if not, |I think that’s the |ega
question this Board should consider initially.

Wul d you i ke a copy of the big map to be admtted as
an exhibit?

BENNY WAMPLER: That’s...that’s your choice really.

TOM MIULLINS: Well, let’s give you one.

BENNY WAMPLER: Okay. We'll takeit. It wll belike

A-1 since the other is A

TOM MIULLINS: Yes, sir. That smaller map can be

desi gnat ed what ever t he Boar d deens an appropri at e exhi bit nunber
to be.

BENNY WAMPLER: It currently has on it “Rogers 198




Exhibit A". Is that---?

TOM MULLINS: Ckay. That will be---.

BENNY WAMPLER. And this will be just A1 if

t hat’ s---.

TOMMILINS: We have M. Bl ackburn who has gone over

to the DMME office and | ooked at the permt files for that, if
t he Board want s any testi nony as t o what was found concerningthig
I ssue. W still have, of course, the |ease issue, which is 4
separate matter. But this is stanped with the DMME stanp. |
nmean, it canme fromyour Agency’s offices.

BENNY WAMPLER: Wel |, | guess, you raised the first

guesti on of whet her or not we nove past the...and we haven’t heard
fromM. WIson, of course, but whether or not the...your
chal |l enge in the definition of coal operator in this situation.

TOMMILLINS: 1’ mchal l enging the definition of coal

operator and al sothat if the Board were to found for sone reasorn
t hat Island Creek were to fall within that definition, that we
al ready have those rights fromthe Rogers folks. M. Witt ig
here today to tell us that they are in favor of not only the
drilling of the well and granting the permt, but for GeoMet to
stinmul ate the coal seam W don't...we don’'t need the consent

of |sland based upon the | ease docunents, which predate the G|




and Gas Act.

BENNY WAMPLER: Let ne go ahead and |l et M. W1 son put

his information into evi dence.
BOB WLSON: For one thing, | would like to say that
t he argunment regarding the definition was not put into play in
t he I nformal Hearing and, therefore, was not considered in the
deci si on that was rendered here. Section 45.1-361. 36 says, “No
petitionfor appeal may rai se any matter ot her than matters rai sed
by the Director for which the petitioner put into issue either
by application or by objections, proposals or clains nade and
specified in witing at the Informal Fact Findi ng Conference.”
| put that out mainly to explain why that is not addressed in theg
decision at all. It’'s the Board s decision as to howto go
forward on this. | have no probl em one way or other

That aside, this---.

MARK SWARTZ: Just to---.

BOB W LSON: Excuse ne.

MARK SWARTZ: Just to...|l would rai se that sane i ssue

t hat you can’t have a hearinginhis officeandthen get a deci sion
and t hen come on a appeal and argue issues that he didn't have
a chance to address. | think that’s just gone. | nean, | don’t

t hi nk you can rai se an i ssue on appeal that was not addressed in




your, you know, objections at the hearing in your evidence. So,
ny position is, there’s not sonme option here. There was no
ar gument before today about what that definition neant and
whet her it had any relevance to this case. So, ny position ig
that’s not a ground for appeal. | just thought I woul d get that
on the record. |’mdone with that.

BENNY WAMPLER: Sur e.

BOB WLSON: Ckay. The---.

TOMMILINS: Do you want ne to respond to that issusg

now or wait?

BENNY WAMPLER: Let’s Il et himget his...let’s let hin

get his...lI’|Il be happy to have everybody---.

TOM MULLINS: | apol ogi ze.

BENNY WVAMPLER:  We’ | | nmake sur e everybody has an equal

opportunity.

TOM MULLINS: | apol ogi ze.

BOBWLSON: Cone on, he got ne started now. |’ mgoi ng
to get finished and |’ mgoi ng to go on hone whil e you guys finish
t his up.

| received a letter fromJoey Stevenson from GeoMet
stating that...anong other things, that they had had trenendous

di fficulty in communicating with the...what | wll refer to as




Consol Coal interest insofar as gai ni ng consent to stinul ate werg¢g
concerned and in the letter questioning the need for a consent
to stinul ate because of reservations made in the original coal
| ease. These were the itens that were brought before ne. M.
St evenson had requested that | i ssue the permt based hi s request
inthe letter. | repliedto himand denied that i ssuance and
al so informed himthat he had two choices. He could either
request an I nformal Fact Finding Conference to find the factual
basi s for t hat deci si on or he coul d appeal it...beinganaggrieved
perm t applicant, he coul d have appeal edit directlytothe Board.
They choseto gothroughthelnformal processinorder to, I think,
exhaust their due diligence possibilities.

To shorten the situation here, basically, the
argunents that we heard at the Infornmal Conference that were
rel evant to the i ssuance of the permit. It had to do with the
reservation clause in their coal | ease which states, “Excepting
and reserved through the Lessors the right and privil ege of
searching for oil and gas and other m neral or products and
renovi ng the sanme when and wherever found. The rights and
privilege excepting and reserved to Lessor shall be exercised
Wi t h due regard for the operations of the Lessee hereunder and

i n such a manner as tonot tomaterially interferewth or affect




t he m ni ng operation of Lessee.” The argunents nmade boil down
to the fact that this clause in the | ease to the coal conpany
reserved to LBR Hol di ngs the right to devel op all other m neral s
in a manner that would be...not be interfered with by coa
operati ons as wel | .

Evi dence submtted at the Informal Hearing included
acknowl edged that a consent to stinulate was required and t hat
even went insofar as to say that if the necessity for consent to
stinmulate interfered with the fulfilnment of the terns of the
farnout agreenent that renegotiation could take place. It
seened to anticipate the fact that that was necessary.

