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BENNY WAMPLER: Okay, we’ll go ahead and get

started. Good morning. My name is Benny Wampler. I'm
Deputy Director for the Departnent of Mnes, Mnerals and
Energy and Chairman of the Gas and 0il Board. I’11 ask the
menbers to introduce thenselves starting with Ms. Quillen.

MARY QUI LLEN. Mary Quillen, a public

representative.

PEGGY BARBAR  Peggy Barbar, a public

representative.

BILL HARRIS: Bill Harris, a public representative

from Wse County.

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

of the Attorney General.

GARY EIDE: 1I'm Gary Eide. I'm an inspector with
the Division of Gas and 0Oil, but today I'm substituting for
M. Bob WIlson who is the Director of the D vision of Gas
and O 1 and the Principal Executive to the Staff of the
Boar d.

BENNY WAMPLER:  Thank you. The first itemon

today’s agenda is a petition from CNX Gas Company, LLC for
pooling of coal bed nethane unit O-76. This is docket nunber
VGOB- 06- 0620- 1647. This was continued from September. We’d
ask the parties that wish to address the Board in this

matter to cone forward at this tine.




MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

(Leslie K. Arrington is duly sworn.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nane for us.
A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany, LLC

Q What do you do for then?

A I’'m manager of environmental and

permtting.

Q Ckay. And do your responsibilities include
t he preparation of the notices of hearing and applications
and related exhibits that we’re going to be dealing wth

t oday?

A Yes.

Q Wth regard to unit...the application

concerning unit O 76, did you either prepare the application




and exhibits or have them prepared under your direction?

A Yes, | did.

Q kay. Is...who is the applicant?

A CNX Gas.

Q And is CNX Gas Conpany, LLC a Virginia

CGeneral Partnership?

A Yes, it is.

Q Is it authorized to do business in the
Commonweal t h?

A Yes.

Q Wio is it that CNX, the applicant, is
requesting be the Board’s designated operator if this
appl i cati on was approved?

A CNX Gas.
Q And in that regard, has CNX Gas registered
Wit h the DMVE?

A Yes, it is.

Q And has it posted a bl anket bond as
requi red by | aw?

A Yes, it has.

Q Wth regard to the respondents, there was
an anended notice of hearing, correct?

Yes.

Q And were the respondents listed in that




amended notice and also in Exhibit B-3 to the application?
A Yes, it was.

Q Ckay. As we sit here today, do you want to
di sm ss any respondents?

A No.

Are you sure?

A B-2, oh, sorry. B-2...yes.

Q Ckay.

A They’re listed on Exhibit B-2.

Q Okay. And we’ve given some amended or

revi sed exhibits to the Board nenbers this norning and in

that package is an exhibit entitled “B-2, revised as of

10/ 16/ 2006", correct?

A Yes, yes.

Q Are there a list of folks there?

A Yes, it is.

Q Ckay. And what are you requesting with

regard to their status and this application?

A That they be dism ssed due to us having

t hem | eased.

Q Ckay. And in the last colum on Exhibit B-
2, in fact, you’ve indicated the reason is the---7?

A Yes.

Q ---leases that you have been able to




obt ai n?
A Correct.
And then as a result of obtaining |eases
fromthese folks and no | onger needing to pool them have

you al so revised Exhibit B-3---?

A Yes.

Q ---with a revision date of Cctober the
16th, '067?

A That’s correct.

Q And are the changes that you’ve made to

Exhibit B-3 sinply to renobve the fol ks as respondents that
vou’ve obtained leases from?

A Yes.

Q Ckay. Wiat did you do to notify all of the
respondents that were listed in the anended notice of
hearing that we were going to have a hearing today?

A It was mailed certified mail, return

recei pt May the 19th, 2006 and published in the Bluefield
Tel egraph May the 26th, 2006.
Q Ckay. And have you filed with M. WI son
or his representatives copies of the proofs of publication
in the Bluefield Daily Tel egraph and your certificates with
regard to nailing?

A. Yes, we have.




Q Ckay. Do you want to add any respondents

t oday?
A No.
Q What kind of unit is this?
A It’s a Nora. It’s 58.65 acres.
Q And it proposes how many wel | s?
A One.
Q And where is that well |ocated---7?
A Wthin the drilling w ndow.
Q kay. And is it a frac well?
A Yes, it is.
Q What are the terns that you have offered to

the folks that you’ve been able to lease in this unit?

A For a coalbed methane lease, it’s a dollar
per acre per year with a five year paid up termwth a one-
ei ght h production royalty.

Q And woul d you reconmend those terns to the
Board to be inserted in any order it mght enter if this
pooling application is granted with regard to fol ks who are

deemed to have been | eased?

A Yes, | woul d.
Q Have you provided a well cost estimte?
A Yes, we have. 1It’s $256,280.51 to a depth

of 2, 386 feet.




Q Do you have a permt yet?
A No.

Ckay. Wiat interests have you been able to
acquire on a percentage basis in this unit and what interest
are you seeking to pool at this point?

A We’ve acquired 93.5107% of the coal owner’s
cl aimto coal bed net hane and 58. 5008% of the oil and gas
owner’s claim to coalbed methane. We’re seeking to pool
6.4893% of the coal owner’s claim to coalbed methane and
41.4992% of the o0il and gas owner’s claim to coalbed

et hane.

Q And those percentages that you’ve just
testified to are reported on the |ast page of the revised
exhibits that we’ve provided the Board today because the
percentages that you’re seeking to pool have actually
decreased since this was originally filed?

A Yes.
Q And you’ve filed or provided the Board with
an Exhibit E, is that correct?

Yes.

Q And on the Exhibit E have you indicated
that there is sone escrow requirenents?
A Yes. 1A, 1B, 4, 5 and 6. Escrow for

unknowns in Tract 4.




Q And in the other tracts and also in Tract

4, it’s traditional conflicts---?

A Yes.

Q Ckay. ---as opposed to title issues?
A Correct.

Q Have any of these parties entered into

split agreenents?

A No.
Q Okay. So, we don’t need to deal with that?
A No.
Q Is it your opinion that the plan to devel op

coal bed nethane within and fromunder this unit as evidenced
by the application and exhibits, which is to drill one frac
well in the drilling window, is a reasonable nethod to
produce and devel op the coal bed nethane fromthis unit?

A Yes, it is.

Q And is it also your opinion that if you
conbi ne the leasing efforts and the acquisition efforts that
t he applicants have been successful in with the Board order
pooling the folks who are not | eased that the correlative

ri ghts of all people would be protected?

A Yes, it is.

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

BENNY WAMPLER: Questions from nenbers of the




Boar d?
(No audi bl e response.)

BENNY WAMPLER: | notice that you have a | ot of

unknown surface owners in the area. The well is not on one
of those tracts?

LESLI E K. ARRI NGTON:  No.

BENNY WAMPLER: Are there any plans to put any of

your infrastructure on any of those tracts?

LESLI E K. ARRI NGTON:  No.

BENNY WAMPLER: Ot her questions from nenbers of

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

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No, | do not.

BENNY WAMPLER: Is there a notion?

PEGGY BARBAR: Modtion to approve.

MARY QUI LLEN: | second.

BENNY WAMPLER:  Second. Any further discussions?

(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. Next is a

petition from ECG Resources, Inc. for pooling of
conventional gas unit PK M24, well Plum Creek #40. This is
docket nunber VGOB-06-0919-1715. We’d ask the parties that
W sh to address the Board in this matter to cone forward at
this tinme.

TIM SCOIT: Tim Scott for EOCG Resources. M.
Chairman, I would request the Board’s indul gence for one
more continuance on this matter. We’ll either go forward
with it in November or dismiss the application, we’re close
to an agreenent, | believe, if that would be okay with the
Boar d.

BENNY WAMPLER:  Any obj ecti ons?

(No audi bl e response.)

BENNY WAMPLER: It’s continued.

TIM SCOTT: Thank you.

MARK SWARTZ: We’re going to withdraw 57, which is

the next one because we’ve leased the folks that we were
goi ng to pool .

BENNY WAMPLER: This is a petition from CNX Gas

Conpany, LLC for pooling of coal bed nethane unit O 57,
docket nunber VGOB-06-1017-1728. That is w thdrawn.
MARK SWARTZ: That’s correct.

BENNY WAMPLER:  Ckay. Next is a petition from CNX




Gas Conpany, LLC for pooling of coal bed nethane unit W1.
This is docket nunmber VGEOB-06-1017-1731. We’d ask the
parties that wish to address the Board in this matter to
cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

MARK SWARTZ: M. Chairman, the next itemon the

docket X-1, has essentially the sane respondents in it and
it mght make sense to conbine that with this one.

BENNY WAMPLER: We’1ll go ahead and do that. 1I’11l

al so call a petition from CNX Gas Conpany, LLC for pooling
of coal bed nethane unit X-1, docket nunmber VGOB-06-1017-
1732. We’d ask the parties that wish to address the Board
in these matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

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

incorporate Mr. Arrington’s testimony from the first
hearing, if | could, with regard to the identity of the
appl i cant and the operator and their status, 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
A
Q

under oat h.
A
Q

X-1 and W1,
A

are 80 acres.

Q

A

> O > O >»

Q

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

I need to remind you that you’re still

Yes.

These two units that we’re seeking to pool,

what kind of units are they?

Both of them are Cakwood and both of them

Ckay. And the plan of devel opnent in these

two units is to do what?

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

And that’s true for both wells---?
Yes.

---or both units?

Yes.

Ckay. The...what did you do to notify the

respondents that there was going to be a hearing today?




A In both W1 and X-1, we nailed by certified
mai |, return recei pt on Septenber the 15th, 2006. In W1,
we published in the Bluefield Daily Tel egraph on Septenber
the 23rd, 2006. In X-1, we published in the Bluefield Daily
Tel egraph on Sept enber the 25th, 2006.

Q And have you filed proofs of publication
obt ai ned fromthe newspaper, as well as your certificates
Wi th regard to mailing and with regard to...concerning both
of these units, with the Director?

A Yes, we have.

Q Do you want to add any respondents to

ei t her one of these applications?

A No.

Q Do you want to dism ss any today?

A No.

Q Ckay. So, you want to go forward with the

folks you’ve noticed?

A Yes, we do.

Q Wth regard to W1, have you provided a
wel | cost estinmate?
A Yes, we have. For W1, it was $245, 354. 93
to a depth of 2,690 feet. The permt nunber is 7425.
Q And with regard to...again, with regard to

W 1, could you tell the Board what you’ve succeeded in




leasing or purchasing and what it is that you’re seeking to
pool ?
A Yes, we’ve leased 99.6541% of the coal, oil
ANnd gas owner’s claim to coalbed methane. We’re seeking to
pool .3459% of the coal, oil and gas owner’s claim to
coal bed net hane.
Q And it looks like the folks that you’re
seeking to pool in both of these units are fee owners.
Yes, they are.
S0, there’s no need for escrow in either
uni t?
A That’s correct.
Q And it’s also true..I think, that there are

no split agreenents that are relevant to either one of these

units?

A Correct.

Q Is it your opinion that drilling one frac
well in the drilling wi ndow of each of these 80 acre Gakwood

units is a reasonable nethod to devel op the coal bed net hane
fromthose units?

A Yes, it is.

Q s it your further opinion that if you
conbi ne the | easing and acquisition efforts that have

succeeded of CNX with a pooling order fromthe Board pooling




approxi mately...or pooling .3459% of the clains and
interests in the unit that the correlative rights of all of
t he owners and cl ai mnants woul d be protected?

A Yes.

MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Did we get the percentages in X-1?

MARK SWARTZ: ©No, I'm sorry. That’s all I have of

Q X-1, what’s...what is the...what have you
been able to acquire, Les, and what are you seeking to pool ?
A We’ve acquired 96.8476% of the coal, oil
and gas owner’s claim to coalbed methane. We’re seeking to
pool 3.1524% of the coal, o0il and gas owner’s claim to
coal bed net hane.
Q And we’ve already talked about escrow.
What about well estimate for---?
A Yes.

---X-17?
A The estimated cost is $252,809.27 to a
depth of 2,719 feet. The permt nunber is 7550.
Q And you’ve got a permit since you
originally filed, | take it?
Yes.

Q And with regard to...and you tal ked about




there are no split agreenents in this unit either.

A That’s correct.

Q Is it your view that if you...in your
opi nion that if you conbine the | eases and acqui sitions that
t he applicant has been able to make in unit X-1 with a
pool i ng order pooling 3.1524% of the unit, the correlative
rights of all of the owners and clainmants to the coal bed
met hane in this X-1 unit would be protected?

Yes, they will be.

Q And is it, again, your opinion that
drilling a frac well in this 80 acre unit is a reasonable
devel opnent plan to produce coal bed net hane?

A Yes, it is.

MARK SWARTZ: Now, that’s all I think I have.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Mbtion to approve and a second.

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

BENNY WAMPLER.  All in favor, signify by saying




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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition from CNX Gas Conpany, LLC for pooling of coal bed
net hane unit BF-107, docket nunber VGOB-06-1017-1733. We’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 ot hers.

You nmay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane for us
agai n.
A Leslie K Arrington.
I’11 remind you that you’re still under
oat h.

A. Yes.

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

incorporate Mr. Arrington’s testimony from the first hearing




W th regard to the identity and status of both the applicant
and the operator, standard | ease terns and his enpl oynent.

BENNY WAMPLER:  That wi Il be incorporated.

Q Now, with regard to BF-107, what kind of
unit is that, Les?
A M ddle Ridge. It has 58.74 acres.

And what’s the development plan?

A One wel .

Q And where is it |ocated?

A Wthin the drilling w ndow.

Q Ckay. And is it your opinion that drilling
one coal bed nethane well in this drilling wi ndow and fracing

it is a reasonable nethod to produce coal bed net hane from
and within this unit?
A Yes, it is.
Q Have you filed a well cost estimate with
the Board with regard to this proposed well?
A Yes, we have. 1It’s $249,639.89 to a depth
of 2,661 feet. The permt nunber 7438. The well has been
drill ed.

Q Ckay. Wth regard to the three respondents
here, what did you do to notify them and others, that there
woul d be a hearing today?

A We published in the Bluefield Daily




Tel egr aph Septenber the 25th, 2006 and mailed by certified
mai |, return recei pt on Septenber the 15th, 2006.

Q And have you filed proofs of publication
t hat you obtained fromthe newspaper and your certificates

Wi th regard to mailing with the Director?

A Yes, we have.

Q Do you wi sh to add anybody as a respondent
t oday?

A No.

Q Do you wish to dismss any of the

respondents listed in the notice and application?
A No.
Q Wul d you tell the Board what interests
vou’ve been able to acquire and what interests you’re
seeki ng to pool ?
A We have | eased 97.312...3102% of the coal
owner’s claim to coalbed methane and 83.4014% of the oil and
gas owner’s claim to coalbed methane. We’re seeking to pool
2.6898% 0f the coal owner’s claim to coalbed methane and
16.5986% of the oil and gas owner’s claim to coalbed
met hane.
Q There’s an Exhibit E, correct?

Yes.

Q And what...what tracts within this unit




woul d require escrow?

A 1D, 1E, 1F, 1G 1H, 1I, 1J, 1K, 1L and 1M
Q And t he reason for escrow?

A For conflicts.

Q Ckay. As far as...we have addresses for

ever ybody?

A Yes, we do.
Ckay. Are there split agreenents in this
unit?
A Yes, for 1B and 1C.
And those people are identified in Exhibit
EE?
A Yes, they are.
Q And are you asking the Board that if this

is pooled to provide in its order that the operator could
pay the folks listed in Exhibit EE directly rather than
escrowi ng the funds due themin accordance with their split
agr eenent ?

A Yes.

Q Is it your opinion that if you conbine the
acqui sition and | easing efforts that have been successful on
the part of CNX, the applicant, with a pooling order pooling
t he percentages of coal and oil and gas interests that

you’ve testified to that the rights of clains and interests




of all peopl e concerning coal bed met hane woul d be protected?
A Yes, it will be.

MARK SWARTZ: That’s all I have.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: |s there a notion?

MARY QUI LLEN: Motion 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 Board nenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition from CNX Gas Conpany, LLC for pooling of coal bed
met hane unit YYY-20, docket nunber VGOB-06-1017-1734. We’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 ot hers.

You may proceed.




LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nanme again, please.

A Leslie K  Arrington.

Q And I’'m just going to remind you that
vou’ re under...still under oath. Do you understand that?

A Yes.

Q What kind of unit is this?

A It’s an Oakwood unit. It’s in the
northern...very northern edge of the Cakwood Field. It has

77.04 acres init.

Q And how many wel | s are proposed?

A One.

Q And it’s located in the window?

A Yes.

Q And is it intended or expected to be a frac

wel | ?

Yes.

Do you want to dism ss anybody as a
respondent today?

Yes.

Q Wio woul d t hat be?




A Equi t abl e.

Q Okay. And what’s the reason for the
di sm ssal ?

A The | ease on Eagl e Coal Corporation. They
no | onger have that.

Q Ckay. So, when you noticed this and
originally filed it, you thought Equitable had a---?

A Yes.

Q ---current lease fromEagle and it turns
out that they don’t?