Consideringtherel evant materi al s t hat were present ed
at the Informal hearing, | did determ ne to continue to deny the
permt until such tinme as a consent to stimulate was subm tted.
| did not consider the reservation clause in the coal |ease tg
be sufficient grounds for determ ning the consent to stinulate
Was unnecessary.

BENNY WAMPLER:  Any questions fromM. WIlson at this

poi nt ?
(No audi bl e response.)

BENNY WAMPLER:  You nay---.

TOM MIULLINS: Ckay. Just in response, the farnout




agreenents that the Director has spoken about di d not have i nthen
as a party Island Creek Coal Conpany or anybody else. 1Island
Creek coul d not have gained any rights by virtue of the oil and
gas | eases, the farnout | eases and any assignnents. The only
rights they have aretheir rightsthat they got directly fromLBR
The agr eenment bet ween Equi t abl e and LBRvested norightsinlsland
Creek. Island Creek wasn’t a party. LBRwas a party. They’'re
here to grant the consent to stinul ate and t hey want t he coal sean
stinmulated. |sland Creek coul d not gain nor | ose anything to an
agreenent for which they were not a party to. So, to deny the
permt application on the grounds that or terns in a farnout
agreenment or a | ease agreenent between parties unrelated to
Island Creek is, | submt, without basis. The only rights that
| sl and Creek can cl ai mand drawupon are t he | ease agr eenent s t hat
t hey havewith LBR  They don’t gai n any ri ghts fromanybody el se.
That | ease agreenent, the only docunents fromwhich they clain
rights frompredates the G| and Gas Act and because of that, they
can clinb no higher than the terns in that agreenent, not these
ot her agreenents, in that agreenent.

As far as the i ssue on what’s subj ect to appeal, what’s
subj ect to appeal is the denial of the permt for failure to have

a consent to stinulate. The position below was a consent to

—

-




stinmulate was not required and that’'s the position here.
The coal operator question is one, | think, that goes
to the jurisdiction of whether the permt can be deni ed when
sonebody i s not a coal operator. | don’t think it can be deni ed.
Just because sonebody has a coal conpany and a coal m ne going
somewhere i n the Commonweal t h doesn’t make thema coal operator
t hr oughout the Commonweal th. They’ ve got to have a permt for
an active mne going on the property which is the subject. |If
you | ook at it, that’ s the purpose behindthe consent to stimulate
andlimtingit onlytoacoal operator and not expandi ngit beyond
to the coal owner status. Coal owners can neither w thhold nor
grant the consent to stipulate unless there’s no active m ning
t here. The coal owner here is LBR Hol di ngs.
So, with that said, | don't knowif the Board wants ng
to go ahead and present evidence or if you want to---.

BENNY WAMPLER: | think you probably should, | nean,

because, you know, regardl ess this coul d go up for appeal, right?

TOM MULLINS:  Ri ght .

BENNY WAMPLER:  So, we probably ought totreat it that

way and get a record.

TOMMILLINS: It will probably ade novo appeal though.

BENNY WAMPLER: | understand...|l understand that.




Mell, it will be, I'm sure.

TOM MIULLINS: Al right. 1'd like to call M.
Bl ackbur n.

(Tom Bl ackburn is duly sworn.)

TOM MIULLINS: M. Chairman, we incorporate the
testinony that was given bel ow before the Director. | don’t

intend to sit here for a couple of hours and repl ow t hat.

BENNY WAMPLER: W’ re not asking you to do that. You

can certainly incorporate that. That applied to everybody...

al| parties here.

TI M BLACKBURN

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR MJLLI NS:

Q Just to, | guess, refresh the Board’ s m nd,

woul d you pl ease state your full name?

A Ti m Wesl ey Bl ackburn.

Q What do you do for a living, sir?

A. I’ ma professional geol ogist.

Q And how | ong have you done that?

A For fifteen years. Ten years prior to that




|’ ve been a partner and operated T Engi neering Conpany doi ng
m ni ng consul tant and m ne planing. In recent years, |’ve been
doi ng coal bed net hane work i n devel opnent wi t h GeoMet Operati ng.

Q Al right, sir. D d you go to school?

A | ve got a Bachelor of Science Degree in
m crobi ol ogy fromt he Uni versity of Kentucky and anot her Bachel or
of Sci ence degree in geology from Moorehead State University.

Q Ckay. And who are...what’s your enpl oynent
hi story if you woul d, please?

A. Since 1977, |’ve been a partner with T
Engi neeri ng Conpany.

Q Ckay. Now, did you go by the Departnent of
M nes, Mnerals and Energy offices in Big Stone Gap, Virginia?

A Yes, several tines.

Q And di d you specificallylook at thepermt fileg
for the VP4 m ne?

A | did.

Q Coul d you just indicate to the Board by your
hands about how big that permt file is?

A Several bread boxes full. But lots of files,
| ots of history with that m ne, of course.

Q And is that...to your know edge, based upon




your review of that file, is that an active m ne?

A. Active in ternms of coal production?

Q Pr oduci ng coal, yes.

A No.

Q When was the last tine it produced any coal ?
A. The records | found, the | ast coal production

was a little bit of aconflict, but either 1982 or 1983 dependi ng

on which piece of informati on you want to take.

Q Is that mine currently in idle status?
A Yes.
Q kay. And does that m ne...have they...have

t hey operators of that mne gotten |icenses renewed yearly, as
is required, for the continuation of that m ne?

A. They have continually got licenses for the
surface facilities as far as | can determ ne.

Q Ckay. Did you...were you able to find any
| i censes or permits for underground m ning?

A The l ast mnelicensethat | coul d determ ne was
for underground m ning was 1993.

Q Al right. Now, I'dliketoshowyou a docunent
and ask you to identify that docunent, please.

A It’s a copy of alicense to operate a m ne for




VP4 .

Q kay. What’'s the tinme period for which that
| i cense was issued?

A It was issued July the 25th, 2005, expiration
date is July the 22nd, 2006.
Q Al'l right. Anddoesthat |icenseindicate what
it was for or what purposes the |license was being issued for?
A Fromny review, the best | can tell, the |ast
several years it has been issued for reclamation only.
Q kay. Does that actually indicate it on thisg

| icense itself is that it was issued for reclamation only?

A Yes.
TOMMILINS: 1’'dliketo have that...| apol ogi ze for
not havi ng the appropriate nunber of copies. 1°d |like to have

t hat adm tted as evi dence.

BENNY WAMPLER:  Al'l right. That will be Exhibit B.

Q Al right, sir. 1'dlike to showthe map t hat
| " ve al ready shown to t he Board, whichis the map st anped as bei ng
received in the Departnent of Mnes, Mnerals and Energy on My
t he 13t h, 2006 and ask you whet her that map depicts the current
boundaries in which the license or permt is current on the VP4

m ne property?




A Yes, it does.

TOMMILLINS: Okay. 1’'dliketohavethis admtted as

Exhibit C.

MARK SWARTZ: | don't really need to see those. It’s

okay.

BENNY WAMPLER: That will be admtted as Exhibit C.

Q And based upon the i nfornati on contai nedinthe
current map that we just admtted as Exhibit C did you or your
conpany prepare the map which we’ ve handed out as Exhibit A
showi ng t he current permt boundaries of VP4inrelationto Rogers
Vel l 198, which is the well for B...unit B-43?

A Yes, we did.
Q And to the best of your know edge and beli ef,

i s that an accurate representation of the positions of both theg

boundary...permt boundary as well as the well itself?

A Yes.

Q Does any part of the permt boundary touch unit
B- 437

A No.

Q kay. Are you aware of any ot her m ni ng perm t

or mining license for Island Creek Coal Conmpany for unit B-437

A Not for |Island Creek Coal, no.




TOMMILLINS: Ckay. | believe that’s all | have for

this witness, M. Chairnman.

BENNY WAMPLER: Questions frommenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: M. Swartz?

MARK SWARTZ:  No.

BENNY WAMPLER: Cal | your next wi tness.

TOM MULLINS: Al right. M. Whitt.

(BErtil L. Whitt, Jr. is duly sworn.)

ERTIL L. WHITT, JR

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR MJLLI NS:

Q Wul d you pl ease state your full nane, sir?
A Ertil L. Whitt, Jr.

Q And what do you do for a living, sir?

A I’ ma professional engineer.

Q Who do you work for?

A. Various clients, but inthis case LBRHol di ngs,

LLC.

Q Al'l right, sir. Have you on behalf of LBR




Hol di ngs, LLC nade an enquiry as to the potential m ning of the

coal by Island Creek Coal Conpany under unit B-43?

A. I’ maware of those requests bei ng nmade.
Q Has any response been received?
A We have not received any m ning plan. Afornal

| etter was sent out by the manager of LLC. Nearly a year ago,
we di d get the prom se of a response as far as a m ni ng pl an, but
we have not received that.

Q As engi neer for the LBR group, are you awar e of
any mne plans underneath unit...insofar as the deep coal,
anyt hi ng that Island Creek Coal Conpany may have an interest in,
ar e you awar e of any m ne plans for the coal underlying unit B-437%
A No.
Q Are you aware of any permt or |icense granted
to | sl and Creek Conpany for m ning of the coal underneath unit
B- 437

A No.

Q On behal f of LBR, have you revi ewed the April,
1962 coal |ease?

A Yes, | have.

Q Is there any provisioninthat coal |ease that

requires Island Coal Conpany to give perm ssion LBR to expl ore




for gas?

A No.
Q Do you need to get perm ssion on behal f of LBR
todrill for and produce gas fromthat property froml sl and Creek

Coal Conpany?
A Not from|sland Creek.
Q Infact, does the |l ease not specify that LBR hag
the right to do those things?
A Yes, it does.
Q Coul d you tell the Board what your

under st andi ng of those rights are?

A Vell, there's a---.

Q If you need to refer to the | ease, which is
Exhi bit 1.

A ---specific clause in the | ease in Exhibit
1...1 have it marked in ny copy.

Q | apol ogi ze. You can use ny copy or i f you need

to get your copy, that’s fine.

A Let nme do that, please.
Q Al right. Let’s start at the top...| think
the copy | have it’s page three. | don’t know what page you're

on. It looks |like you may have a different font.




A Yeah, mne’'s a slightly different version.
But it is under the headi ng of “Exenptions and Reservations tg
t he Lessors”.
Q And the copy that’s recorded and which we
submtted to the Board, it’s on top of what i s page three of that
docunent .
A. Ri ght.
Q Wul d you tell the Board and di rect the Board’ g
attention to the |l anguage that allows LBR to produce the gas
regardl ess of what I|sland Creek Coal Conpany may want ?
A At about...apparently at about a third of the
way i n the paragraph and on that copy near the top of the
page- - - .
Q Is it starting “Excepting and Reserved to
Lessors”?

A Yes. But thenif youdrop downthe pagetoiten

-

nunber 4, it says, “Theright and privil ege for searchingfor oil,
gas and ot her m neral s or products and renovi ng t he sane when and
wher ever found.”

Q Al right, sir. Now, is there any other
provi sion of that | ease that inpacts that? | guess, one of thsg

t hi ngs that we need to point out, of course, you can’'t do that




in away that will interfere with m ning operations, ongoing
operations of Island Creek Coal ?

A That’'s correct.

Q Ckay. Now, the other agreenents that were
nenti oned by the Director, the equitabl e gas | ease andthe far nout
agr eenent have references to consent to stinulate that LBR and
t hose | essees of LBR had in them \What were the purposes of

putting that |anguage in those | eases?