A Ri ght .

Q Have you provided the Board today with an
amended Exhibit B-3?

A Yes, we have.

Q And is the anendnent sinply to indicate or
del ete any references to Equitable as having a | ease?

A Correct.

Q QG her than that, with regard to Eagl e Coal

does it rennin the sane?

A Yes.
Q Have you...well, let’s just stay with the
acreage for a minute. Is the reason that this isn’t 80 acre

is because it’s on a boundary and those units tend to be

| arger or smaller to make up the---7?




A Correct.

Q ---di stance?

A It is.

Q Ckay. The...have you provided a well cost
esti mate?

A Yes, we have. It’s $254,990.36 to a depth

of 2597 and the permt nunber is 7453 and it has not been
drill ed.

Q And what did you do to notice Eagle and
Equitable of today’s hearing-?

A | mailed certified mail, return recei pt on
Sept enber the 15th, 2006 and published Septenber the 25th,
2006 in the Bluefield Daily Tel egraph.

Q And did you...have you filed your proofs of
publication that you received fromthe newspaper and your
certificates of mailing with the Director’s office?

A Yes, we have.

Q And what interests have you been able to
acquire in this unit and what are you seeking to pool?

A We’ve acquired 79.3657% of the coal, oil
and gas owner’s coalbed methane interest. We’re seeking to
pool 20.6343% of the coal, oil and gas owner’s claim to
coal bed net hane.

Q There’s no escrow required here?




No.

And there are no split agreenents?

> O >

No.

Q Is it your opinion that if you conbine a
pool i ng order pooling Eagle Coal Corporation and their
interests with the folks that you’ve leased from or acquired

i nterests fromthat the correlative rights of all people in

this unit with regard to coal bed nmethane will be protected?
A Yes, they will.
Q s it your opinion that drilling one frac
well in the window of this OGakwood unit is a reasonabl e way

t o produce the coal bed nethane fromthe unit?
A Yes, it is.

MARK SWARTZ: That’s all I have, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

BILL HARRIS: | nove for approval.

PEGGY BARBAR: | second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.




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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition from CNX Gas Conpany, LLC for a nodification of the
Mddle Ridge | Field Rules to allowdrilling in an
additional well in units BE-106 to BH 106, AV-135 to AV-140,
AW 135 to AW 140, AX-135 to AX-140, AY-135 to AY-139, AZ-135
to AZ-137 and BA-135 to BA-137. This is docket nunber VGOB-
00- 1017-0835-01. We’d ask the parties that wish to address
the Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington and

Ri ck Toothman. M. Chairman, could you perhaps consi der
conbi ning the next itemwth this, which is also a

nmodi fication petition, the reason being that the exhibits
and testinony is going to actually pertain to both?

BENNY WAMPLER: Okay. 1I’11 also call a petition

from CNX Gas Conpany, LLC for a nodification of the Nora
Coal bed Gas Field Rules to allow drilling of an additional
well in units BB-101 to BB-105, BC-101 to BC- 105, BD- 105 to
BD...I'm sorry, BD-102 to BD-105, BE-102 to BE-105, BG 104
to BG 105, BH 104 to BH 105. This is docket nunber VGOB-89-
0126- 0009- 06. We’d ask the parties that wish to address the

Board in this matter to cone forward at this tine.




MARK SWARTZ: It will also be, again, Mark Swartz,

Les Arrington and Ri ck Toot hman.

BENNY WAMPLER: For clarification for the Board

members, there’s one that’s Nora and one is Middle Ridge.
So, we’ll keep that clarification as we go through here.

MARK SWARTZ: We’ve got some maps that Les is

goi ng to pass out, which I think will get us focused on
where we are in terns of |ocation.
(Leslie K. Arrington passes out the maps.)

MARY QUI LLEN: Mr. Chairman, while he’s passing

t hose out, | have just one little question on the map. It
shows here that BF-103 through 105 is included in this, but
it’s not listed. 1Is that part of this on here, but it’s not
| i sted?

LESLI E K. ARRI NGTON: What happens is this is

the...this is the Nora Field and then the M ddl e R dge
starts right here.

MARY QUI LLEN:. Oh, okay. So, it overlaps there.

LESLI E K. ARRI NGTON:  Un- huh.

MARY QUI LLEN. Ckay, thanks. Thank you.

MARK SWARTZ: Actually, let’s just stay with that

for a minute. When you...you’ll see on the handout that you
all have gotten, there’s sort of in the center toward the

bottom of the map it says, “Proposed 30 acre Infills” and




then there’s an arrow pointing in both directions. Off to
the right, you’ve got an area that we’re going to be talking
about, which is the A area...the AB area. Then off to the
left, we’ve got an area that is actually...a little tiny bit
of it that’s on the right hand side is in the Middle Ridge
Field and that’s the BF that you were tal king about.

MARY QUILLEN: R ght.

MARK SWARTZ: COkay. And then nost of it, however,

is actually in the Nora because that’s the dividing line.
So, that’s the...we’re in both of the fields, but a little
piece is off to the west.

RICK TOOTHVAN: Well, the Mddle Ri dge, the boxes

are in red and you can see the boxes in black, that’s the
dividing line. So, you can see it’s a north/south line
ri ght through that.

MARY QUI LLEN: Right. Uh-huh.

MARK SWARTZ: So, you’ve changed---.

BENNY WAMPLER. W need to get hi m sworn.

MARK SWARTZ: Go ahead and swear M. Toot hman.

(Rick Toothman is duly sworn.)

MARK SWARTZ: (Okay. Was your testinony with

regard to col or correct?

Rl CK TOOTHWVAN: Yeah, that was correct.

MARK SWARTZ: Okay. Al right. Just to repeat,




essentially, we’ve got red...a red grid to the right and a
black grid to the left and that’s how you show Nora as
opposed to M ddl e R dge, correct?

RI CK TOOTHVAN: That’s correct.

MARK SWARTZ: Ckay. M. Chairman, | would like to

i ncorporate Mr. Arrington’s testimony with regard to the
applicant and their...its status in Virginia fromthe first
heari ng and al so 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 M . Arrington, I’d ask you state your name.
A Leslie K Arrington.
Q And I’'11 remind you that you’re still under
oat h.
Yes.
Ckay

Rl CK TOOTHVAN

DI RECT EXAM NATI ON




QUESTI ONS BY MR SWARTZ:

Q M . Toot hman, have you testified here
bef ore?
Yes.
Just to sunmarize a bit with regard to what

you do and your background, would you rem nd us who you

Wor K?
A | work for CNX Gas Conpany.
Q Okay. And what’s your position?
A I'm Vice President of Engineering and

Techni cal Servi ces.

Q And what involvenent, if any, do you have

i n reservoir engineering issues and well spacing issues and
pl anni ng?

A | basically run the geol ogi c and

engi neering staff that hel ps nake those deci sions.

Q And how | ong have you been with CNX, or its
predecessors, perform ng those functions?

A About twenty-one years.

Q With regard to the exhibits that we’ve
passed out today, the data that was used to prepare sone of
t hese exhi bits, who prepared the exhibits and who, you know,
accunul ated the rel evant data?

A Mysel f and ny staff conbined to create the




exhi bits.

Q Ckay. Your educational background, give us
a qui ck sinopis of that.

A A petrol eum engi neeri ng degree from West

Virginia University.

Q Ckay. And when did you get that?
A 1986.
Q kay. So, was your first job with sone

predecessor of CNX then?

A Yes, Conoco. The two conpani es were---.

Q Ckay.

A ---tied together at that tine.

Q Okay. Let’s just start with the...with the

exhibits and then we’ll come back to some more specific
testinony with regard to these applications. But
the...there are sone other units shown here as well. \Were
we’ve got all of the color and sort of the messy looking
map, what field is that? That’s to the north.

A That’s Oakwood Field.

Q Ckay. So, the OGakwood Field is, you know,
roughly the top half of the nmap all the way fromleft to
right?

A That’s correct.

Q And then below it, as you’ve indicated,




we’ve got some Nora Field and some Middle Ridge Field?

A That’s correct.
Q Okay. In the area where we’re proposing
the 30 acre infill, okay, what is the size of those units

currently?

A They’re roughly 60 acres.

Q Just a bit |ess?

A | think just a hair |ess, yes.
Q Okay. And currently what is

under...whether we’re under Middle Ridge or we’re under
Nora, what is the Board orders currently with regard to how
many wells can be drilled in those units and where they
shoul d be | ocated?

A You’re allowed one well within those units
and there’s a drilling window that’s slightly smaller than

the unit size itself.

Q And that would be true for both fields?

A For both fields, that’s correct.

Q Has there been drilling in the areas that
are shown on this map as the proposed 30 acre infill areas?

A There has been drilling, yes.

Q Ckay. And have you taken data relating to
drilling in those areas and used it to prepare any charts or

graphs to talk to the Board about today in terns of why this




m ght make sense to do infill drilling?

A Yes. We have...our, | guess, application
i s based on actual data recorded fromwells that have
al ready been drilled.

Q And if we |ook at the next page of the
exhibits that you’ve passed out today, would you tell the
Board what you have tried to show on this exhibit?

A Yeah. What you’re looking at on the second
exhi bit that has a...basically, an orange colored |line and a
red line are the two areas that we’re discussing today, both
BB and AV. There are twenty-eight wells in the one area and
twenty-five wells in the other area. Wat we did was
essentially, what we call it, a zero tinme shift, but to try
to kind of get a feel for the average well perfornmance, we
showed the wells as if they cane on the exact sane tine and
t hen we averaged the production data. So, you can see that
the BB area had produced at its peak. 1It’s somewhere |ess
than 125 mcf a day and it’s currently producing about 80 mcf
a day per well. The other area was produci ng about 80 ntf a
day at the peak and now i s doing sonewhere in the
nei ghbor hood of about 60 ntf a day per well.

Q And if we go to the next page, okay, where
vou’ve got...it’s the chart entitled “Incremental

Production”... actually, we need to go to last page, okay.




Let’s go to the last page and then we’ll come back.
Currul ati ve gas production for 60 acre spaci ng, what have you
done here?

A VWll, this is basically the sane...the sane
data that we showed on the previous graph. But what we’re

| ooking at there is the cunul ative production froma typica
wel | in those areas versus tine. The reason that we did

t hat was because we did sone reservoir simulation in this
area and what we wanted to do is use the actual data...the
act ual production data that we have received fromthese
wel | s suppl enented with core data that has given us sone gas
contents and pressure data and so forth in the area. W put
that in the sinulator to determ ne sone natch points so that
we coul d basically forecast or predict the way the way the
average well would behave. Wat you actually see in this
area, we kind of split the difference. As you can tell,
there are a few differences between the two areas, which
could be a nultitude of things. But a typical well, what

this shows in that area, if you blended the results in ten

years of a typical well, it would produce about a 185
m | lion cubic foot of gas.
Q And this assunes, based on sort of a

bl endi ng of the data, because one area appears to be a

little better than the other one as we saw on this graph?




A That’s correct.
Q Okay. And you’re saying that on a blended
basis, one well in a...roughly a 60 acre unit, it’s

reasonable to assume that you’re going to get about 185

mllion in a ten year period?
A Yes.
Q Okay. Then if we go back to the chart just

in front of it, we’ve also got the same ten year period,
right?
A Yes.
Q And we’re comparing, presumably, what we
saw on the one well chart to what is projected for two
wel | s---72
A Yes.

---and what’s the comparison?
A Well, what we did here is we used the data,
t he actual data recorded in the field, the actual production
data and it was used to set up the sinulator to give us
reasonable matches and that’s what we’ve showed you on the
previ ous page. All that work was done to set up now a
hypot hetical case, which is to say that we kept the sane
reservoir paraneters that created the match and then we said
hypot hetically what woul d happen if we put a second well in

these 60 acre units. We’ve effectively...we set or




devel oped the field on 30 acres. Wat you get there is if
vou take a look at one 60 acre unit, you’ll still get...and
that’s what the black curve represents, in ten years you’ll
still get that roughly 180 mllion cubic foot of gas.
Obviously, it’s the same curve. But if you drilled two
wells in that unit as opposed to one, than what you would
actual ly be getting is closer to 290 mllion cubic foot of
gas in that sane tine frane. So, basically, two wells would
produce in a ten year tinme frame and roughly a 110 mllion
cubi c foot of additional gas.

Q And, basically, what you’re looking for in
terns of an anal ysis of the econom cs of the second well is
subtracting the bottom you know, nunber fromthe top nunber
and saying, okay, we’re going to get another 110 million?

A That’s right.

Q And then I assume that you’ve looked at the
econom cs of that in terns of whether or not at sone, you
know, reasonable rate of return that nakes sense?

A That’s correct because that second well
does take an incremental investment as well. So, that’s
exactly what we did froman econom c prospective. W took a
| ook at our per average gas price received in 2006. W took
a | ook at this gas production verus the increnental costs to

see what the econom cs showed and in our nodel they proved




very favorabl e.

Q So, this additional 110 mllion to your
nodel makes econom ¢ sense and is a well that you woul d be
prepared to drill because it would pay a return that woul d

be acceptable to your company? I mean, is that what you’re-

- -7

A That’s correct.

Q Okay. The...and all we’ve looked at here
really is the...is the first ten years of these wells?

A That’s correct.

Q And would it be fair to assume that it’s

antici pated that the wells would produce for |onger than ten

year s?

A Yes, they will. They will...it’s hard to
say how | ong they would produce. But they will produce, you
know, for tens and twenties and fifties years, | nean,

potentially.

MARK SWARTZ: That’s’ all I have of Mr. Toothman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairman, | do have a coupl e of

questions. That |ast graph we | ooked at, the increnental
pr oduction- - -.

Rl CK TOOTHVAN: Yes, sir.




BILL HARRI'S: ---where you’re looking at the 30

acre...you said that was a nodel...your program does that.
What was that based on? Ws it based on producti on when you
have two wells in a 60 acre tract or was it---?

RI CK TOOTHVAN. Well, what set up the nodel was

basically...l nean, to flip through the whole series to
under st and, you know, nodels have a | ot input paraneters,
frac | ength and gas content and, of course, spacing and

t hi ckness and all of that. WelIl, we know the coal thickness
is down in that area. We’ve got some data that suggests a
range of gas contents. Perneability is sonmewhat of an
unknown. So, you know, we | oaded all of paraneters that we
knew, but we did was used the actual data, which is those

two lines or if you take a ook at the chart with the 60

AcClr es---.

BILL HARRI' S: That’s already showing the 60---.

Rl CK TOOTHVAN: - --Dbecause that’s what they’re on
is 60 acre spacing on average. So, that’s what we did to

basically tune the sinmulator to say these are giving us a
reasonable forecast because it’s based on production data
once we tie all of the things that we know. So, we start
guessing at the things that we don’t know to match it. Once
we did that---.

MARK SWARTZ: No, let nme stay with this.




Rl CK TOOTHVAN:

MARK SWARTZ:

bl ack |ine---?

Rl CK TOOTHVAN:

MARK SWARTZ:

| ooked at your actual pr

red

| i nes---7?
Rl CK TOOTHVAN:
MARK SWARTZ:

t henf

Rl CK TOOTHVAN:

MARK SWARTZ :
si mul ated and conpari ng
t hat - - -.

Bl LL HARRI S:

MARK SWARTZ :

si mul ated response as w
is that the progranf
Rl CK TOOTHVAN:

MARK SWARTZ:

Rl CK TOOTHVAN:

don’t tweak anything on

Ckay.

You ran your sinulator to get the

That’s correct.
---and that was...and then you

oduction, which is the orange and

That’s right.

---and your sinulator is between

That’s correct.

So, you know, you’re running a

It to actual, just to make sure

Yeah, I’m there, vyeah.

Then...so, you’ve now validated your

thin a range of reasonable, | nean,

That’s correct. That’s right.
Go ahead and conti nue.

So, you know, at that point,

that’s all calibrated to real data, but once we did that,

the model with exception that we

we




ti ghten the spacing and we put additional wells, you know,
in the field. Wen you do that, then it projects and

basi cal |l y what you’re getting...we’re getting individual 30
acre curves, but we multiplied it by two to give you the
essence of what you’re looking at on a comparison. This

conparison wth the black and grey line would be the

production that you still get fromone 60 acre unit, but now
vou’re getting it from two wells. So, you know the
i ndi vi dual well performance wll be |ess, but because

there’s two of them combined, you’ll get incremental
pr oducti on.

BILL HARRIS: Okay. Wll, let nme ask the original

gquestion again, is that based on actual data at anytine
that...where you’ve drilled more than one well or---?

RI CK TOOTHVAN: No. We don’t have Board approval

to drill more than one well in this area. We can’t do that.

BILL HARRI'S:  Ckay.

RI CK TOOTHVAN: That’s what we’re here today and

that’s why...and that’s why---.

BILL HARRIS: Well, but---.

RI CK TOOTHVAN. ---we’re not going for a blanket

approach. W want to do a few areas and these are what |
consi der test areas. So, we can do that, get perm ssion to

do it and then validate the results based on actual infil




drilling.

BILL HARRIS: Okay. Another question, if | mght.

BENNY WAMPLER: Yes.