A. In the | ease to Equitable?
Q Yes, sir.
A Inthe |l ease to Equitable, we granting themt he

sol e and exclusive right to stinmulate for coal bed net hane.
There...l’mnot sure what other clauses you' re referring to.
That’s the one that cones to m nd on stinulation.
Q Did...did...okay. Let nme ask you this. Was
t here a concern by t he Lessees t hat there be sone | anguage i nt her¢g
concerning stinulation? 1In other words, did the gas operators
want sonmething in there to prevent themfor being liable for any
| oss or vented gas?

A. Well, the |l oss and vented gas, yes. There wag
a cl ause added in the CBMI| ease that...in the event that m ning

occurs on the property, then they woul d not be hel d responsi bl ¢




for collecting the vented gas for or conpensati ng LBR Hol di ngs,
LLC for that |ost gas or vented gas.

Q Are you aware of anything in any agreenent
concerning this unit, B-43, anything that LBR is granted to
anybody that would require Island Creek Coal Conpany to grant 3
consent to stimnulate the coal sean®

A No.

Q Is it aright, fromyour review of the | ease
agreenent between Island Creek and LBR, a right reserved
excl usively unto LBR or the Rogers fol ks?

A Yes, it is.

Q And, of course, it’s...we’'ve nade this
argunment, but the | ease predates the Gas and G| Act.

A. By several years.

Q Wul d you m nd reading fromthe Island Creek
Coal | ease beginning at the Excepting and Reserved line in the
| ease t hat you had nentionedto us? Readclauseone. “Excepting
and Reserved to the Lessors”

A Okay. “Excepting and Reserved to t he Lessors:
(1) The entire ownership and control of all the | eased preni ses,
and the coal, stone, sand, water, tinber, oil, gas and other

m neral s and products therein or thereon, for the purposes...for




al | purposes (except those hereinbefore expressly set forth as
| eased to the Lessee), including the rights and the privil eges
of using, selling and ot herw se di sposing of, all of the surface
t hereof (but the sale of surface shall be subject to all rights

and privileges of the Lessee thereunder)...”

Q That’s as far as | need.
A. Ckay.
Q Was there any gas rights expressly | eased to

I sl and Creek Coal Conpany in that |ease?

A No.

Q And that clause limts only those things that
were expressly granted to Island Creek, is that correct?

A. Exactly.

Q And none of t hat was expressly grantedtol sl and
Creek Coal Conpany?

A That’ s correct.

Q It was al so not...not just not expressly

granted, it was specifically reserved unto---?

A Specifically.
Q ---LBR, was it not?
A That’s correct.

TOM MIULLINS: | don’t believe |I have any ot her




guestions of this wtness, M. Chairnman.

BENNY WAMPLER: M. Swartz.

MARK SWARTZ: Yeah, | have a coupl e.

CROSS EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Wiitt, could you...inthis packet of stuff
t hat we got today that we're dealing with, the coal |ease, the

first docunent. Could you maybe find that? GCkay. The coa

| ease i s between Lon Rogers and, | guess, that woul d have been
his wife---.

A Yes.

Q ---and Island Creek Coal Conpany, right?

A That’ s correct.

Q Wul d those fol ks have been predecessors and

I nterest of LBR Hol ding, the---?

A Yes.

Q ---fol ks that you now work for?

A Yes.

Q kay. And woul d you agree that this is a coa

| ease?

A. Yes.




Q And that it gives...gave to Island Creek
certain opportunities to mne coal?

A That’'s correct.

Q Okay. Let’s look at what it says about m ni ng
here. Just staying on the first page, comng down a little bit

under “Wtnesseth”.

BENNY WVAMPLER: M. Swartz, hel p the Board fi nd where

you're referring to.

MARY QUI LLEN: Where is that?

MARK SWARTZ: (Okay. It’s the stuff that M. Millins

gave you. It haslike alist onthe front page. The coal |ease
is literally the next page. It has got a big X

TOM MULLINS: Exhibit 1.

MARK SWARTZ: |’mgoing to be talking wth M. Witt

about literally the bottom below the X---.

BENNY WAMPLER:  Just trying to get everybody to where

t hey can foll ow

MARK SWARTZ: ---tostart with. That'scool. That's

al | right.

MARY QUI LLEN: Thank you.

Q I f you woul d kind of...have you got that, M.




Whi tt?
A Yes, | do.
Q kay. If you cone down under “Wtnesseth”, |

guess, it woul d be the seventh line, sort of inthe m ddl e of that

seventh line it says, “The Lessors hereby | ease...”. Do you ses
t hat ?

A Yes.

Q Ckay. “The Lessors hereby | ease, let, and

dem se unto the Lessee for the period of five (5) years fromthe
dat e hereof, the sol e and excl usi ve ri ght and privil ege of m ni ng
and renoving all of the coal fromall of the seans of coa

under | yi ng the Raven or Red Ash...” Wuld that be the deep coal

or i s that absolutely all of the coal includingthe shall owcoal 7

A. Wll, the Red Ash is right at drainage in thig
ar ea?

Q Ckay. So, it’s the drainage and bel ow
dr ai nage?

A Yes

Q Ckay.

A Yes.

Q And sonebody el se presumably you coul d | ease

t he above drai nage coal to sonebody el se, i f you haven’t al ready?




A In fact, it has been done. Yes.

Q Is that Jewel | ?

A Yes.

Q Ckay. Wuld you agree with ne that this

| anguage t hough t hat we’ ve just read says that it gives “t he sol g
and exclusive right and privilege of mning the coal to the
Lessee” ?

A Yes.

Q Were you here, and I know you were, but | want
you to confirmon the record, were you here when M. Mil | ins was
t al ki ng about the statutory definitionof acoal ower or operator
in terms of who is it that has right to consent?

A Yes.

Q kay. Do you renenber himsaying that the
statutory definition wouldinclude “Any person who has the ri ght
to operate or does operate a coal mne.”?

TOM MILLINS: Qobjection. That calls for a | ega

concl usi on based upon---.
Q Do you recall him saying that?

TOMMILLINS: Excuse ne. Let nme get ny objection---.

BENNY WAMPLER: |’ m going to overrul e the objection

and | et himanswer the question.




TOM MULLINS:  Ckay.

Q Do you recall him saying that?
A Yes.
Q Ckay. Does it sound |like the predecessors of

your client gave up any rights to mne this coal or to operatse
a mne in this coal by the | anguage of this | ease?

TOMMILLINS: Objection. Youcan't take one phrase on

page one of a...ever hownany...fourteen or fifteen | ease and ask
what the rights vested into a coal operator are and who a Lessor
are. That’s an unfair question.

BENNY WAMPLER: | sustain that. You can ask it a

di fferent way.

Q Show ne in this |ease Iimtations upon the
exclusive right to mne that’s granted on the first page that
gi ve...that reserves to the Lessors a right to m ne coal.

A | don’t think that it does. But it also...theg
| ease al so provides that Island Creek operate in alegal manner.
There is no permt or any license to m ne.

Q Ckay. Let’s talk about that. Are you
famliar with the definition that tal ks about who i s an oper at or
or a coal owner inthe Virginia Gas and G| Act? | nmean, is that

somet hi ng---7?




A |’ve read them yes.

Q kay. Would you agree that if the
| egi slature...strike that. Having read the Gas and G| Act and
havi ng read t he Board’ s rul es and regul ati ons and t he Depart nent
of Gas and G |...or the Division of Gas and Gl|’s rules and
regul ations, areyoufamliar withthe concept that soneti nes the
| aws and regul ations say, if you have a permt, this is the
Ssi tuation?

TOM MIULLINS: Obj ection, Judge. Nunber one, he’'s

aski ng...what statute and what regulation? W’re talking in
general , are you aware that there can be regul ations that say this
or say that? |f he has got aregul ationor astatutethat he wantg
to point himto, that’'s fine. He' s asking himto express an

opi nion, it soundsto nelike, about statutory interpretation and

regul atory interpretation. | object to that.
BENNY WAMPLER: |’ || sustain that.
Q Wul d you agree that the word “permit” is not

a synonymfor the word “right”?

A ["’mnot sure I'mqualified to answer that
quest i on.

Q Wl l, you...you ve spoke English your whol e

life.




A vell---.

TOMMILLINS: Cbjectionto the tenor of the question.

MARK SWARTZ: | think that’s a proper question.
BENNY WAMPLER: |1’ || overrule it.
Q You' re an English speaking person and you’ ve

spoke English your whole life, right?

A Yeah.

Q You know what a synonymis?

A Yes.

Q Wul d you agree with nme, just as a matter of

conversati on between peopl e who have spoken English for a | ong
period of time, that “permt” would not normally be recogni zed

as a synonym for “right”?

A Yes.
Q Let’s go nowto the bottom..let nme count for
you guys now. |I'mthinking it would be the third...actually,

it’s the top of the third page of the | ease. So, counting the
one you’ ve just been on, skip the next one and it will be on thg
third page. Is this the page that M. Millins had you read song
t hi ngs fronf

A Yes, it is.

Q Ckay. And he had you readt he nunber onethat’s




I n parenthesis up at the top, right?

A. A portion of that, yes.

Q Right. And then, | think, earlier in your
t esti nony, you tal ked about the four that’s in parenthesis sort
of in the mddle there.

A That’ s correct.

Q kay. And then sonething...l’mnot sure that
he had you read...do you see down at the bottomof this sort of
| aundry list here? The last itemis a nine in parenthesis.
A Yes.

Q And | ' mj ust goingtoreadthat and ny questi ons
W || be, have |l read it correctly? “Provided, however, that the
rights and privil eges excepted and reserved to Lessors under
items (1) through (9) above” | guess this is really (10) if it
was goi ng to be nunbered “shall be exercised with due regard for
t he operations of Lessee hereunder and in such manner as not
materially to interfere with or affect mning operations of
Lessee and t he exercise of therights hereindemsedtoit.” Have
| read this correctly?

A Yes.

Q kay. Isit...wouldyou agree that fracing of

coal seans coul d have an affect on future mning in those seans?




TOMMILLINS: Objection. That goes beyond the i ssue

on appeal. The issue is whether there’s a consent to stinulate
and that’s the limted i ssue before this Board. The danage to
t he coal seamis not on appeal before this Board.

BENNY WAMPLER: \Where are you going wth?

MARK SWARTZ: The consent to stimulate...nmybe

ever ybody knows this, sol don't need to go there. Here’ s where
|’ mgoing. The reason we have a convent to stinul ate provision
in our law is because the coal industry insisted on it becauss
t he coal operators who have a right to main coal...mne coal

want ed t o have sone...feel like they had sonme control over what
was done i n seans before they got theretomne. So, | thinkit’s
hi ghly rel evant. |f we have al ease agreenent, whi ch has t he ki nd
of provisionthat |’vejust read, whichlimts other reservations
and we have a | aw that was designed to give coal operators or

peopl e who have the right to m ne coal a consent to stinulate or

veto, | think it’s perfectly relevant.
BENNY WAMPLER: | sustain the objection.
MARK SWARTZ: That’'s all | have of this guy.