BILL HARRIS: That first graph that you have, the

M ddl e Ridge Field, there are sone dotted |ines, BB area
wel | and, | guess, that nmeans count, that first one there,
t he

AV- - -

R CK TOOTHVMAN: Yeah, that’s...that’s what those

represent. Keep in mnd...and we trunpicated the data after
t hree years here and the reason for that is those
are...again, those are average productions and if it’s time
shift...let’s just say in reality you might have a well in

t hat area that has been on for two years and anot her one

t hat has been on for four years. WlIl, when you put them on
at the same date, that means that you’ve got two well s out
so far, but then you’re only going to have...the data’s
average is only going to be represented fromone well.

VWell, if it happened...so, your data...the data at the end
starts really getting skewed because if it happened to be a
really good well, you know, it shows the average goi hg way
up. If it was one very poor well, you’ll see the production
clinmb and go the other way. So---.

BILL HARRIS: I guess, I'm asking about the dotted




lines. I’'m not sure if I understand they’re stepping down
and | guess I’'m not...when it says, “AV area well count”---.

RI CK TOOTHVAN: Well, what that’s...what that’s

saying, in the beginning for about a year that neans that
al | twenty-seven wells are in production, okay,---

BILL HARRIS:  Ckay.

Rl CK TOOTHVAN: ---at times zero. Once it starts

dr oppi ng down, that nmeans that average is comng froma
subset of those wells because one of them has not been
drilled yet.

MARK SWARTZ: 1It’s the reverse of reality. You

have nore wells in the beginning of this chart than you have
at the end. You drilled wells a few at a tine and wound up
Wi th a bigger nunber, but this chart flips it and assunes
that they were all on line up front, I'm right?

RI CK TOOTHVAN: That’s correct.

MARK SWARTZ: And then steps the well count down.

That’s---.

BILL HARRI'S: Oh, okay, because---.

MARK SWARTZ: (kay, okay.

R CK TOOTHVAN:  Because---.

BILL HARRIS: ---in tine...yeah, okay, the
reverse...it’s the two year or four year thing that you just

said. After a while, the...you start themat the sane tine.




MARK SWARTZ: Ri ght .

RI CK TOOTHVAN: Right. We’re trying to shift them

back. Even though they weren’t drilled on exactly the same
day, we’re trying to do it that way so that we can a
representative average. If not, you’re going to have
declines built into the tinme frane.

BILL HARRI'S: Yeah, okay.

RI CK TOOTHVAN: So, you’re eliminating the time

f act or.

BILL HARRI'S: Yeah, yeah. GCkay, thank you. Thank

vou, Mr. Chairman, that’s all.

BENNY WAMPLER.  Ms. Qi llen, do you have---?

MARY QUI LLEN: No, he answered ny question.

Rl CK TOOTHVAN:  Ckay.

BENNY WAMPLER. Ot her questions?

GARY EIDE: Were was the AV-140? I didn’t see
what you were pointing out there. You have an AV-114 area
right here and then you’ve got an AV-140 and 135. Were are
t hose | ocat ed?

RI CK TOOTHVAN:. The AV-114 area is really not

before the Board today. It was only there for reference
because that was...that was a snmall area when we originally
cane in to supple...or to support the 60 acre units to the

Board. | just put it in there nore for a nmatter of




r ef erence

actual ly t

or green.

135. The
t he right.
| i ne under

t han anyt hing was that we had sonme actual data

t here before we set up field rules and that was what we

cal l ed the AV-114 area. The two areas in question are

he ones in the...like the green color...turquoise
I’'m not good with colors.

GARY EIDE: \Were is the...you were going to dril

two though in AV-135 and AV-140, according to this, and AW

AWs are there, but I don’t see the AVs.

MARK SWARTZ: Well, they’re in the green off to

GARY EI DE: | see AW AX and AY and AZ.

LESLI E K. ARRI NGTON: Yeah, it’s the top row here.

RICK TOOTHVAN: AV is right above it.

MARK SWARTZ: AV is right above it.

MARY QUI LLEN: 1It’s covered up though under a red

it.
GARY EIDE: kay, it | ooked like...okay.
RI CK TOOTHVAN: Al you could see is the 135 on

GARY EIDE: Okay. So, those are AvVs at the top?
MARK SWARTZ: Right.

LESLI E K. ARRI NGTON:  Yeah.

Rl CK TOOTHVAN:  Ri ght.

BENNY WAMPLER:  On your...on your production




i nformation, your nodeling, was all of that on Mddl e R dge?

Rl CK TOOTHVAN: No. The two...the two units

are...the red represents the BB area, which is the col or of
t he actual wells on 60 acres and on the Nora field. The
orange area, the AV area is actually the area in the Mddle
Ridge. That’s the actual...actual data from both fields

t hat were used. Like | said, for nodeling purposes we
Jjust...we didn’t try to match each one individually. You’ll
see it gets sonewhat of a range of results. But in al

cases, you can kind of forecast the curve slightly different
and you’ll come to the same conclusion.

BENNY WAMPLER:  So, when your information that you

handed us says “Middle Ridge”, it’s not Middle Ridge. It’s
M ddl e Ri dge and---.
RICK TOOTHVAN: It should be M ddl e Ri dge and

Nora, yeah
MARY QUI LLEN: And Nor a.

RICK TOOTHVAN. Well, | called it Mddle R dge

because | still had three units in the Mddle R dge, but

that’s correct.

BENNY WAMPLER: How di d you sel ect just going BB

and AV, explain that, when you have a |lot of other units
here invol ved?

RI CK TOOTHVAN: Les, do you want to do that?




mean, | can do it from a geol ogi c standpoint, but there was
nore reasons than that.

LESLI E K. ARRI NGTON: Yeah. One of the reasons we

done these others, it had a smaller group of people of
owners within these two areas and that was one of the
reasons we sel ected these two areas and actually the shape
of it. It was fewer people in an area that we felt that we
could get in and test quicker with fewer people in it and
see what we’ve got.

BENNY WAMPLER: | guess, ny question is really

goi ng back to you.

Rl CK TOOTHVAN:  Ckay.

BENNY WAMPLER: That was a good handoff. But [|---

RI CK TOOTHVAN: Well, there’s some geologic...

there’s some geologic reasons as well.

BENNY WAMPLER: 1I’'m looking at...you’ve given a

representative of BB and of AV and you’re asking us to
approve BC and BD and BE and BG --.

RI CK TOOTHVAN: No, no, no. We’re just calling

that the whole area AV. That’s...all the twenty-eight wells
that are in there is...the production...the average
production data is fromall twenty-eight units. We’re just

calling it the AV area because we can’t call it the AV-102,




103, 104 area or whatever. So, that whole area is
represented by production data and this whole area is
represented by production fromindividual wells in each of
t hose units there.

BENNY WAMPLER: And |l et ne ask himone nore

question. And your nodel averaged all of that?

RI CK TOOTHVAN: That’s correct. What...what the

nodel did is it was already averaged on the first page that
we’ve talked about with the time zero because, obviously,
each well will...will produce slightly different. But what
we did there is we took the actual data and averaged it
first and said here is the average response of the twenty-
eight wells in this particular area and then we nodel ed t hat
based on the coal thickness that we know, the gas content
and all of the paraneters in that area to cone up with a
mat ch that represented the average performance of a well in
t hat area...you know, any individual perfornmance can change
traumatically.

BENNY WAMPLER: Have you ever done this before in

any other fields?

Rl CK TOOTHVAN:  Yes.

BENNY WAMPLER: You’ve averaged to different field

rules’ segments and all the wells in those---?

RI CK TOOTHVAN: Well, you know, we say field rule




segnents, but essentially the two rules are synonynous.
They’ re both...in this case, in my opinion, we’ve got a
hypothetical line that’s running north/south. But the Nora
field and the Mddle R dge field are set up on 60
acre...roughly, 60 acre square units. They’re identical to
one another. So, there was really no reason to separate
themin ny mnd, not from.not any technical reasons that |
can t hink of.

BENNY WAMPLER:  The production that you’re seeing

fromactual wells in the Mddle R dge and Nora are
essentially the same? Is that what you’re telling me?

Rl CK TOOTHVAN: Yeah, | think...l mean, | think

I’'m saying that this particular area of the Nora field is
slightly lower than that particular area of the Mddle R dge
and that’s what we’re after. We didn’t try to represent
every well. We’ve drilled a lot more wells in the Middle
Ridge field than what we’re showing you here today. But we
didn’t attempt to model everything because we weren’t,

basi cal |l y, approaching the Board about infill drilling or
anyt hing el se at this tine.

BENNY WAMPLER. Are you also inplying that there

is no geologic difference between the Mddle R dge and the
Nora fiel d?
RICK TOOTHVAN: No. | think that...l think that




there can be some differences. That’s most likely the
reason that there’s subtle difference in the average
performance of the two. Coal thicknesses is not
significantly different. | think the coal thickness in
one...in the better area there, in he BB area is actually 38
feet on average. The coal thickness in the AV area from al
of those wells conbined was around 34 feet in the AV area.
But, geologically, there is an anti-cline that runs north of
those units. So, there’s...you know, we don’t have enough
data as far as neasurenents or actual perneability. There
is always...| nean, that can change fromwell to well not
along field to fields. So, I wouldn’t want to make that

st atenent either way.

BENNY WAMPLER: Do you want to nake this as

Exhi bit A? Oher questions fromnenbers of the Board while
I'm thinking how to frame my other question?
(No audi bl e response.)

BENNY WAMPLER: On page three of your...they’re

not numbered, but I'm going three pages in of your Exhibit
A. And you’re saying...I'm just going to ask you again, I
think you’ve answered this, but for clarification,

incremental production 30 acre versus 60 acre, that’s for

both Nora and M ddl e R dge conbi ned---7?
Rl CK TOOTHVAN:  Yes.




BENNY WAMPLER: - --your nodel conbined that?

Rl CK TOOTHVAN: Yes.

BENNY WAMPLER: Is that also true for the | ast

page in your exhibit titled “Cumulative Gas Production for
60 Acre Spacing”?

RI CK TOOTHVAN: Yes. Yeah, I mean, that’s really

the way it was built was using that page first to the other
page, but that is correct. | nean, if | was to project just
on my own, I’d say that, you know, AV area actual is
probably going to be about 165 to 170 versus the 185. 1In
the BB area, which is the Nora field, it’s probably going to
be a little bit on the higher side around to 200 to 205
million. That’s what I'm saying. We didn’t need to run a
bunch of increnmental cases because the net effect on the
other side, if we averaged the two, you’re going to get
the...you get the sane response with the 30 acres. |If

vou’ re going to run the average, which will change every
well, you’re probably saying that I’'m somewhere between 95
and 125 mllion extra cubic foot of gas due to the infil
dependi ng on location to location in ten years.

BENNY WAMPLER: I n the ot her areas where you have

been approved to drill a second well, have you...have you
nmodel ed that and conpared the nodel s? 1In other words, is

this...is it validating this nodel as far as the




addi tional...the percent of additional increase with the
second wel | ?

RI CK TOOTHVAN: Yes...yes, it is. Now, we have

approval in some areas, but we don’t have enough data to
draw t hat conclusion yet. But sone of the areas that
we...that we’ve got substantial data or at least data for
| onger than a year, they are certainly supporting the
conclusions that we’ve made or drawn from the model.

BENNY WAMPLER: M. Eide, do you have any

guestions of this w tness?
GARY EIDE: These orders will stipulate that both
wells will be drilled in the wi ndow and 600 feet apart | ust
| i ke the original, right?

MARK SWARTZ: 1It’s in the application. Yes.

GARY EI DE: kay.
BENNY WAMPLER: Ot her questions from nenbers of

t he Board of this witness?

MARY QUI LLEN. M. Chairnman, | have just one

question. In other areas that are...have the sane geol ogic
i nformation, how close are they to these two areas here
where you al ready have wells drilled that have simlar
condi tions?

RI CK TOOTHVAN: We don’t have any wells drilled on

30 acre spacing. | say that with the exception that we




drilled sone wells that woul d probably approxi nate that up
in the Cakwood field that was within the mne plan. So,
where we put wells, we basically had the perm ssion to put
wel | s very close together. The only thing that | can tel
you i s that based on ny experience what we’re advocating
here today may even be conservative, but what you generally
get is, you know...you’ll get quicker interference between
t he wells which pronotes up-front gas production. At the
end, because you’ve got more wells in there you’re going to
draw t he average reservoir pressure to a | ower extent and
with coalbed methane that means you’re going to release
addi tional gas that you previously would have | eft behind.
So, you know, I don’t have any actual data that’s
real ly anywhere close to that just because we don’t have
permission to do any of that. The closest that we’d have is
in the Cakwood field in sone of these areas that you see in
the yellow and the pink. We’re starting to put some wells
t here on 40 acre spacing. The application was very simlar
j ust because there was already existing field rules. It was
easier to petition the Board to put a second well in the
existing unit than try to go out and just throw everything
away and start over again. But we have seen sone very
traumatic responses. If | was going to show the nmap, sone

very traumatic responses- - -.




MARY QUILLEN. In the other fields?

RICK TOOTHVAN: ---in the other fields up in this

area. Yes, ma’am.

MARY QUI LLEN: Ckay.

BENNY WAMPLER: Ot her questions of this w tness?

(No audi bl e response.)

BENNY WAMPLER® M. Swartz?

MARK SWARTZ: | sense sone questions comng from

t he Board perhaps because our approach to this application,
Rick, in terns of the nodeling and the data is different

t han t he approach that you enployed in the OCakwood Field and
| want to talk about that for a mnute. In the OGakwood

Field, we had maps where you inset data and you were able to

pl ot the performance of the first well in the unit and then
pl ot the performance of the second well in the unit because
we had mning that allowed us to drill on...mning
operations that allowed us to drill on smaller spacing,
okay?

RI CK TOOTHVAN: That’s correct.

MARK SWARTZ: And so you had actual data in

Cakwood because of the mning were you could actually show
t he Board graphically that a second well on...additiona
wel l's on increased density basis had sort of a synergistic

ef fect on the performance of the wells. | nean, do you




remenber that presentation and that data and that
di scussi on?

RI CK TOOTHVAN: The origi nal Oakwood field rules

al l owed us to drill on closer spacing to collect that data.
We can’t do that in this field rule unless we’re given...
granted access to drill on 30 acre spacing. | believe
that...| believe the Board has already heard a separate
petition at an earlier neeting by Equitable to essentially
do the same thing in an area that’s further west in the Nora
field and not to nodify the entire Nora field, but to give
themthe flexibility to drill sone wells on closer spacing
to collect data to see what the results may be.

MARK SWARTZ: Okay. But what I'm really looking

at is just the reason for the different data and the

di fferent approach today. Today, since we have different
data, we have one well data. We don’t have increased
density data |ike we had in the Cakwood. You indicated to
the Board that the differential that sonething between 95
and 125 that that differential was conservative. Wuld that
be because your nodel does not take into consideration the
synergistic effect on production that we’ve seen in the
Cakwood? Wbuld that be a reason---?

Rl CK TOOTHVAN:  Yes.

MARK SWARTZ: ---for saying it was conservative?




RI CK TOOTHVAN: Yeah. One of the things that we

do is we assume that we don’t effectively stimulate

absol utely every coal seam and that’s reasonable with just
conpl etion practices. | guess froma statistica

st andpoint, if you put two wells in and you treated them
uniquely, there’s always a potential that you may get into a
coal that you didn’t efficiently stimulate in that...in well
A and maybe you did in well B. So, what you could get is
sone. ..you know, you m ght conplete sone coal s that

vou’ re...that you’re not getting a lot of production out of
right now. That’s one of the upsides, but we didn’t build
that into the nodel to suppl enent anything there. That
was...that was something that...that’s why I said
conservati ve.

MARK SWARTZ: | sort of sensed, M. Harris, from

your questions that you were curious as to why the approach
seened to be different than what you were famliar wth and
| just...would it be true that you basically have taken two
di fferent approaches because the data is different?

RICK TOOTHVAN: Well, | think the approach is the

same. The only thing is is that you’re able to validate the
infill drilling with actual data. Here, we validated
everything that we could validate up front and then we had

to use a mathematical model to assume what’s going to happen




on 30 acre spacing. W have no other way of doing that
until we drill a well.

MARK SWARTZ: I don’t know if that helps or not,

but I was trying to---.

BILL HARRIS: Al right. Yeah, it does.

Although, I’'m a little confused about using actual data
versus hypothetical data. 1It’s not really hypothetical
data. It is actual data and I'm not sure how to reason it
out in my mnd. Let ne ask you about the nodel though,
wher e does the nodel cone fron? |Is this an industry

st andard nodel or is this one devel oped by your conpany or
s it---?

RI CK TOOTHVAN: No. 1It’s not our model. There

are...there are a couple of different nodels that are out
there that are commercially avail able that are very conpl ex
mat hemati cal nodels. But, basically, for what they cal

dual (inaudible) reservoirs, which coal beds certainly fit
into. They’re used just as that. W use themin a |ot of
our ventures and other areas as well. You know, where you
don’t have...you calibrate everything that you can from
actual data. That’s what I'm saying. We do have gas
content data in this area. So, we’re not guessing at that.
There’s a range. It varies, but we have gas content data.

We know what our well spacing is. That’s a known. We know




the thickness of the coal. We’ve drilled many, many wells
down here and taken nmany cores. So, we know the thickness.
So, all those things are actuals, that’s real data. Some of
the things that you don’t know is...which can change from

| ocation to location, is the perneability of the coal. You
know, how...how well it’s interconnected or fractured, so to
speak. Again, that wll change. Wuat we do...if we would
nmodel one well, you would see a range of perneabilities. W
know what the acceptable range is and what we try to do is
represent kind of the average, the typical case, because al
CBM wel | s...as you can see fromthe drilling in this
application, it’s not a...it’s not a one or two well game.
It’s a pretty much a statistical play. You need to drill it
all. So, that’s what...that’s what goes into the models,
like I said. So, you’'re tying it to real data.

BILL HARRI'S: Yeah, okay. Well, M. Wanpler asked

@ question earlier about using the nodel in the areas that
you have drilled, although, the spacing was different and

t he nunber of acres was different. But if you took the
data...if you took the nodel and dropped it onto the...well,
maybe...let nme say it backwards, the other way...if you took
t he data that you do have on wells that have been drilled
and dropped that into the nodel, does the nodel accurately

predi ct the increased production in those areas that you




al ready have---?

RI CK TOOTHVAN: Wl | ---.

BILL HARRIS: I guess, we’re...I guess...I’m kind

of puzzl ed about the nodel and how--.

Rl CK TOOTHVAN: ---let nme...let me answer that

guestion. Let nme answer this question. |In AV-114 area,
when we originally set up the Mddle R dge field rules on 60
acres, the original petition for Cakwood to go to 40 acre
infills was in that AV-114 area. Wat we did...because you
can see that that area that’s roughly square is divided into
the Middle Ridge field. There’s three or four |ayers of
units there that were 60 acre wells. To the north of that,

t hose wells were set up on 80 acres. So, again, we had 60
acre performance and 80 acre performance and we ran sone
reservoir simulation to justify the tighter spacing in the
M ddle Ridge at the tinme. | went back and | ooked at that
data before we nmade this application and its like five years
later and the same type of curve that I’'m showing you in
Exhibit A as far as...let ne go to the very |ast page, the
actual sinulated curve, w thout changing any of the
parameters, we’re almost just dead on after five years with
t hat mat hemati cal nodel

Bl LL HARRI S: Yeah. That’s what I needed to hear.

Rl CK TOOTHWVAN: So, that and with these other two




areas, gives ne quite a bit of confidence that---.

Bl LL HARRI S: Yeah. That’s what I needed to hear.

RICK TOOTHVAN: Now, the perneability of that area

is slightly better and we know that. W know that going in
because there’s an anti-cline running through there. So, we
did have to back off the perneability because the average
results of these two areas were slightly less. But the
nodel has done a very...very good job of forecasting what we
expect fromthose areas.

BILL HARRI'S: Thank you.

BENNY WAMPLER: One of the concerns, and the

reason | was picking at you on a nunber of these, was, of
course, one was to just clarify what you gave us and to nake
sure we had a good record for that.

Rl CK TOOTHVAN:  Ri ght.

BENNY WAMPLER: But the other was that M ddl e

Ridge hadn’t had increased density wells before and you
chose to conbine. | was trying to nake sure, and I would
ask you, did you ever run a separate nodel for the Mddle
Ri dge before you chose to conbi ne the two?

RI CK TOOTHVAN: You’re...you’re saying the two

appl i cations today, M. Wanpler?
BENNY WAMPLER.  Yes. Because you conbi ned. . .you

chose to conbi ne---.




RI CK TOOTHVAN: W di d.

BENNY WAMPLER: ---an area that had never had

i ncreased density with an area where you had sone experience
of increased density.

RI CK TOOTHVAN. No, we don’t have any experience

in the Nora field in increased density. We don’t. I think
the first application, I may be wrong, that’s out there, and
I don’t know that any drilling has taken place yet, is
Equitable’s application.

MARK SWARTZ: I think that’s true.

Rl CK TOOTHVAN: So, Nora is also 60 acres. The

Nora skirts the edge of our mning conplex on the western
edge, so we don’t have any increased density in that field
ei t her.

BENNY WAMPLER: | thought...l thought earlier

t hough we had heard that in the Nora you had enough
i nformati on where you where skirting that to accurately
predi ct that.

RICK TOOTHVAN: I don’t believe I said that.

BENNY WAMPLER:  Maybe not .

RI CK TOOTHVAN: Yeah. Let ne clarify it, the only

data that we have of wells that are closer than 60 acre
spacing currently is in the CGakwood field where the origina

field allowed us to put wells as close as we wanted due to




t he safety and productivity of the mnes. Anything outside
of that...of that field, that OCakwood field, the rules have
been 60 acre spacing and to ny knowl edge CNX Gas nor any

ot her operator has drilled any wells closer than that.

BENNY WAMPLER: | believe that to be true. But
here, again...| had asked you earlier...just for
clarification, | had asked you earlier were you suggesting

t hat M ddl e Ri dge and Nora were now t he sanme because
geol ogically when we set up the field rules initially, there
was geol ogi c reason to have separate field rules.

RI CK TOOTHVAN: The...I can’t...I can’t completely

answer that.

BENNY WAMPLER: I’'m going at, why were these so

easily combined, again? That’s the only trouble I had with
i t.

RI CK TOOTHVAN: Yeah. Well, | guess...| nean, |

guess, it was easier to just add another field. The Nora
field originally didn’t extend over into this area, nor the
Cakwood. It was just an area that was...that was not
covered. Instead of nodifying the Nora field rules, they
set up an additional field, which was Mddle Ridge. But in
al | ...just about in all essence, the field rules were

est abl i shed exactly the same. I think I'm correct in saying

that. But we only had...there were no field rules...when




Cakwood and Nora were kind of set up, you know, at a simlar
time frane this area was not even---.

MARK SWARTZ: It was statew de spaci ng.

RI CK TOOTHVAN: Yeah. It wasn’t thought of at

t hat ti ne.

BENNY WAMPLER: | understand that. Any ot her

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

BENNY WAMPLER: M. Swartz, back to you.

MARK SWARTZ: I'm done.

BENNY WAMPLER: Is there a notion?

BILL HARRIS: M. Chairman, | nove for approval of

t he petition.

PEGGY BARBAR: TI’11 second.

BENNY WAMPLER.  Mbtion is second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

MARK SWARTZ: Thank you.




AUDI ENCE: M. Chairman, can we get a copy of that
paper there that they had?

BENNY WAMPLER:  Yes. It will be at the Gas and

O | office. You can copy all of the records that woul d be
there. Next is a petition from Equitable Production Conpany
for pooling coal bed nethane unit VC 536506. This is docket
nunber VGOB-06-1017-1735. We’re going to take a five minute
br eak.

(Break.)

BENNY WAMPLER: Okay. We’re back on the record.

I’d call the meeting to order. The item has been called.

There’s no others. You may proceed.

JI M KAl SER: M. Chairman and nenbers of the

Board, Jim Kai ser and Don Hall on behal f of Equitable
Production Company. We’d ask that Mr. Hall be sworn in at
this tine.

(Don Hall is duly sworn.)

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, if you would state your nane for




the record, who you’re employed by and in what capacity?
A My name is Don Hall. I’'m employed by
Equi t abl e Producti on Conpany as District Landnman.
Q Do your responsibilities include the |and
i nvolved in this unit and in the surrounding area?
A They do.
Q Are you familiar with Equitable’s
appl i cati on seeking to pool any unleased interest in the
unit for EPC well nunber VC 536506, which was dated
Sept enber the 15th, 20067?
A Yes.
Q Does Equitable own drilling rights in the
uni t invol ved here?
A We do.
Q And prior to the filing of the application
were efforts nmade to contact each of the respondents with an
interest in the unit and an attenpt nmade to work out a
vol untary | ease agreenent with each of then?

A Yes.

Q Wiat is the interest under lease to
Equitable within the gas estate in this unit?

A We have 42.49% | eased.

Q And what is the interest of Equitable under

| ease in the coal estate within the unit?




We have a 100% | eased.
Are all unleased interest parties set out

at Exhibit B-3?

A They are.
Q Are you famliar wth the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A Yes.

Q And t he percentage of the gas estate that
remai ns unl eased is 57.517

A That’s correct.

Q And, again, the coal estate is a 100%
| eased, correct?

A That’s correct.

Q Okay. Okay, we don’t have any unknown or
unl ocat eabl e parties or interest owers within this unit?

A No.

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

A Yes.

Q Are the addresses set out in Exhibit Bto
t he application, the |ast known addresses for the

respondent s?




A Yes.
Q Are you requesting this Board to force poo

al | unl eased interest as |listed at Exhibit B-3?

A Yes.
Q Now, are you famliar with the fair market
val ue of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

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

A We pay a five dollar bonus with a five year

term and one-ei ghth royalty.

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

A They do.

Q Now, as to the interest owners respondents
in Tract 2 of the gas estate, which is the unl eased portion
of the unit, do you recommend that they be allowed the
following statutory options with respect to their ownership
interest wiwthin the unit: 1) Participation; 2) a cash bonus
of five dollars per net mneral acre plus a one-eighth of

ei ght -ei ghths royalty; or 3) in lieu of a cash bonus and




one-ei ghth of eight-eights royalty share in the operation of
the well on a carried basis as a carried operator under the
follow ng conditions: Such carried operator shall be
entitled to the share of production fromthe tracts pool ed
accruing to his or her interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents
t hereof or agreenents relating thereto of such tracts, but
only after the proceeds applicable to their interest equal,
A) 300% of the share of such costs applicable to the
i nterest of the carried operator of a | eased tract or
portion thereof; or B) 200% of the share of such costs
applicable to the interest of a carried operator of an
unl eased tract or portion thereof?
A Yes.
Q Do you recommend that the order provide
that elections by any respondents be in witing and sent to
t he applicant at Equitable Production Conpany, 1710
Pennsyl vani a Avenue, P. O Box 2347, Charl eston, West
Vi rgi nia 25328, Attention---7?

(Jim Kai ser confers with Don Hall)

A Leslie Smth, just recently left the
company. I’'m not sure exactly who we’ll be sending that
i nformation to at this point.

Q s Melanie still there?




A Yeah.

Q Let’s go with Attention: Mel ani e Freeman,
Regul at ory.

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

A Yes.

Q Do you reconmmend that if no witten
el ection is properly nade by a respondent, then such
respondent shoul d be deenmed to have el ected the cash royalty
option in lieu of participation?

A Yes.

Q Shoul d t he unl eased respondents be given 30
days fromthe date that the Board order is received by them
to file their witten el ections?

A Yes.

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

A Yes.

Q Does the applicant expect any party
electing to participate to pay in advance that party’s share
of actual conpleted well costs?

A. W do.




Q Shoul d the applicant be allowed 120 days
foll ow ng the recordation date of the Board order and
t hereafter annually on that date until production is
achi eved, to pay or tender cash bonus or delay rental
becom ng due under the force pooling order?

A Yes.

Q Do you recommend that the pooling order
provide that if a respondent elects to participate but fails
to pay their proportionate share of well costs, then that
el ection to participate should be treated as having been
Wi t hdrawn and void and such respondent should be treated as
if noinitial election had been filed under the force
pooling order, in other words, deened to have | eased?

A Yes.

Q Do you recommend that the order provide
t hat where a respondent elects to participate but defaults
in regard to the paynent of well costs, any cash sumdue to
t hat respondent be paid within 60 days after the |ast date
on whi ch that respondent could have paid those well costs?

A Yes.

Q Okay. In this particular case, we don’t
have any...yeah, we do have conflicting don’t we.

We have a conflicting, yes.

So, the Board does need to establish an




escrow account as depicted at Exhibit E to the application
covering Tract 2, is that correct?

A That’s correct.

Q Ckay. And who shoul d be naned operator

under the force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of the proposed
wel | ?

A 3290 feet.

Q The estinated reserves for the unit?

A 300 mllion cubic feet.

Q Are you famliar with the well costs for
this well?

A Yes.

Q Has an AFE been revi ewed, signed and

subm tted to the Board as Exhibit Cto this application?

A Yes.

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

A It does.

Q Coul d you state both the dry hole costs and
conpleted well costs for this well?

A The dry hole costs is $64, 150 and the total
costs is $389, 837.




Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
f or supervision?

A Yes.

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

A Yes.

MR, KAISER Nothing further of this w tness at

this tinme, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

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

approved as subm tted.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

PEGGY BARBAR: TI’11 second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)




BENNY WAMPLER:  Al'l 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. Next is a

petition from Equitable Production Conpany for pooling of
coal bed net hane unit VG 502567. This is docket nunber VGOB-
06- 1017-1736. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIM KAl SERR M. Chairman, again, JimKaiser and

Don Hal |l for Equitable Production Conpany. In this

particular unit, we’re pooling the exact same folks. They
just...in this case, they owmn Tract 3 instead of Tract 2.
DON HALL

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Hall, again, you’re employed by
Equi tabl e in what capacity?

A As District Landman.

Q And do your responsibilities, again,
i nclude the land involved in this unit and in the

surroundi ng area?




A They do.

Q Are you famliar with the application that
we filed seeking to pool any unleased interest within the
unit for EPC well VG- 502567, which was dated Septenber 15,
20067

A Yes.

Q Now, does Equitable own drilling rights in
t he unit involved here?

A W do.

Q And prior to the filing of the application
again, were efforts nade to contact each of the respondents
and an attenpt nmade to work out a voluntary | ease agreenent?
A Yes.

Q What’s the percentage in the gas estate

that’s under lease to Equitable in this unit?

A We have 99. 23% | eased.

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

A 100%

Q And all unleased parties are set out in

Exhibit B-3 to the application?
A That’s correct.
Q So, the only interest that renmains unl eased

is that represented by Tract 3 in the gas estate, which is




0. 77%

A That’s correct.

Q Okay. Again, we don’t have any unknown or
unl ocat eabl e i nterest owners, right?

A Ri ght .

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

A They are.
Q Are you requesting this Board to force poo

al | unl eased interest |isted at Exhibit B-37?

A Yes.

Q Again, are you famliar with the fair
mar ket value of drilling rights in this unit?

A Yes.

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

A We pay a five dollar bonus on a five year

termw th a one-eighth royalty.

Q I n your professional opinion, do the terns
vou’ve testified to represent the fair market value of and
the fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A They do.




st at ut ory

listed in

Si tuati on

under the

subm tt ed

JI M KAl SER: Now, M. Chairman, as to the

el ection options afforded the unl eased parties as

Exhibit B-3, we would ask...and their tinme frames

in which to make those el ections and the ranifications of
those elections, we’d ask that the testimony taken
previously this norning in docket nunber 1735 be

i ncorporated for purposes of this hearing.

BENNY WAMPLER:  That w || be incorporated.

Q Mr. Hall, I guess we’ve got an escrow
for Tract 3.

A That’s correct.

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

A Equi t abl e Producti on Conpany.

Q The total depth for this well?

A 3375 feet.

Q The estinmated reserves?

A 330 mllion cubic feet.

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

A Yes.

Q In your opinion, does it represent a

reasonabl e estimate of the well costs?

A. It does.




Q Coul d you state both the dry hole costs and
conpl eted well costs for this well?

A The dry hole cost is $159,932 and the
conpl eted well cost is $393, 167.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

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

A Yes.

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

A Yes.

JIM KAl SER. Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: |s that proposed well inside or
out side the drilling w ndow?

JIMKAISER: TIt’s close, isn’t it?

BENNY WAMPLER:  Uh- huh.




JIMKAISER: I’'m going to say it’s inside.

DON HALL: TIt’s---.

JIM KAl SER: But if it’s not, when they file their

permit, they’ll ask for an exception.
DON HALL: It was---.

BILL HARRIS: Ch, it that right?

DON HALL: Well, it was permtted in June.
JI M KAl SER:  Ckay.

DON HALL: It has already been permtted, yeah.

BENNY WAMPLER: I couldn’t tell by the line. Any

ot her questions?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JIM KAl SER: We’d ask, again, Mr. Chairman, that

t he application be approved as submtted.

BENNY WAMPLER: Is there a notion?

PEGGY BARBAR: Modtion to approve.

MARY QUI LLEN: Second.

BENNY WAMPLER. Mbtion is second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al Board nenbers signify by saying yes.)




BENNY WAMPLER.  (pposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition from Equitable Production Conpany for pooling

coal bed net hane unit VG 536507, docket nunber VGOB-06-1017-
1737. We’d ask the parties that wish to address the Board
in this matter to cone forward at this tine.

JIMKAISERE M. Chairman, again, Don Hall and Jim

Kaiser. Again, we’re pooling the exact same parties. This
time they’re even in Tract 3 again. This particular well is
outside the interior window and a | ocati on exception has
been requested in the application for the permit that’s
pending, | think, at this tine.

DON HALL: Right. That’s correct.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, are you famliar with the
application that we filed seeking to pool the unleased
interest in the unit for VG 536507, dated Septenber 15,

20067




A Yes.

Q Does Equitable own drilling rights in the
uni t invol ved here?

A W do.