TOMMILLINS: M. Chairman, 1'dIliketohand out copies

of Code Section 45.1-181. It tal ks about the requirenent to have

a permt. It actually states it’s unlawful mne wthout a




permt.
(Tom Mul i ns passes out the statute.)

TOM MULLINS: M. Chairman, | know that you al

probably get tired of having to read sections fromthe Gas and
O | Act. But | have the definitional section of the Gas and O |
Act, as well as the permt and regul ation section, if the Board
nmenbers would |like to have those to |ook at right now.
(Tom Mul i ns passes out Gas and O | Act sections.)

TOMMILLINS: | don’t have any ot her questions of M.

Whi tt.

MARK SWARTZ: Me neither.

TOMMILLINS: And I’ mready to, | guess, state nmy case

over again or | would Iike to.

BENNY WAMPLER: That’ s fine. Do you have anything to

put on, M. Swartz?

MARK SWARTZ: |s that |ike a closing?

TOM MULLINS: Yes, sir,

MARK SWARTZ: |’d kind of like to make sone renarks,

if | coul d.

TOMMILLINS: O course, I'l| object. |If he’s not theg

coal operator, he doesn’'t have standing to give argunent. But

|’ massum ng the Board wll let himgive argunent.




BENNY WAMPLER: We're going to let himgive an

ar gunment .

TOM MULLINS: | understand. Well, for ny argunent.

What t he Board has before it today is anissueinthis particular
wel | whet her a consent to stinulate docunent separately signed
by Isl and Creek Coal Conpany is required. Qur position is put
out by both t he evidence subnmtted at the hearing, the test...at
t he I nformal Conference, excuse ne, and here today, as well as
t he exhi bits submtted at the I nformal Conference and here t oday
is that it doesn’t for two reasons.

The first reasonis that the statute, the definitional
Sstatute, contains a provisioninit which says, “A coal operator
neans any person who has the right to operate or does operate §
coal mne.” That hastobereadinregards tothe specificunit.
You can’t say i f sonebody operates a coal mne in Lee County t hey
can obj ect to coal they have under | ease i n Buchanan County. It
has to be in regard to the property in which we are speaki ng and
this is unit B-43. They either have to be actually m ning that
property or they have to have a permt to mne that property. O
course, if they’remningit without a permt, they nmay be guilty
of unl awful mning. But they have to be doing one or the other

on that property. |Island Creek is doing neither. They do not




have a permt. The evidence, the only evidence before this
Board, is that the permt boundari es extend, as i ndi cated on t heg
maps submtted, it’s the 90 acres surroundi ng the surface
structures of theold VP4 mi ne works. M ne works that will never
be reopened since the |ast production of coal was in 1983, |
bel i eve. They have no m ne plans. They have no permts. They
have no |icense for the area, which is B-43. There is no
requi renent that they consent to stinulatethis coal seam They
do not fall wwthinthedefinitionfor thisunit of acoal operator.
The statute that | handed out concerning the
requi renents statesthat it isunlawful tomnecoal. W cantalk
about synonyns and anonyns and hononyns all we want to. The
statute says that it is unlawmful. 1t’s part of the Gas and Q|
Title...excuse ne, the Departnent of Mnes, Mnerals and Ener gy
Title 45.1-182. It is unlawful. That nmeans you don’t have the
right todoit. |If youdon't have theright todoit, you don’'t
fall within the definition of a coal operator. That's very
strai ght forward | anguage. There’s no wi ggle roomthere. They
don’t have the area licensed or permtted. There’'s no mne
pl ans. There’s nothing. They do not have to consent to
stimul ation.

The second thing...the second point isthelease. Thsg




| ease | anguage speaks for itself. |It’s alease dated April theg
12th, 1962. |It’s Exhibit One as we’'ve submtted. It reserves
unt o t he Rogers fol ks the right to produce the gas. It gives ng
rights to Island Creek Coal Conpany for restricting that in
anyway, hanpering that, or in anyway obstructing that. The
st at ut e passed in 1990 cannot inpair these vested both
contractual and property rights. To do so, would be
unconstitutional. Not onlyis it unconstitutional, the statute
that we’'re tal king about 45.1-361.29, the permtting statute,
specifically has a provisioninit that allows this Board and t he
Director tol ook at | ease | anguage t o det er mi ne whet her a consent
to stinulate is contained within that | ease | anguage. Qur
argument to you is it is. W have the right to produce. Back
in 1962 there wasn’t a lot of tal k around here about consents tqg
stinul ate coal seans for gas production. It was a term not
cont enpl at ed by anybody. However, what was cont enpl at ed was t heg
devel opnent of gas. That was specifically excepted and reserved
I nto the Rogers folks. They made it plan that they had the ri ght
and they were keeping the right and Island Creek coul d not
interfere with the right to develop that gas. Now, by a
subsequent statute, what would happen in this case is you're

sayi ng no matter what this | ease says, we’re not goingtolet yo




produce this gas in the manner we want you to produce it becauss
i n 1990 t here was a st at ut e passed t hat i nval i dat es your agr eenent
of 1962 with I sl and Creek Coal Conpany. The Gas and G| Act was
not meant...excuse nme, specifically states it’s not to inpair
vest ed and exi sting contractual rights between the parties that
are at issue.

So, the | ease | anguage and, again, the subsequent gas
| eases, farnout agreenents, those are red herons. The only
rights I sl and Creek has i s what t hey got and t hey don’t have t hat
right. They do not have the right to either grant nor withhol d
a consent to stimulate. The Rogers fol ks have that. And based
upon both the | ease | anguage, based upon the permt boundari es,
it’s our request that the Board grant the permt that’s at issue
for unit B-43. Thank you.

BENNY WAMPLER: Thank you. M. Swartz.