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

A Yes.
Q What’s the interest of Equitabl e under

| ease wthin the gas estate in this unit?

A We have 77.98% | eased.

Q And the interest under lease in the coa
estate?

A A 100%

Q And are all unleased parties set out in
Exhi bit B-3?

A They are.

Q So, the percentage of the unit that remains

unl eased is 22.02% of the gas estate, is that correct?

A That’s correct.
Q Okay. Again, we don’t have any unknown
owner s?
No.

And the addresses set out in Exhibit B, to




your knowl edge, are the |last known addresses for all of the
respondent s?

A Yes.

Q Are you requesting the Board to force poo
al | unl eased interest listed at Exhibit B-3 to the

appl i cation?

A That’s correct.

Q Are you famliar with the fair market val ue
of drilling rights in this unit?

A Yes.

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

A We pay a five dollar bonus on a five year

termwi th a one-eighth royalty.

Q Okay. And the terms that you’ve testified
to, in your opinion, represent the fair nmarket val ue of
drilling rights wiwthin this unit?

A Yes.

JIM KAl SERR  Again, M. Chairman, as to the

statutory el ection options afforded the unl eased parties in
Tract 3, we’d ask that the testimony taken in item or docket
nunber 1735 be incorporated for purposes of this hearing.

BENNY WAMPLER:  That will be incorporated.

Q M. Hall, again, here the Board does need




to establish an escrow account because we have a conflicting
claimin Tract 3, is that correct?

A That’s correct.

Q And who shoul d be nanmed operator under the
Board order?

A Equi t abl e Producti on Conpany.

The total depth of this well?

A It’s 3466 feet.

Q The estinated reserves?

A 330 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

subm tted to the Board as Exhibit C?

A Yes.

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

A It does.

Q Again, state both the dry hole costs and
conpl eted well costs for this well?

A The dry hole cost is $155,989 and the
conpl eted well cost is $376, 863.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does you AFE include a reasonabl e charge




f or supervision?

A Yes.

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

A Yes.

JIM KAISER:  Nothing further of this witness, M.

Chai r man.

BENNY WAMPLER:  Questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: |s there a notion?

MARY QUI LLEN. Motion to approve.

BILL 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. Next is a

petition from Equitable Production Conpany for pooling of




coal bed net hane unit VC-536508, docket nunber VGOB-06-1017-
1738. We’d ask the parties that wish to address the Board
in this matter to cone forward at this tine.

JIM KAl SERR M. Chairman, again, JimKaiser and

Don Hall for Equitable. Again, we have the sane five
parties that are unleased. This time they’re in Tract 4.
This will be the |last one that involves that famly or group
of fol ks.

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 Mr. Hall, are you familiar with Equitable’s
appl i cation seeking to pool any unleased interest in the

unit for EPC well nunber VC 536508, dated Septenber 15,

20067
Yes.
Does Equitable own drilling rights in this
unit?
A W do.
Q And prior to the filing of the

applications, were efforts nmade to contact each of the

respondents within the unit owning an interest and an




attenpt made to work out a voluntary | ease agreenent?
A Yes.
Q Now, what’s the interest under lease to

Equitable in the gas estate within this unit?

A We have 99. 18% | eased.

Q And the interest under lease in the coa
est at e?

A 100%

Q And all unl eased parties are set out in

Exhibit B-3 to the application?

A They are.

Q So, the only thing that remains unleased is
0. 82% of the gas estate?
A That’s correct.
Q And, again, we don’t have any unknown or
unl eased. .. unknown or unl ocat eabl e parties?
A That’s correct.
Q Ckay. And the address as set out in
Exhibit B to the application, to the best of your know edge,
are the | ast known addresses for the respondents?
A They are.
Q Are we requesting the Board to force poo
al | unl eased interest listed at Exhibit B-3?

A Yes.




Q Again, what’s the fair market value of
drilling rights in the unit here?

A We pay a five dollar bonus on a five year
termwith a one-eighth royalty.

Q In your opinion, do the terms you’ve
testified to represent the fair market value to be paid for
drilling rights within this unit?

A They do.

JIM KAISER.  Again, M. Chairman, as to the

statutory el ection options afforded the unl eased parties
represented in Tract 4, we ask that the testinony previously
t aken i n docket nunber 1735 be incorporated for purposes of
t hi s heari ng.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Hall, the Board does need to establish
an escrow account for any proceeds attributable to the
conflicting interest in Tract 4, correct?
A That’s correct.
Q And who shoul d be nanmed operator under the
force pooling order?
A Equi t abl e Producti on Conpany.

The total depth of this proposed well?

Q
A It’s 3261 feet.
Q The estinmated reserves?




A 330 mllion cubic feet.
Q Has an AFE been revi ewed, signed and
subm tted the Board as Exhibit C?

A Yes.

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

A It does.

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

A The dry hole costs is $171,771 and the
conpl eted well cost is $399, 928.
Q Do these costs anticipate a nultiple
conpl eti on?
A They do.
Q Does your AFE include a reasonabl e charge
f or supervision?
A Yes.
Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?
A Yes.
JIM KAI SER: Nothing further of this wtness at

this tinme, M. Chairnan.




BENNY WAMPLER:  Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: |s there a notion?

PEGGY BARBAR. Modtion to approve.

BILL HARRI'S:  Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l 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. Next is a

petition from Equitable Production Conpany for pooling of
coal bed net hane unit VC 536448. This is docket nunber VGOB-
06- 1017-1739. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIM KAl SER.  Again, M. Chairman, Jim Kaiser and

Don Hall on behal f of Equitable Production Conpany.
BENNY WAMPLER:  The record will show no ot hers.

You may proceed.

DON HALL




DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, before we get into your
testimony, can you explain for the Board why we’ve got a new
pl at ?

A The plat that was filed with the
appl i cation was not nunbered to correspond to the exhibit.
Thi s one has been corrected by addi ng the nunbers.

Q Okay. So, even though it’s busy, it will
be a little nore easy to foll ow?

A Right. Yes, the nunbers on there wl|
correspond to the exhibit and the application.

Q Ckay. And the drill site is outside the

wi ndow, but it is on Tract 1, correct?

A That’s correct, yes.
Q What’s the permit situation on this well?
A The permt application has been filed. It

has not been issued yet.

Q All right. W sought a | ocation exception
i n that process?

A That’s correct.

Q And you’re familiar with the application
that we filed seeking to pool any unleased interest in the

unit for this well, being VC 536448, which was dated




Sept enber 15, 20067?

A Yes.

Q Correct?

A Yes, that’s correct.

Q And, in fact, the only unl eased interest

represented in Tract 5 of the gas estate, the interest own
by Roger Breedi ng?

A That’s correct.

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

A W do.

Q And prior to filing the application, were
ef forts nmade to contact each of the respondents owning an
i nterest and an attenpt nmade to work out a voluntary | ease
agreenent with thenf

A Yes.

Q So, what is the interest of Equitable in
the gas estate in this unit under |ease?

A We have 79.67% under | ease.

Q And the interest under | ease to Equitable
Wi thin the coal estate?

A 100%

Q Ckay. And is the one unleased party set

out at Exhibit 3...B-3 to the application?

i's

ed




Yes.

Q And so that neans the interest represented
in Tract 5 in the gas estate that remains unleased is
20. 339
A That’s correct.
Q Okay. Again, we don’t have any unknown or
unl ocat eabl e parties in this unit, do we?

A No.

Q Okay. And the addresses set out at Exhibit
B to the application, to the best of your know edge, are the
| ast known addresses for the respondents?
A Yes.
Q Are you requesting this Board to force poo

t he unl eased interest |isted at Exhibit B-37?

A Yes.
Q Again, are you famliar with the fair...are
you famliar with the fair market value of drilling rights

in this unit?

A Yes.

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

A We pay a five dollar bonus on a five year

termw th a one-eighth royalty.

Q In your opinion, do the terms you’ve




testified to represent the fair market value of drilling
rights for this unit?
A They do.

JIMKAISER M. Chairman, again, as to the

statutory election options that will be afforded M.
Breeding, we’d ask that the testimony previously taken in
docket nunber 1735 be incorporated for purposes of this
heari ng.

BENNY WAMPLER: That wi || be incorporated.

Q Ckay. In this particular case, we have a
conflicting claim, I guess, just to Tract 5, don’t we?

A That’s correct.

Q So, the Board needs to establish an escrow
account for any proceeds attributable to Tract 5?
A That’s correct.
Q Ckay. And who shoul d be naned operator
under any force pooling order?
A Equi t abl e Producti on Conpany.

And the total depth of this proposed well?

A 2583 feet.

Q The estinmated reserves for this unit?
A 250 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?




Yes.

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

A It does.

Q And could you state for the Board both the
dry hole costs and conpleted well costs for this well?
A The dry hole costs is $99, 118 and the
conpl eted well costs is $279, 848.
Q And do these costs anticipate a nmultiple
conpl eti on?
A They do.
Q Does your AFE include a reasonabl e charge
f or supervision?
A Yes.
Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?
A Yes.

JIM KAl SER. Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

Bl LL HARRI S: M . Chai r man.




BENNY WVAMPLER M. Harris.

BILL HARRIS: | have a question about the plat,

t he one that you handed out.
DON HALL:  Unh- huh.

BILL HARRI S: And, I guess, the Tract 3, I don’t

see a property line there and maybe I'm missing something.
DON HALL: At the end of where it says coal

lessee, you see a line extending out. It’s an arrow point--

BILL HARRI S: Oh, okay. So, that’s---.

DON HALL: Pointing to that little---.
BILL HARRIS: Ch, that---.

DON HALL: ---mnute V there.
BILL HARRIS: The tip of the arrow

DON HALL: That’s .01 acres.

BILL HARRI'S: Um okay.

DON HALL: Just barely...just barely connected to
t he unit.

BILL HARRI'S: Yeah. Right under that IP, the iron

pi n---.
DON HALL: R ght, vyes.
BILL HARRI'S: ---designation. Ckay, thank you.

BENNY WAMPLER. Ot her questions?

(No audi bl e response.)




BENNY WAMPLER: Do you have anything further?

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

appl i cation be approved with the subm ssion of the nunbered
plat...or the inclusion of the nunbered plat.

BENNY WAMPLER: That’s Exhibit A. Is there a

not i on?
PEGGY BARBAR  Motion to approve.
BILL HARRI'S:  Second.
BENNY WAMPLER:  Second. Any further discussion?
(No audi bl e response.)
BENNY WAMPLER.  All in favor, signify by saying
yes.

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition from Equitable Production Conpany for creation and
pool i ng of conventional gas unit V-536797, docket nunber
VGOB- 06- 1017-1740. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
time.

JIMKAISER M. Chairman, again, it will be Don

Hal | and Jim Kai ser on behal f of Equitable Production

Conpany. W have a revised set of exhibits, BB-3 and E.




(Don Hall passes out revised exhibits.)

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR. KAl SER

Q Ckay. M. Hall, before we get into your

st andard testinony, explain the revised set of Exhibits for
t he Board.

A Just a couple mnor changes. |In Tract 5,
on the first page, Cinton Freenman, the original...the
original exhibit listed his wife, Lula, who has since
deceased. We were notified that she is deceased. So, we
corrected the exhibits just to reflect him On page two of
Exhibit E, the original exhibit, the total percentage at the
bottom of the page...well, actually, it didn’t change. It’s
.88% So, the only change, in effect, is the om ssion of

t he one deceased party.

BENNY WAMPLER:  Just a question on that as to

whet her or not you had adequate proof that there was a right
of survivorship. Didthey provide anything to you or just
tell you that she was deceased?

DON HALL: Well, they both...they both were




| eased. They are under | ease. The |ease takes care of that
Ssi tuation.

BENNY WAMPLER:  Al'l right. Thank you.

SHARON PI GEON:  And your testinony is that your

| ease provided for that?

DON HALL: They...they both signed the |ease.
They will provide...if there’s anything different from the
survivorship or if they left Will, it’s their obligation to
notify us through the | ease terns.

JIMKAISER.  And any heirs or intestate---.

DON HALL: Right.
JIM KAl SER.  ---people would take by intestate

successi on woul d be subject to the | ease.
DON HALL: Right.
Q Do you want to go ahead, before we get into
t he testinony, and explain why were have Tracts 5,
6...Tracts 5 and 6 set out |like they are?
A We have an overl apping situation with the
Tract descriptions. W set those out...those overl ap areas
out as separate tracts because of the potential conflicting
claimto those two tracts.
Q And we have those shaded in the plat---?
A That’s correct, yes.

Q ---to represent that?




Uh- huh.

So, they represent potential title
conflicts?

A That...that’s correct, yes.

Q Okay. All right. So, you’re familiar

Wi t h, obviously, with the application we filed seeking to
bot h establish a unit and pool any unleased interest for EPC
wel | V-536797, dated Septenber 15, 20067

A Yes.

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

A W do.

Q And prior to filing the application, were
ef forts nmade to contact each of the respondents within the
unit and an attenpt made to work out a voluntary | ease

agr eenent ?

A Yes.

Q And what is the interest under lease to
Equitable in this unit?

A Dependi ng on the determnation as to the
over | apped areas, we either have 98. 14066667% | eased or we
have 97.96047619%

Q Can you say that again?
A No.




SHARON PI GEON:  Yes. Can you say that again?

A Do you need it really?
Q No, I'm serious.
A Oh, okay. We have 98.14066667% | eased or

we have 97. 96047619% leased and that’s reflected in the
exhi bit at the bottom of the page.

Q It should be reflected in both B and B-3,
right?

A Yes, and page four of Exhibit B that those
per cent ages are reflected.

Q All right. And are all the unl eased
parties set out in Exhibit B-3?

A Yes.

Q Ckay. And what is the percentage of the
unit that remains unleased to Equitabl e?

A Dependi ng on the determ nation of the two
over | appi ng areas, we either have 1.8593333% | eased or...or
unl eased or 2.03952381% unl eased. Again, that’s also
refl ected at the bottom of page four in Exhibit B.

Q Okay. And we don’t have any unknown or
unl ocateables in this unit, correct?

A That is correct, yes.

Q Wiy do we have an E then?

A. Because of the---.




Q Because of the conflicting title?

A ---overlapping tracts.

Q Are the addresses set out in Exhibit Bto

t he application, to your know edge, the |ast known addresses
for the respondents?

A They are.

Q Are you requesting this Board to force poo

al | unl eased interest as |listed at Revised Exhibit B-37?

A Yes.

Q Again, are you famliar with the fair
mar ket value of drilling rights in this unit?

A Yes.

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

A We pay a five dollar bonus on a five year

term and one-ei ghth royalty.

Q In your opinion, do the terms you’ve
testified to represent the fair market value of...to be paid
for drilling rights within this unit?

A They do.

JIMKAISERR M. Chairman, again, as to the

statutory election options afforded the unl eased parties as
set out in Exhibit B-3, we ask that that testinony

previously taken in docket nunber 1735 be incorporated for




pur poses of this hearing.

BENNY WAMPLER:  That will be incorporated.

Q kay. In this particular case, M. Hall,
t he Board does need to establish an escrow account because
of the conflicting title situation to cover any proceeds

attributable to either Tract 5 or 6, right?

A That’s correct.

Q 5 and 6, correct?

A That’s correct.

Q And who shoul d be naned operator under the

force pooling order?

A Equi t abl e Producti on Conpany.

Q And what’s the total depth of this proposed
wel | 2

A 5396 feet.

Q The estinmated reserves for the unit?

A 300 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A Yes.

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

A It does.

Q Coul d you state both the dry hole costs and




conpl eted well costs for this well?

A The dry hole costs is $228,585 and the
conpl eted well costs is $441, 680.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
f or supervision?

A Yes.

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

A Yes.

JIM KAl SER:  Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER: Mark this as Exhibit One. Any

questions from nenbers of the Board?

BILL HARRIS: M. Chairman, | just have one for

personal information.

BENNY WVAMPLER® M. Harris.

BILL HARRI' S: About the addresses, | guess, your

mlitary address is...your Exhibit B that you handed out,

the | ast one, the Salyers. The APQO is that---7?




DON HALL: 1It’s a military address.

BILL HARRIS: Is the...is that the way those are

normal ly witten?
DON HALL: Yes.

BILL HARRIS: Ckay. Thank you. That was all.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI M KAl SER: We’d ask that the application be

approved with the addition of Exhibit One.
BENNY WAMPLER. |s 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 nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition from Equitable Production Conpany for creation and
pool i ng of conventional gas unit V-535962. This is docket

nunber VGOB-06-1017-1741. We’d ask the parties that wish to




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

JIM KAl SERR M. Chairman, again, JimKaiser and

Don Hall for Equitable Production Conpany.
BENNY WAMPLER:  Don, could you slide sone your

paperwork over? At this point, we’ll just ask you to
i dentify yoursel ves.

M CHAEL BURTON: My name is Michael Burton. I'm a

| andowner .

ROBI N HOLMES- BURTON: And I'm his wife, Robin

Hol nes- Burton. We’re from St. Paul.

BENNY WAMPLER: Okay, thank you. We’ll have them

go forward and then we’ll give you an opportunity to ask

questions. You nmay proceed.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, your |and...do your
responsibilities include the land involved here and in the
surroundi ng area?