MARK SWARTZ: |’ ve been doing this for alongtinme and

| continueto enjoy theinventiveness of nmy opposition and peopl g
I n general who conme up with really amazing ideas at tines. As
a student of human nature and human affairs over the years,
because | have tal ked to a | ot of peopl e over the years, there’s
somet hi ng t hat | al ways | ook for that | thinkis highly persuasive

of howpeoplereally feel and that is what are they telling people




that they' re in business with or their enpl oyees or ot hers about
the topic that mght cone up later in litigation. W
have...luckily, we have sonme pretty direct discussion of what
GeoMet and Equitabl e thought about the consent to stinulate
bef ore we got in these appeal s and objections and so forth. If
you can sort through what they gave you today, because this was
al | stuff that M. Wlson had, it’'s Exhibit Fourteen. 1t’s the
second fromt he | ast docunent. |It’s called a farnmout agreenent.
It | ooks pretty small print. It kind of |ooks like---.

BENNY WAMPLER: Ri ght behind the | ast | ong sheet, the

8 1/2 by 14 sheet.

MARK SWARTZ: Now, this farnout agreenent, | guess it

was Exhi bit Fourteen at the festivities before M. WIson, but
the farnee is GeoMet who is here today appealing. This was an
agr eenent between Equitabl e who had a | ease fromthe Rogers/LBR
Hol di ngs and were, you know, subl easing that or farm ng t hat out
to GeoMet. |If you would go to the bottom of page nine of thisg
agreenent, and |’ mgoing to direct attentiontoalittle...to g
capital Ein parenthesis at the bottomof nine and then we’l | kind
of carry over onto the next page. Wen GeoMet was taking this
f ar nout agreenent fromEquitable, it’s obvious that the consent

to stinmulate was on their screen and this was what they had tg




say about it and | think M. WIson actual ly quoted sonme of thisg
i n his decision because he found it pretty pertinent as well.
‘Consent to Stinulate: FARMEE and FARMOR recogni ze t hat FARVEE"
that’s GeoMet, “will not be able to proceed with well permt

applications to the Virginia Division of Gas and Q| until it
obtains the prior witten consent to stinulate coal formations
fromthe current coal owner and operator/lessee (if any) on the
Farnout | ands I ying withinthe Commopnweal th of Virginia. Inthe
event, FARMEE determ nes after exhausting all commercially
reasonabl e diligent and prudent efforts, it will be unable to
fulfill the devel opnent obligations contained herein due toits
i nability to obtain such consents fromthe necessary parties, it
shal | imediately notify FARMOR ..”, and then there’'s sort of
wor kout provision. This agreenent was nade August the 16t h of
‘04. | would suggest to you that when GeoMet entered into thig
agreenent with Equitable it knewwhat it was required to provide
or obt ai ned under the West Virginia Gas and G| Act and it tal ked
about it inavery clear way. Now, infront of M. Wlsononthisg
appeal , we’re hearing sonething conpletely different. | would
suggest to you that this an adm ssion that they understood what
this statute nmeant and that their understandi ng of what this

st at ut e neant i n 2004 was t he sane under standi ng that | have and




t he sane understanding that M. WIson had when he wote his

decision. It saysif youhave aright tooperate a m ne, you have
a right to consent or not consent to the stimulation of the coal
seans that are | eased toyou. Thereis a huge difference between
having a permt and aright. |If our legislature felt |ike they
want ed to make this a permtting provision, they woul d have put
it in here because we have provisions in our |lawand i n our regs
that if you have a permt X, Y or Z happens and i f you don’t have
apermt tomnecoal, it doesn’t. | nean, we have...for exanple,
i ncreased density wells. If we’rein front of this Board aski ng
for increased density wells, the Virginia Gas and Q| Act says
you' ve got to have a permt on file and it has to be consi sted
Wi th your mning operations under your permt. | nean, the

| egi sl ature knows what a permt is, it knows what aright is, it
knows what ownership is. The definition that...you know, it’s
an ingeni ous argunent, but, you know, the definition of coa

operator is “Any person who has the right to operate or does

operate a coal mne.” M. Witt, you know, stepped right up tag
t he pl ate and sai d t he coal | ease gives | sl and Creek Coal Conpany
theright tooperateamne period. That satisfiesthis statute.
The reason the consent to stinulate is in our lawis because of

coal concern that stinulation of commercial coal seans is an




i nportant i dea and not that coal was argui ng or argues today t hat
stinmul ati on of coal seans per say renders themnot nerchant abl g
or unmineable or is a problem but it can be a problem This
consent was in there to give coal an opportunity to do just what
| sl and Creek has done here and that’s to not consent.

This has nothing to do with the | ocation of mnes or
mne permts. The statute with regard to what do you need to
submt in a permt package says that if you' re within 750 of theg
wel | bore and you propose to stimulate that coal, you ve got tg
have a consent. | nmean, that’sit. So, | think the statute i s
pretty darn clear. | think that we have witten adm ssions t hat
t he position that GeoMet is taking today is disingenuous wth
regard to what they think this actually neans.

Lastly, | amreally troubled by and serious about
you. ..you know, there is a provision in our |aw al so which says
if you' re going to argue sonething in front of...you know, if
you' re going to argue sonmething...if you want to argue sonet hi ng
on appeal, you’ ve got to argue it below. | nean, you shoul d have
gi ven M. W]l son an opportunity to comment on all of your
contentions. |If you didn't want to make a contention in front
of him don’t conetothe Boardthen| ater and say, “Ch, you shoul d

have considered this.” They waived it. | mean, they didn't




raiseit infront of himthis definitional argunment that they’ re
maki ng today and it's off the table as far as |’ m concerned.
Whet her or not you take it off the table, | still think it’s
speci ous, but, you know, | don’t think you have to go t here t oday.
And | think that’s it. Yes.

BENNY WAMPLER: Thank you.

TOMMILINS: My | have the | ast word since it’s our

appl i cation?

BENNY WVAMPLER: |’ |1 |l et youdothat. W re not going

to keep goi ng back and forwards---.

TOM MULLINS: Yes, sir.

BENNY WAMPLER:  ---but 1’'Il let you make a rebuttal.

TOM MULLINS: Thank you, sir. One of the argunents

made was the farnout agreenment conplied with West Virginia | ay
concerning the consent to stinulate. | think that's very
| nportant.

MARY QUI LLEN: He m sspoked.

TOM MULLINS: Not it’s not a m sspeak. This |ease

covers property in MDowell County West Virginia and Buchanan
County and had t o govern and conply with the | aws of both states.
So, | woul d poi nt out toyouthat theconsent tostimnmulate | anguage

I nsofar as West Virginia | aw doesn’'t have anything to do with




what’' s goi ng on...goi ng about here today. Again, what’s in the
farnout i s spurious. It doesn’t have anythingto dowth Island
Creek. They get norights fromthe farnout agreenent. They’'re
not a party to it.

In the | ease agreenent, they were given the right tqg
mne. |If you get alease, youcan't go out face up a mne. Wen
you get a | ease, that’s your first step in getting the right tqg
mne coal in Virginia. You have to do all of the prelimnary
st udi es, the engineering plans and get a permt. So, the
| egi slature is deened to know what it’s tal ki ng about when it
enacts statutes and the right to mne coal is pretty an
unanbi guous. There are several things you have to do to have t heg
right to mne coal and the statute I handed out to you suggests
t hat one of themis get apermit. It’s unlawful or youdon't have
the right to mne coal without a permt.

I nour permt package we have submttedto the Director
t he consent to stinulate fromthe Rogers fol ks. So, you have 4
si gned consent to stimulate fromthe Rogers group in the packet.

I nsof ar as the i ssue on appeal, the i ssue on appeal i§g
t he consent to stinulate issue, which is what we’re here about
and t hat’ s what we’ re arguing about. | thinkit’sjurisdictional

and | think the Board has to address it whether Island Creek is




a coal operator or not. | don't think that’'s sonething that is
wai veable. | think it can be raised even if the Board were to
determine it is being raised for the first tinme on appeal.
think it has to be addressed by this Board and it should be
addressed. | think it’s an inportant i ssue because the consent
to stimulate i ssue can hanstring lots of fol ks for people that
have i dl ed and/ or m nes that are goi ng t o be abandoned t hat t hey
are hol ding, particularly in this situation, thousands of acres
up with a 90 acre permt. That’s what we’'re tal ki ng about,
t housands of acres tied up with a 90 acre pernmit. That’s not
right.

I think that is an excellent reason for this Board to
deem | sl and Creek Coal Conpany not to be the operator, a coa
oper at or underneath unit B-43.

BENNY WAMPLER. Wl |, certainly, you know, from ny

st andpoint, | don’t thinkthat we canignorethe statutethat says
that we can’t consider things that weren’'t considered at the
Informal. | think that’'s binding. Qur attorney can speak to
that. But we...this Board has consistently not all owed

addi tional inform..you know, evidence to be entered that wasn’t
entered into and different...and even addi ti onal argunents. W

| et you go through the argunents, but, you know, just, you know,




t 0 have t hemon r ecord. But | don’t believe that we can make t hat
deci si on here under the...under the | aw

SHARON PIGEON: | think you' re right.

BENNY WAMPLER:  So, you know, what we’'re are deci di ng

here today is whether or not to uphold the Director’s deci sion
or to overturnit based on the evidence that you ve heard. Wth
t hat, do you have questions? |If not, is there a notion?

DONNI E RATLI FF:  One qui ck question, M. Chairman. |

didn’t have tinme to read the entire lease. | assune there's
m ni mum royalties in this?

ERTIL L. WHITT, JR : Yes.

DONNI E RATLIFF:  1Is Island Creek paying m ni mum

royalties---?

ERTIL L. WHTT, JR: Yes.

DONNI E RATLIFF: ---on this spot of coal ?

ERTIL L. WHITT, JR : Yes.

BENNY WAMPLER: Any ot her questions or comments?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONNI E RATLI FF: | nove that we uphold the Director’s

deci si on.

MARY QUI LLEN:  Second.




BENNY WAMPLER:  And second. Any further discussion?

(No audi bl e response.)

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

(Al Board nmenbers signify by saying yes.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you,

gent | enen.

TOM MULLINS: Thank you.

BENNY WAMPLER: W have a coupl e...Board nenbers, we

have a coupl e noreitens we needto take care of. Thesetwoitens
won't take that |ong.
(Board nenbers confer.)

BENNY WAMPLER: Do you have a...folks, we're stil

under order here. W’retrying to do sone busi ness. Thank you
f or com ng.

TOM MULLINS: Thank you, sir.

BENNY WAMPLER: The m nutes fromt he | ast neeti ng have

been di stributed. Any comments or questions? |If not, |I'I| ask
t he Board---.

DONNI E RATLI FF: | nove t hey be approved as present ed,

M. Chai r man.




BENNY WAMPLER:  Mbtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

(Al'l Board nenbers signify by saying yes.)

BENNY WAMPLER: (Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: W have approval. And then, | guess,

finally is the public cooment period. |s there anyone here that
woul d |1i ke to nmake a public comrent?
(No audi bl e response.)

BENNY WAMPLER:  Hearing none. M. WIson, doyou have

anyt hi ng further?

BOB W LSON: No, sir

BENNY WAMPLER: Any Board nenber have anyt hi ng

further?
(No audi bl e response.)

BENNY WAMPLER: Thank you very nmuch. The hearing is

cl osed.
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