A. It does.




Q Are you familiar with Equitable’s
appl i cation seeking to establish a unit and pool any

unl eased interest within that unit for EPC wel|l nunber V-

535962- - - ?

A Yes.

Q ---whi ch was dated Septenber 15, 20067

A Yes.

Q Does Equitable own drilling rights in the
unit here?

A W do.

Q And prior to the filing of the application

was an effort nade to contact each of the interest owners
Wi thin this unit and an attenpt nade to work out a voluntary
| ease agreenent ?

A Yes.

Q And the interest of Equitable under |ease
in the gas estate?

A We have 99. 72% of the gas | eased.

Q s the one unl eased party set out in
Exhibit B-3 to the application?

A Yes.

Q And so the percentage of the unit that
remai ns unl eased to Equitable is 0.28% is that correct?

A. That’s correct.




Q Okay. And we don’t have any unknown or
unl ocateables within this unit?

A No.

Q Ckay. Are the addresses set out in Exhibit
B to the application, to your know edge, are the | ast known
addr esses for the respondents?
A Yes.
Q Are you requesting the Board to force poo

al | unl eased interest as listed at B-3 in the application?

A Yes.

Q And are you famliar with the fair market
value of drilling rights in this unit?

A Yes.

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

A We pay a five dollar bonus on a five year

term and one-ei ghth royalty.
Q I n your opinion, do the terms you’ve
testified to represent the fair market value of for drilling
rights within this unit?

A Yes.

JIM KAl SER: Mr. Chairman, again, we’d ask that

the statutory election options afforded any unl eased parties

inthis unit, the testinony regardi ng how to nmake them and




when to make them and the ram ficati ons of such, be

i ncorporated as testinony taken in item 1735 previously

t oday.

BENNY WAMPLER:  That will be incorporated.

Q Okay. Mr. Hall, we don’t need an escrow
account for this well, do we?

A No.

Q And who shoul d be named operat or under any

force pooling order?
A Equi t abl e Producti on Conpany.

And the total depth of this well?

A 6353 feet.

Q The estinmated reserves for the unit?
A 200 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

subm tted to the Board as Exhibit C?
A It has.
Q In your opinion, does it represent a
reasonabl e estimate of the well costs?
Yes.
Q Coul d you state for the Board both the dry
hol e costs and the conpleted well costs for this well?
A The dry hole costs is $250,007 and the

conpl eted well costs is $495, 683.




Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q And, in your professional...does the AFE
i ncl ude a reasonabl e charge for supervision?

A Yes.

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

A Yes.

JIM KAI' SER. Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER: Questions of this witness from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: M. and Ms. Burton?

ROBI N HOLMES- BURTON: M. Chai rman and nenbers of

t he Board, we would like to request that this permt be
denied. Efforts were nade to negotiate a contract, however,
the first contract that we were approached wth

i ncluded...on Exhibit B-3 it says, the interest unleased is
.280% and the gross acreage in the unit is three-tenths,

basically, of an acre. The first contract that was




presented to us, the acreage is listed as 17.97 acres, which
is the rest of our land. Apparently, where the well site is
proposed, there is a corner section of our |and that drops
Wi thin that radius. The other acreage is actually adjoining
that. So in the contract, they did list a 17.97 acres. W
di d request that that be changed and anended to just include
t hat one part. The second contract was brought up. It

still has the 17.97 acres. They did make an anendnent. But
we had our attorney | ook at both contracts and the anendnent

t hat was nmade, our attorney advised us that it was stil

rather a grey area. It was confusing the way that it was
written. I mean, we basically...we didn’t ask, you
know. .. we feel |like as property owners we do have certain

ri ghts whether it be a 100 feet of |land, three-tenths of an
acre or eighteen acres. 1In the contract too, it wasn’t just
the |and that was in issue. They also have worded in here
that they will have a right-of-way, a right to transport,
the right to erect buildings and that is where our concern
lies. If it was just the three-tenths of an acre and that
was the only thing that was in question and we told the | and
agent that the first tine, three-tenths of an acre to us,
you know, we could see that, but when they incorporated the
rest of our land and then put all these other things in here

Wi th the right to transport and the right to erect




buildings, you know, we’re just...we’re concerned and we
want to be able to protect our rights. | have both
contracts, the new and the revised, if you would like to
| ook at those.

BENNY WAMPLER: We...we don’t really get into the

contractual aspect of it.

ROBI N HOLMES- BURTON:  Ckay.

BENNY WAMPLER: | can tell you that this

application is a | egal docunent and once approved by the
Board, it wll becone, you know, filed with the Courthouse
and be a | egal docunent. \Wat the Board is being asked to
approve is point...0.28% | was |ooking for acreage. It
shows 0.31 acres and that’s all that’s being...that’s being
br ought before this Board regardl ess of what that contract
may say. I’11 ask Mr. Hall, do you have any plans to put
any infrastructure on this portion of the |and?

DON HALL: No.

BENNY WAMPLER:  No.

DON HALL: Maybe to clarify sone of her questions.
Typi cal ly, when we nake an effort to | ease the parties, we
want to | ease...we want to |l ease all of their acreage
because we may want to drill a well adjacent to this later.
That’s the reason your lease calls for all of your acreage,

17 acres. We would typically | ease the whole tract and then




as portions of that tract falls within the units, then you
woul d get royalties fromthose particul ar pieces that fal
Wi t hin those units.

ROBI N HOLMES- BURTON: Well, that’s why we didn’t

want to sign it. W don’t...you know, we just feel that
we’ re not interested in that. That’s basically why we
didn’t sign the contract.

DON HALL: Well, basically, what you have here is
the only thing that’s going to be involved is this .31
acres. We won’t be on that .31 acres.

ROBI N HOLMES-BURTON: This all new to us. | mean,

we’re green, I guess, when it comes to this. But one
question that | have, just the three-tenths of an acre and
I'm not...I’'ve been listening as the testimony has been
goi ng on in these other...you know, in other proceeding, if
when they drill a well, | nean, how can they tell which
direction or where this is coming from He said, you know,
the three-tenths of an acre. WII that...wll that pul
from the other acreage that’s adjoining that or will it be
[imted just to that three-tenths?

DON HALL: Statew de spacing is based on a 1250
foot radius unit. We will pay royalty on that particular
wel |l on all property within that 1250 foot radius. |n your

i nstance, the .31 acres. It probably...probably really




don’t even produce from that big of an area. But I really

can’t address that. I’m not an engineer or geologist.

BENNY WAMPLER: | will tell you that---.

SHARON PI GEON:  Does she have a copy of this? You

m ght give her a copy.

BENNY WAMPLER: | believe she has---.

ROBI N HOLMES- BURTON: | do.

BENNY WAMPLER: Yeah, she has it. The state | aw

presunes that that wll be the drainage area and no further.
So, that’s...you know, that’s what we go on. When you heard
us earlier talking about field rules, that’s where the Board
had heard testinony and actually did |ike a checkerboard so
t hat everyone. .. because of the nunber of wells being so that
everyone that was a party in here that had ownership in gas
or surface or anything would be...fall within one of those
checkerboards. Under statew de spacing, you can have areas
where you are left out of the circle, okay. For exanple, if
vou had...I’1ll try to do it in a size. If you had circles
drilled like that and a well is drilled in here, then you
woul d have all of this area where people wouldn’t get paid.
But this is out in an area where there’s not field rules.

It does cone under statew de spaci ng and statew de spacing
is covered under state law and there’s a presumption that

t hat 1250 foot circle or radius is the drainage area of that




wel | and no...and no nore.

ROBI N HOLMES- BURTON: Ckay. Anot her question that

| had too, will they...as far as their right-of-
way. . . because we do actually have...we have |like a rental
property on this little corner that comes in. 1It’s off a
main road. So, that’s another question. Will their right-
of -way cross over on that three-tenths if they need to get
access to the well?

DON HALL: No.

JIMKAISER The only thing that | mght add is,

and correct me if I'm wrong, Mr. Chairman, the force pooling
order, should the Board approve it, does not grant any
surface rights.

BENNY WAMPLER: That’s right. You would have a

ri ght under the application.

M CHAEL BURTON: In this contract it gives them--

JIMKAISER. Well, that’s different, that’s a

contract and not a pooling order.
DON HALL: That’s a voluntary contract.

BENNY WAMPLER: And the Board doesn’t get involved

i n those contractual discussions.

ROBI N HOLMES- BURTON: Right. | wanted the Board

to realize that...|l nmean, it wasn’t just that we didn’t sign




it because, you know, we were holding out for noney or, you
know, anything like that.

BENNY WAVPLER  Ri ght .

ROBI N HOLMES- BURTON: It’s just where...it’s very

conf usi ng because when we | ooked at it and we say, well, you
know, what they’re presenting before the Board is just

t hr ee- tenths of an acre, but what they’re presenting to us

i s our entire acreage.

BENNY WAMPLER: Well, and | think...l think what

he said is what conpanies typically do. They try to | ease

t he entire area that people have so that...you know, I don’t
know whet her they have plans to drill another well

on. .. anywhere on your surface or not.

DON HALL: I don’t know either right off the top
of ny head.

BENNY WAMPLER:  You know, you nay be back if that

occurs...if that were to occur

Bl LL HARRI S: M. Chairman, can |---7?

BENNY WVAMPLER® M. Harris.

BILL HARRI S: Hopefully, this doesn’t add

confusion to the mx. But you asked a very...| guess, a
valid questions and it’s one that we have always tried to
address and that’s where the gas comes from and where, you

know...all we know is that there’s gas under that property




and that the gas does mgrate. So, it does nove from pl ace
to place. The reason for the statewi de spacing is to have a
reasonabl e wi ndow that the gas is being drawn fromthat

area. So, whether or not gas is actually under your .31
acres 1is one question that I don’t know that anybody can
answer, but because it’s within that...within that statewide
spacing circle, then they pay you royalties based on how
much surface you own that covers that. Now, you know,

whet her or not...you know, you may have lots of gas in the
17 acres, whether or not that m grates over, the assunption
is that it doesn’t, but at the same time the reality is, you
know- - - .

ROBI N HOLMES- BURTON:  You don’t know.

BILL HARRIS: ---gas doesn’t...there’s no...you

know, when they draw that circle there’s nothing that comes
down fromthe surface that bl ocks off gas from other places.

ROBI N HOLMES- BURTON:  Ri ght, ri ght.

BILL HARRIS: The hope is that if that is very

productive that they would nove to west of that and naybe

i nclude...if you were interested in royalties fromthe
17...the rest of 17. But, again, that’s no guarantee.
ROBI N HOLMES- BURTON:  When they. ..l had anot her

question. Wen they actually did this survey, the

prelimnary plat, where it is just such a mnute section, ny




first question and obvious question is why wouldn’t you just
go ahead and nove---?

BILL HARRI'S: Yeah, bunp everything over enough---

ROBI N HOLMES- BURTON: ---a little bit...a little

bit nore north or resurvey it.

DON HALL: Well, there’s various reasons. One can
be topographic. | nean, if we noved it alittle further to
t he northeast we m ght be on a steep hillside rather than on
A ridge line. We...in drilling this well, and I'm not...I
can’t address this for sure, but we’re drilling it on ACIN'’s
coal. Lots of times they’ll tell us specifically where they
want a wel |l because of their coal mning underneath. That
may have been a reason.

ROBI N HOLMES- BURTON: Isn’t there a highwall too

t hat was included in part of it?
DON HALL: A what?
ROBI N HOLMES- BURTON: A highwall. It showed a

hi ghwal | on the nmap.
DON HALL: It may be. I don’t have copy of the
appl i cation.

BILL HARRIS: Oh, is that the DMLR permt?

ROBI N HOLMES-BURTON:  No, it was actually on

a...it was actually, | think, maybe on one of topographic




maps. It showed |ike where the highwall was.
DON HALL: This may be on an old bench. I’'m not
sure exactly where the well is.

MARY QUI LLEN. M. Chairnman, | have a question.

BENNY WAMPLER.  Ms. Quil |l en.

MARY QUI LLEN. Do you all own the mneral rights?

Are you | easing those mneral rights?

JI M KAI SER:  Yeah.

MARY QUI LLEN: Do you own those mneral rights?

Who owns the mneral rights on that?

JI M KAl SER.  They do.

DON HALL: They do. That’s the reason we’re here.

MARY QUI LLEN: I mean, the coal, I’'m sorry. The

coal .
JI M KAl SER: No, they don’t own the coal.
DON HALL: They don’t own the coal.
MARY QUI LLEN: The coal rights. Only the CBM--.
JIM KAl SERR  The oil and gas...they own the oil
and gas.

MARY QUI LLEN. Ckay. So, this placenent was in

conj unction with the conpany that is actually mning the
coal, is that correct?

JI M KAI SER:  Probably.

(M chael Burton has a conversation with Don Hall




on the side.)

BENNY WAMPLER: He wasn’t sure. He was just

gi ving her reasons that they probably picked the | ocation.

ROBI N HOLMES-BURTON: We did find that on here.

think this cane...this was actually, | guess, fromthem or
from you.

JI M KAl SER: That’s the permit application.

DON HALL: That’s the permit application.

ROBI N HOLMES- BURTON:  On the permt application

and it actually shows that, you know --.

DON HALL: That’s the layout of the location
itself. That’s not a...that’s the way the location will be
laid out when it’s built.

ROBI N HOLMES- BURTON:  Uh-huh, right. But this

area up in here---.

BENNY WAMPLER:  The | ocation where they drill the

wel | .
DON HALL: Yeah.
ROBI N HOLMES- BURTON:  This area up in here though,

this is where the well is going to be right here, the
circl e?

DON HALL: This is the pad where the...it’s about
a 100" X 200' rectangle. That’s where the well and all of

the equipment will be when they’re drilling the well. These




two areas are where the sunp pits will be for the fluid that
comes out of the well. This appears to be along a---.

M CHAEL BURTON: Hi ghwal | .

DON HALL: ---highwall bench. This is what
they’re talking about. This indicates highwall here and
this location is on a strip bench.

ROBI N HOLMES- BURTON: Right. That’s...that’s on

this side---.
DON HALL:  Unh- huh.
ROBI N HOLMES-BURTON:  ---and it appears to be

open.

DON HALL: Well, I don’t know exactly how it lays
back in there. But it probably does go further back through
there. It looks like it may turn back that way. But
that’s...again, like I said, that may be...the well itself
is on ACIN’s surface, coal, o0il and gas and that may be

where they said to put this well. I’m not sure about that.

M CHAEL BURTON: 1It’s obvious if you |ook at this,

I mean, they’ve got plenty of room to go 40 more feet and
we’ re exempt. I mean, it’s not like they’re up against it
or over a highwall.

DON HALL: Well, again, that may...we may have
been restricted to put it in that specific spot because

sonetimes we have to drill through a coal block or sonething




that if they’re mining underneath to not affect the mining.
So, that may be the reason. Again, I can’t say that for
sure, but they may be the reason that’s where it is. I
reall y don’t know why they chose it where it is. Probably
at the time they chose it, they didn’t know your tract fell
Wi thin...that was determ ned after the fact and then it got
approved by the coal conpany.

JIM KAISER: I mean, it’s a reasonable assumption

that if we could have excluded your tract we would have
because then we wouldn’t have to come here. We would have
had a 100% vol untary unit.

DON HALL: Yeah.

JIMKAISER So ny guess is that the coal conpany

said we had to put the well there.
DON HALL: We don’t want to be here.

ROBI N HOLMES- BURTON: But you’re assuming and you

don’t know. He said that the didn’t know that our tract
fell into it when they first nade a prelimnary...you know,
where they were going to place it, he didn’t even know our
tract fell init until after

JIM KAl SER: Again you’re missing the point.

That’s probably exactly where the coal company told us we
had to | ocate the well. Then when they told us it had to go

t here, we did the survey and di scovered your tract was in




there and then we tried to | ease you. |If we could have...if
t hey could have located it or told us that they would
approve a | ocation sonewhere differently, as you were saying
10 feet to the north or northeast, | guess, or whatever, so
that we didn’t have to include your tract, that woul d have
been actually been better for us because we wouldn’t have
had to come and do this. They wouldn’t have had to spend
the tinme and the noney to do this.

ROBI N HOLMES- BURTON: Well, we’ve...we’ve spent

ti me today too.

JIM KAl SER: So, we didn’t purposely put it there

so we could get three-tenths of---.

ROBI N HOLMES- BURTON: R ght.

JIM KAISER  ---your property.

ROBI N HOLMES- BURTON: Right. But | want you to

understand, this is important to us too. We’re not a
conmpany, but, you know, we’ve both took a day off work today
because, you know, we feel |ike we do have rights.

JIM KAISER: Oh, I'm not saying that you don’t.

Agai n, you know, if we could have avoided this, we probably
would have also. There’s no reason why we wouldn’t have.

DON HALL: And you understand that you’ll receive
a royalty fromthis well, right?

ROBI N HOLMES- BURTON: We'’re not really concerned




about, you know, the royalty. I think that’s just a mute
poi nt .

JI'M KAl SER: And there won’t be...we won’t be on

your property. There will be no physical activity.

ROBI N HOLMES- BURTON: W if we had signed the

contract you woul d have.

JIM KAl SER: But you didn’t sign the contract.

ROBI N HOLMES- BURTON: But we didn’t. No, we

didn’ t.

JIM KAI SER  You don’t have to sign the contract.

ROBI N HOLMES- BURTON: We’re not.

DON HALL: Well, actually, if you had signed the
contract, we still probably wouldn’t have been on your
property because it would have still been that...on that
particul ar spot.

ROBI N HOLMES- BURTON:  Right. But for future---.

M CHAEL BURTON. | understand that. |If you did,

you coul d.
DON HALL: In the future we coul d have.

JI M KAl SER: Yeah, in the future.

M CHAEL BURTON:  Yeah.

BENNY WAMPLER. One thing under state |aw, which

our |l awyer is here from the attorney general’s office, but

under state law you can’t stop the well from going in.




There’s a presumption of the drainage. You come under that.
This Board’s obligation is to ensure that...you know, that
vou’ re identified, that you’re paid...identified to paid
when you’re pooled. You do have a right under the surface
segnent of it when you go for a permit at the D vision of
Gas and G |l. You have specific categories where you can
object to a well location or sonme infrastructure, a
bui | di ng, a pipeline or what have you, going over your
property. But that even is very restricted as to what you
can object to. It’s very specific as a surface owner. So,
vou know, we’re dealing with a law that promotes the

devel opnent of the gas. You know, the identification here
is the key thing. You have been identified. You know,
vou’ re doing the right there in trying to work with them and
negotiate with them about where they locate it. |If the coa
conpany has identified a specific |ocation, then they’re
telling you exactly right, that’s where they have to drill
it.

ROBI N HOLMES- BURTON: If they have, but they’re

not for sure if that’s...if that’s the case. They don’t
have any proof that the coal conpany told themthey had to
put that right there.

DON HALL: Well, | do know the coal conpany

approved that location where it is. I don’t know that they




sai d- - -.

BENNY WAMPLER:  But whether or not they did, the

Board can’t designate where the well goes, okay?

ROBI N HOLMES- BURTON:  Ri ght .

BENNY WAMPLER: I mean, I’'m just trying to tell

vou that there’s responsibilities that we have here. That'’s
not one of themfromthat standpoint unless we were hearing
an obj ection under the permt application that the D rector

i ssued.

SHARON PIGEON: O if they were here to seek a

| ocati on exception.

BENNY WAMPLER:  Excepti on.

SHARON PI GEON:  But this location is | egal under

t he conventional spacing requirenents. So, those things
have all been addressed in this application.

BENNY WAMPLER  And it is...it is confusing, you

know, there’s no question about it. There’s a lot...a lot
to this. But, you know, they’ve said on record...we did get
a commitment on record that they’re not going to interfere
with your property from this well and you’ll be paid for

t hat portion of the well of the gas that cones out of the
wel | .

M CHAEL BURTON: Even though we don’t sign their

contract, you’ll still be paid for it?




BENNY WAMPLER:  Yes, yes.

SHARON PI GEON:  You wil|l be paid on the anount of

your acreage that’s in this unit, this .31 acres. Just a
mat hematical - --.

M CHAEL BURTON: What if they’re pulling gas from

your 18 acres.

SHARON PI GEON: Well, that’s how they arrived at

this configuration |long ago to establish statutory spacing.
They said this is the best unit to protect everyone. Prior
to that, it was a rule of capture and they just could stick
a wel |l anywhere and suck out fromthe surroundi ng area

without any restriction. So, that’s what they’re trying to
afford here. They’re saying a well will draw roughly from
this amount of area. But, of course, there’s no guarantee.

JIM KAl SER:  Yeah. Statew de spacing was actual ly

set up to protect the correlative rights of the different
owner s.

BENNY WAMPLER:  And it, obviously, had to presune

t hat when you go out 1250 feet that you’re not going to
drain gas beyond that. It’s not just a presumption, but
that’s the law.

SHARON PI GEON: But there were geologic factors

t hat they eval uated when they drafted this---.

JI M KAl SER:  Yeah, there was geol ogi ¢c and




scientific evidence presented when they establish that
space.

SHARON Pl GEON:  So based on that---.

JIM KAl SER: They just didn’t pick it out of thin

SHARON PI GEON:  ---they drafted the | egislation.

And, in fact, the Virginia’s Act was the model for the
Federal Act. So, it is not sonething that soneone just

t hought up one night and threw out there. A lot of work
went intoit. It has been the nodel for the Federal Act and
| think perhaps at Kentucky recently has---.

BENNY WAMPLER: Sever al other states.

SHARON Pl GEON: ---nodel ed their Act after ours.

So, while it isn’t a 100% in your estimation, it’s fairer

t han what was there before certainly when it was just the
rule of capture and you go out and draw out gas wherever you
coul d.

MARY QUI LLEN: M. Chairnman---.

BENNY WVAMPLER:  Ms. Quillen

MARY QUI LLEN. ---1...1 guess | just have an

observation that as long as they do not sign the contract,
t hen no other well would be drilled on their property, is
t hat correct?

JIM KAI SER.  Unl ess we cone back and force pool




t hem agai n

BENNY WAMPLER: They woul d have to cone back

before the Board again. That’s why I said we may see them
again if they choose. That’s why I said they may come back.

SHARON PI GEON:  They coul d have another circle of

uni t---.

Bl LL HARRI S: But that would be for another unit

to the west of them--.

JIM KAl SER°  Right.

SHARON PI GEON:  Ri ght.

BILL HARRIS: ---if they decided to drill other

units, then they may cone back for---.

JIM KAI SER.  And chances are it still would

actually be on their property if you | ook at where they are
on that unit. But their tract could be within that other
uni t .

DON HALL: Well, if we didn’t have a lease from
them, it wouldn’t be on their property. We couldn’t put it
on their property.

JIM KAI SER  That’s right because you don’t have

any surface rights.

M CHAEL BURTON. | guess ny biggest concern is...

mean, if we hit in their circle, you’re going to say drill

it and suck the gas out. | nean, why would they want to




come on you then after they’ve sucked the gas out from under
you? | nean, they need you no nore.

BENNY WAMPLER: Well, here again, you’re disputing

the state law. I can’t...you know, we can’t argue that.
It’s just the state law. You’d have to get it change. That
circle is what the state | aw presunes---.

DON HALL: We typically drill our wells---.

BENNY WAMPLER: I understand why you would. I’'m

Just simply saying we can’t...we can’t argue that because
that’s what we have to abide by when we’re dealing...up here
maki ng deci si ons.

ROBI N HOLMES- BURTON:  You said...you nentioned

that they may...it nmay cone back if they were to pool. To
clarify this, like if they get a | ease froma property owner
t hat adj oi ns our property and they were going to try to pul
t he gas our property, is that what means, then we’d be back
here again?

BENNY WAMPLER: Yes. Yeah, let’s say...I don’t

know exactly how your property lines. Let’s say there’s a
property owner over here that | eases to themand they drill
a well here and you’re within that radius, all your... al

t he rest of your 17 or whatever acres are, then yes they
would have to come back before the Board to pool...there’s a

pooling provision in the statute to pool your gas.




ROBI N HOLMES- BURTON:  WI Il we have any rights at

t hat point?

BENNY WAMPLER: It will be the sane as---.

JIM KAl SERR W woul d be doing the exact sane

thing as we’re doing today.

BENNY WAMPLER. ---today. As far as stopping the

well, no, it would...but you can’t...you know, you can’t
cone here and stop the well frombeing drilled. 1It’s
just...the state law is not set up that way. It actually
pronotes the drilling and the draining of the gas.

SHARON Pl GEON: The state wants the resources

devel oped, the gas, the coal---.

BILL HARRI'S: And, unfortunately, this is one of

t hese em nent domain type of things also. Virginia sort of
deci des that they want to pronbte the gas. So our purpose
is to make sure that it’s done fairly and equitably, you
know. We can’t...I guess we sympathize with you in terms
of , you know, your concerns and that’s, I guess, all of our
concerns. But based on state |law and, again, | know | aw
doesn’t overrule what actually happens...well, it does too,
but the state says that this is all that is being drained
and so they pay you for that. So, if soneone were to cone
in...if the conpany decided that they were going to do

sonething to the left of that...west of that, which does




i ncl ude your property, then, again, you would get another
| etter saying the state is going to drill and that---.

SHARON PI GEON:  But you would be paid for it or

have the sane el ection options---.

BENNY WAMPLER: But we had citizens at the tine

the state law...and | was there listening to the testinony
and bei ng asked questions nyself, but citizens cane forward
and said, “But we don’t want our gas taken.” But the

| egi sl ature enacted a | aw that pronotes the gas bei ng taken,
okay? That was all considered. It wasn’t ignoring the
citizens. It was, here again, the need for energy overrode
t he need to, you know, | guess of individuals to not be able
to...or to be able to prevent soneone fromdrilling. Here
in this case, you have 99. 72% | eased and the | aw woul d not a
.28% owner to stop all of the others fromgetting the
royalty fromit.

ROBI N HOLMES- BURTON: Yeah, | think the one

owner...| think, it’s from a coal company that they have it
| eased from now.

BENNY WAMPLER.  Right. But even if it had been

another a 100, you know, or whatever. It’s designed to
pronote the devel opnent of the resource. Qur job is to try
to protect the correlative rights. To ensure that they’ve

i dentified who you are and that they pay you when the drain




within whatever...whether it’s a statewide spacing or if it
was the field rule or what have you that you be equitably
paid. If there’s surface issues that comes under the
permtting authority of the Division of Gas and Ol and if
there’s a problem with that, then there’s an Appeal to the
Board. But that Division handles surface issue if they were
to try to locate pipelines or a well location in your garden
spot or where you plan to build a honme or what have you

then you have rights in those areas. If it’s a piece of
property, you know, they can’t just come in if they’re using
vour surface. If they have a lease from...they don’t have a
right to be on your surface at all if they don’t have a

| ease fromyou to begin wth.

JIM KAl SER.  The | essor right-of-way or sone sort

of surface agreenent.

BENNY WAMPLER: Right. So, I know we haven’t

hel ped you fromthe standpoint of stop....you know, we
haven’t voted here, but, you know, I'm just telling you
legally we can’t stop it based on what you’ve brought up,
but we’re trying to answer the questions that you have so
that you’re better informed to how the law and regulations
work. I hope we’re doing that. Did you have anyt hing
further?

(No audi bl e response.)




BENNY WAMPLER: Do you have anything further, M.

Kai ser ?

JIM KAl SER: Yeah. We’d ask that the application

be approved as submtted, M. Chairmn.

BENNY WAMPLER: s there a notion?

PEGGY BARBAR: Modtion to approve.

BENNY WAMPLER: Is there a second?

BILL HARRIS: I guess, I’'1l 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. Thank you,

folks. Next is a petition from Equitable Production Conpany
for a well |ocation exception for proposed well V-502030.
This is docket nunmber VGEOB-06-1017-1742. We’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

on behal f of Equitable Production Conpany. W have an

exhi bit for this hearing.




(Don Hall passes out an exhibit.)

BENNY WAMPLER: The record will show no ot hers.

You may proceed.
DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ckay. M. Hall, state your nane, who you
wor k for and in what capacity?

A My nanme is Don Hall. | work for Equitable
Production Conpany as District Landman.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?
A They do.
Q Are you famliar wth the application we
filed seeking a | ocation exception for well V-5020307?
A Yes.
Q Have all interested parties been notified
as required by Section 4(B) of the Virginia Gas and Q|
Board Regul ati ons?
A They have.
Q Coul d you indicate for the Board the
ownership of the oil and gas underlying the unit for well V-
5020307

A. W have a 100% | eased.




Q Okay. And we’re seeking an exception from
two different wells here. Does Equitable have the right to

operate those reciprocal wells?

A V¢ do.

Q Are there any correlative rights issues?

A No.

Q Okay. Now, in conjunction with the exhibit

t hat you just handed out to the Board, could you expl ain why
we’ re seeking this location exception?

A On this Exhibit, I guess, it’s a little
busy. But if the two wells that we’re seeking an exception
fromis 2032, which is on the eastern side of the plat to
the south of the well that’s highlighted and from 501828,

whi ch is al nost due west of that well. Those two wells are
| ess than 2500 feet. Do you see the circles around each of
t hese wells indicate a 2500 foot radius fromthat well,

whi ch woul d be...would put us in an area where we coul d put
a legal location? If you see the area that I’ve highlighted
outside the two circles that...and circle of 1828 and 2032,
I’ve highlighted an area in yellow, which would be the

cl osest area that we could legally put a |ocation that would
be 2500 foot. The problemthere is, of course, it involves
an access road to...a road to a group of houses and it would

be in an area that would be really close to several houses




and so forth, so we felt like it would be best to pull it
back a little bit and get away fromthat congested area.

Q Especially since there aren’t any
correlative rights issues and you have the right to operate
t he ot her reciprocal wells?

A That’s correct, yes.

Q And in the event this |ocation exception
were not granted would you project the estimated | oss of
reserves?

A 300 mllion cubic feet.

Q And what’s the total depth under the plan
of devel opnent ?

A 5515 feet is the total depth of the well.
Q Are you requesting this |ocation exception
cover conventional gas reserves to include the designated
formations as listed in the application 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-
5020307
A Yes.




JIM KAISER.  Nothing further of this witness, M.

Chai r man.

BENNY WAMPLER:  Questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: |s there a notion?

MARY QUI LLEN: Motion to approve.

BILL 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.  (pposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition from Equitable Production Conpany for a well

| ocati on exception from proposed well V-502104. This is
docket nunmber VGOB-06-1017-1743. We’d ask the parties that
W sh to address the Board in this matter to cone forward at
this time.

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

agai n, Jim Kaiser and Don Hall on behalf of Equitable

Producti on Conpany.




(Don Hall passes out an exhibit.)

BENNY WAMPLER: The record will show no ot hers.

You may proceed.
DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, do your responsibilities include
the | and i nvol ved here and in the surroundi ng area?

A Yes.

Q Are you famliar with the application we
filed seeking a | ocation exception for well V-502104?

A Yes.

Q Have all interested parties been notified
as required by Section 4(B) of the Virginia Gas and Q|
Board Regul ati ons?

A They have.

Q And what’s the ownership of the oil and gas

underlying this unit?

A We have a 100% | eased.

Q And we’re seeking an exception from just
one well, is that correct?

A That’s correct.

Q That bei ng 5052507

A. Yes.




Q And does Equitable have the right to

operate that reciprocal well?

A W do.
Q So, are there any correlative rights
| ssues?
A No.
Q Ckay, again, explain, in conjunction with

the exhibit that you’ve prepared for this hearing, while
we’ re seeking this location exception.

A It’s 21...again, there’s a radius around
5250 indicating the 2500 foot radius fromthat well and
showi ng the 2104 well within that radius sitting on top of a
knob there on that...on the topo. Should we have noved the
| ocation 2500 feet fromthat well, we would be getting down
on the side of the hill that overl ooks the Guest River
GCorge. We felt that it would be best to keep it up high
where we could better have less |ikelihood of having any

i npact on the gorge. |In addition, the surface owner wanted
us to put it in this particular spot as well. But the nmain
concern was near the Quest...being near the GQuest River
Gorge. That’s the beginning of where the gorge is located.
That’s a tourist spot there, walking, hiking and biking
trail and so forth.

JIM KAl SER.  Any questions of M. Hall before |




nove on?

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Cont i nue.

Q And in the event this |ocation exception

were not granted would you project the estimated | oss of

reserves?
A 250 mllion cubic feet.
Q And the total depth of this proposed well?
A 5657 feet.
Q And you’re requesting that this location

exception cover conventional gas reserves to include the
formati ons designated in the application 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 zing the
recovery of the gas reserves underlying the unit for V-
5021047

A Yes.

JIM KAl SER: Nothing further of this wtness at

this tinme, M. Chairnan.




BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI M KAl SER: We’d ask that the application be

approved as submtted.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN: Motion 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 Board nenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition from Equitable Production Conpany for a well

| ocati on exception for proposed well V-501828. This is
docket nunmber VGOB-06-1017-1744. We’d ask the parties that
Wi sh to address the Board in this matter to cone forward at
this time.

JIM KAl SER.  Again, M. Chairman, Jim Kaiser and

Don Hall on behal f of Equitable.




(Don Hall passes out an exhibit.)

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR. KAl SER

Q M. Hall, do your responsibilities include
t he | and i nvol ved here and in the surroundi ng area?

A Yes.

Q Are you famliar wth the application we
filed seeking a | ocation exception for well V-501828?

A Yes.

Q Have all interested parties been notified
as required by Section 4(B) of the Virginia Gas and Q|
Board Regul ati ons?

A They have.

Q Coul d you indicate for the Board the
ownership of the oil and gas underlying the unit for this
wel | ?

A We have a 100% under | ease.
Q Ckay. Does Equitable have the right to
operate any reciprocal wells?

A. W do.




Q Are there any correlative rights issues?

A No.

Q Ckay. Again, in conjunction with the
exhibit that you’ve prepared and passed out to the Board,
explain why we’re seeking this exception.

A Actually, we just did an exception for
2030, the first one we did. This well is one of those
reci procal wells from 2030. The highlighted area in yell ow,
agai n, shows where we would have to nove that well to get
2500 feet from 2030. It would push us down on the side of
the hill over the Crane’s Nest River in which that...at that
point of the Crane’s Nest, that’s part of the Flannagan
Reservoir and Fl annagan Dam Again, we just prefer not to
be on the side of that hill with the potential of having an
adver se inpact on the reservoir.

Q In the event this |ocation exception were

not granted, could you project the estinmated | oss of

reserves?
A 350 mllion cubic feet.
Q And the total depth of this proposed well?
A 5451 feet.
Q Are you requesting this |ocation exception

t o cover conventional gas reserves to include all designated

formati ons within the application 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
wast e, protecting correlative rights and maxi m zing the
recovery of the gas reserves underlying the unit for V-
5018287
A Yes.

JIM KAISER:  Nothing further of this w tness at

this tinme, M. Chairnan.

BENNY WAMPLER: Do you have anything further?

JI M KAl SER: We’d ask that the application be

approved as subm tted.

BENNY WAMPLER: Is there a notion?

PEGGY BARBAR: Modtion 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. Next is a




petition from Equitable Production Conpany for a well

| ocati on exception for proposed well 537540, docket nunber
VGEOB- 06- 1017-1745. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
time.

JI M KAl SER.  Again, M. Chairman, Jim Kai ser and

Don Hall on behal f of Equitable Production Conpany.
BENNY WAMPLER:  The record will show no ot hers.

You may proceed.
DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Hall, again, do your responsibilities
i nclude this | and i nvol ved here and in the surroundi ng area?
A Yes.
Q Are you famliar wth the application that
we filed seeking a | ocation exception for well nunber
V- 5375407
A Yes.
Q Have all interested parties been notified
as required by Section 4(B) of the Virginia Gas and Q|
Board Regul ati ons?

A They have.

Q Coul d you indicate for the Board the




ownership of the oil and gas underlying this unit?

A We have a 100% under | ease.

Q And does Equitable have the right to
operate the reciprocal wells? I believe, we'’re seeking an

exception fromthree different wells in this case.

A That’s correct, yes.
Q Ckay. Are there any correlative rights
| ssues?
A No.
Q Okay. Now, in conjunction with the exhibit

t hat you just handed out, explain why we’re seeking this
| ocati on exception.

A Agai n, you see the 2500 foot radius circles
from the reciprocal wells and the area that’s highlighted in
vellow along the word “river” there is the closest area that
we could put a legal location. That falls on the bluff...a
steep bluff above the Crane’s Nest River again, which at
this point is along the headwaters of the Flannagan Dam
But that hillside is very steep and, again, not a place that
we’ re going to put a location because of its potenti al
adverse effects on the river there.

Q Ckay. Again, if this location exception
were not granted, could you project the estinmated | oss of

reserves?




A 400 mllion cubic feet.

Q The total depth of this proposed well?

A This well is 4676 feet deep.

Q Are you requesting this |ocation exception

t o cover conventional gas reserves to include the designated
formati ons as depicted in the application fromthe 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 zing the

recovery of the gas reserves underlying the unit for V-

5375407

A Yes.

JIM KAl SER:  Nothing further of this wtness, M.
Chai r man.

BENNY WAMPLER: Questions from nenbers of the
Boar d?

Bl LL HARRI S: Yeah, | had one. Just out of

curiosity, I know we’ve approved a lot of location
exceptions over the years. I’'m wondering, do you all have
any evi dence that that adversely effects sone of these other
wells that are, I'm going say nearby, but within the 2500

f oot ?




DON HALL: I really can’t address that since I'm
not involved with the engineering end of it. But these

| ocati on exceptions at these distances are approved by our
geol ogy and engi neering departnent before we even cone

bef ore the Board.

BILL HARRIS: So, economcally it would be visible

to put that in and not significantly---7?

DON HALL: Right. Obviously, they don’t feel like
it inpacts thema great deal, | guess, over...potentially
over many years. In tinme, it mght. But---.

BILL HARRI S: Yeah, I'm just curious. I guess

after we started talking...of course, infill drilling we’re
t al ki ng cl oser.
DON HALL: Right.

BILL HARRIS: But | was just curious to see

what ... if you all had done any kind of study as to what
ef fect that m ght have.
DON HALL: You know, |ike | said, obviously, our

science people feel like it’s---.

BILL HARRI' S: (I naudi bl e.)

JIM KAI'SER: I guess, they’re willing to expend

t he capital ---.

BILL HARRIS: R ght. To develop that.

JIMKAISER ---to develop it. So, they nust feel




t al ki ng about a coal reservoir and this is a conventiona
reservoir. So, you can’t really---.

BILL HARRIS: Right. Yeah, much cl oser spacing.

Yeah.

JI M KAI SER°  ---conpare.

thing. But I was just curious. Thank you. That’s all.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI M KAl SER: We’d ask that the application be

approve as submtted, M. Chairnman.

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

like it’s...of course, the infill drilling, you know, you’re

BILL HARRI S: I know you’re not comparing the same




petition Equitable Production Conpany for a repooling of
conventional gas unit V-503180. This is docket nunber VGOB-
06- 0620- 1655-01. We’d ask the parties that wish to address
the Board in this matter to cone forward at this tine.

JIM KAl SERR M. Chairman, again, JimKaiser and

Don Hall on behal f of Equitable Production Conpany.
BENNY WAMPLER:  The record will show no others.

You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ckay. M. Hall, this is a well that we
first pooled back in June of this year?

A That’s correct.

Q And coul d you explain for the Board while
we'’ re back now?

A We...in subsequent title exam nations, we
discovered that...if you look at the plat, there’s a Tract 3
that fell within this circle that we didn’t initially
have...didn’t initially show. We’re back to include that in
t he pooling at this point. W have added them for the
request for force pooling...the application for force

pool i ng.




Q So, our original application in June did
not show this little Tract 3 over there at 10:00 o’clock on
the circle that’s .03% of the unit and .03 acres within the
uni t?

A That’s correct.

Q And we found that from subsequent title

wor k that was perfornmed after we did the force pooling?

A That’s correct.

Q So, we’ve come back...we couldn’t get them
| eased?

A Ri ght .

Q So, we have cone back and notified them of

this hearing and we also notified the owners of Tract 4
because it actually affected their interest because it took

a little bit away fromthem correct?

A That’s correct.
Q Ckay.
A. And in addition, in B-2, we’ve also

di sm ssed Pine Muuntain and Andrew Mul lins and Mark Ml li ns,
who we have since gotten an agreenent w th Chesapeake

Appal achi a which had those Tract 6 and 7 under | ease. They
have assigned their interest to us since the hearing. So,
we’ve dismissed them. Then Appalachian Energy had leases on

Andrew Mullins and Ernest Mullins and since the force




pooling, we have reached an agreenent with them on an
assi gnnent of those tracts to us as well. So,
t hose...Tracts 6, 7 and 8, the parties in those tracts, wll
be dismssed as well in this force pooling.

Q So, they will be dismssed fromthe
original pooling and don’t need to be under the jurisdiction

of this Board order?

A Ri ght .

Q Ckay.

A That’s correct.

Q So, the only thing that remains unl eased as

of our repooling today is the unknown interest of Yell ow
Popul ar Lunber Conpany, which is depicted...which is
represented in Tract 5 and then the unl eased interest of
Clinton and Tamry Ownens, which is the new tract that we
found Tract 3, correct?

A That’s correct.

Q And that represents...so let’s go through
that for Ms. Pigeon. The interest under |lease at this tine

in the unit is 93.88% is that correct?

A Yes, that’s correct.
Q And the interest that is unleased is 6.12%
A That’s correct.

JIMKAISERR  Okay. | would ask that we be able to




i ncorporate nost of the testinony fromthe June hearing or
fromour earlier...from 1735 earlier today, particularly
regardi ng el ection options afforded these unl eased parties.

BENNY WAMPLER:  That wi Il be incorporated.

Q M. Hall, we will need to establish...the
Board will need to...| guess, they already have established
an escrow account for Tract 5 under the original order, if
t here has been an order issued. | don’t know. In June,
pr obably not.

BENNY WAMPLER: That wi ||l be anendnents.

Q But anyway, yeah, it wll be an anended
one. But anyway, we need a escrow account for any proceeds
attributable to Tract 5 in this unit, correct?

A That’s correct.

Q (kay. And what’s the total depth of the

pr oposed wel | ?

A 4528 feet.

Q The estinmated reserves for the unit?

A 300 mllion cubic feet.

Q And AFE was submtted as Exhibit Cto this
appl i cation?

A Yes.

Q Does it, in your opinion, represent a

reasonabl e estimate of well costs?




A It does.

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

A The dry hole costs is $257,628 and the
conpl eted well costs is $528, 832.

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

A They do.

Q And does your AFE include a reasonable
charge for supervision?

A Yes.

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

A Yes.

JIM KAl SER: Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
GARY EIl DE: M . Chai r man.
BENNY WAMPLER: M. Ei de.

GARY EIDE: W did want to nake this one order.

The previous order has never been recorded.




BENNY WAMPLER ~ Ckay.

GARY EI DE: So, we did want to nmake it one.

BENNY WAMPLER:  All right. Any other...do you

have anything further?

JIM KAl SER: No, Mr. Chairman, we’d ask that the

appl i cati on be approved as subm tted.

BENNY WAMPLER: Is there a notion?

PEGGY BARBAR  Motion to approve.

MARY QUI LLEN:. Second.

BENNY WAMPLER: Mbtion is second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DON HALL: Thank you all.

BENNY WAMPLER:  Thank you. Next is a petition

from Chesapeake Appal achia, LLC for creation and pooling of
conventional gas unit 826096. This is docket nunber VGOB-
06- 1017-1746. We’d ask the parties that wish to address the

Board in this matter to cone forward at this tine.




JI' M KAl SER: M. Chairman, it will be Jim Kaiser,

Denni s Baker and Stan Shaw on behal f of Chesapeake

Appal achia, LLC. Before we get themsworn in, alittle

housekeepi ng. Chesapeake wi shes to withdraw 1746, 1747,

1748 and 1751 in that. W have obtai ned voluntary units.
e got everybody leased. So, we’ll withdraw those four.

SHARON PI GEON:  That was 17517

BENNY WAMPLER: Was the | ast one 517

JIM KAl SER: Uh-huh. 1751, yes. So, good work

there, fellows. All right. ©Now, I'm going to have to get
reorgani zed before we start on the next one.

BENNY WAMPLER. W can get them sworn in while

he’ s---.

JI M KAl SER: Yeah, if you’ll swear them in,

pl ease.
(Denni s Baker and Stan Shaw are duly sworn.)

BENNY WAMPLER: So, for the record, the w thdrawn

itens are VAOB-06-1017-1746, 1747, 1748 and 1751. I’11l now
call a petition from Chesapeake Appal achia, LLC for creation
and pooling of conventional gas unit 825694. This is docket
nunber VGOB-06-1017-1749. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
time.

JI M KAl SER: M. Chairman, it wll be Jim Kaiser,




Denni s Baker and Stan Shaw. Let ne find ny docket here.
Whi ch one are we on? 49?

BENNY WAMPLER: 49, yeah

DENNI S BAKER

DI RECT EXAM NATI ON

QUESTI ONS BY MR. KAl SER

Q All right, Mr. Baker, we’ll start with you.
Could you state your name, who you’re employed by and in
what capacity, please?

A Denni s Baker, enpl oyed by Chesapeake

Appal achia, LLC as Senior Land Representative.

Q And do your responsibilities include the

| and i nvol ved here and in the surroundi ng area?

A Yes, they do.

Q Okay. And you’re familiar with
Chesapeake’s application seeking to both establish a
drilling unit and pool any unleased interest for well nunber
825694, which was dated Septenber the 15th, 20067?

A Yes.

Q Does Chesapeake Appal achia own drilling




rights in the unit involved here?

A Yes, we do.

Q And prior to the filing of the application
were efforts made to contact each of the respondents owning
an interest in the unit and an attenpt made to work out a
vol untary | ease agreenent with thenf
A Yes.

Q And what is percentage of the unit that is
under | ease to Chesapeake?

A The percentage of the unit that is | eased
i s 50.434525%

Q And the percentage of the unit that renains
unl eased as this tine?

A 49. 565475%

Q And are all |eased...excuse ne, are all

unl eased parties set out in Exhibit B-3?

A Yes.

Q Ckay. And in this particular unit, we do
have sone unknown and unl ocateabl e interest owners---?

A Yes.

Q ---1s that correct? I believe, it’s the
Mary Sue Harris Heirs?

A Yes. .. yes.

Q And were efforts made and sources checked




to attenpt to | ocate those unknown heirs, including primary
sources such as deed records, probate records, assessor’s
records, treasurer’s records and secondary sources such as

t el ephone directories, city directories, famly and friends?

A Yes, they were.

Q And in your professional opinion, was due
di | i gence exercised to | ocate each of the respondents naned
i n Exhibit B?

A Yes.

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

A Yes.

Q Are you requesting this Board to force poo
al | unl eased interest listed at Exhibit B-3 to the

appl i cation?

A Yes, | am
Q Are you famliar with the fair market val ue
of drilling rights in this unit here and in the surroundi ng
ar ea?
Yes.
Q Coul d you advise the Board as to what those
ar e?

A A five dollar per acre consideration, a




five year termand a one-eighth royalty.

Q In your opinion, do the terms you’ve
testified to represent fair market value and fair and
reasonabl e conpensation to be paid for drilling rights
W thin this unit?

A Yes.

JIM KAl SER: Mr. Chairman, we’d ask that the

t esti nony regarding el ection options afforded any unl eased
parties that was taken previously in docket nunber 1735 be
i ncorporated for purposes of this hearing.

BENNY WAMPLER. Do you accept those terns?

DENNI S BAKER  Accept, yes.

BENNY WAMPLER:  They wi Il be incorporated.

Q Ckay. M. Baker, we do not need to
establish an escrow account ?

A Yes, we do.

Q And that is for...it will be for Tract 1,
Tract 2...just Tracts 1 and 2, I believe. That’s the Tracts
that the Mary...the May Sue Harris Heirs have an interest
i n.

A That’s correct.

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

A Chesapeake Appal achia, LLC




JIM KAl SER: That’s all I have for this witness,

M . Chai r man.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

STAN SHAW
DI RECT EXAM NATI ON

QUESTI ONS BY MR. KAl SER

Q Mr. Shaw, state your name, who you’re
enpl oyed by and in what capacity?

A My name is Stan Shaw. I'm employed by
Chesapeake Appal achia as a Reservoir Engi neer.

Q And your responsibilities include the |and
i nvol ved here and in the surroundi ng area?
A Yes.

Q And what’s the total depth of the proposed

well under the applicant’s plan of development here?

A 6, 240 feet.

Q And the estimated reserves for this unit?
A 400 mllion cubic feet.

Q Has an AFE been revi ewed, signed and

subm tted to the Board as Exhibit Cto the application?




Yes.

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

A It does.

Q Coul d you state for the Board both the dry
hol e costs and conpleted well costs?
A The dry hol e costs are $294, 146 and
conpl eted well costs are $575, 531.
Q Do these costs anticipate a nultiple
conpl eti on?
A They do.
Q Does your AFE include a reasonabl e charge
f or supervision?
A Yes.
Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?
A Yes.

JIM KAl SER: Nothing further of this wtness at

this tinme, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Board of this w tness?

(No audi bl e response.)




BENNY WAMPLER: Do you have anything further?

JI M KAl SER: We’d ask that the application be

approved as subm tted.

BENNY WAMPLER: Is there a notion?

BILL HARRI'S: Motion for approve.

PEGGY BARBAR: 1I’11 second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l 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 is a

petition from Chesapeake Appal achia, LLC for creation and
pool i ng of conventional gas unit 825527. This is docket
nunber VGOB-06-1017-1750. We’d ask the parties that wish to
address the Board in this matter to come forward at this
time.

JIMKAISER  Again, M. Chairman, it will be Jim

Kai ser, Dennis Baker and Stan Shaw on behal f of Chesapeake
Appal achi a.
BENNY WAMPLER:  The record will show no others.

You may proceed.




DENNI S BAKER

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Baker, if you’d again state your name,
who you’re employed by and in what capacity.

A Denni s Baker, enployed by Chesapeake

Appal achia, LLC as Seni or Land Representative.

Q And you’re familiar with the application
that we filed seeking to establish a drilling unit and pool
any unl eased interest for well 825527, which is dated

Sept enber the 15th, 20067?

A Yes, | am

Q Does Chesapeake own drilling rights in the
uni t invol ved here?

A Yes.

Q And prior to the filing of the application
were efforts nmade to contact each of the respondents owni ng
an interest in the unit and an attenpt made to work out a
vol untary | ease agreenent?

A Yes.

Q What’s the interest under lease to
Chesapeake in this unit?

A. The interest under |ease is 94. 746650.




Q And what is the percentage that is
unl eased?
A The unl eased percentage is 5.253350.
Q Ckay. And that represents the interest in
Tract 3, which is the 5.92 acres owned by the Norfol k and
Sout hern Rai |l road Conpany?
A That’s correct.
Q Coul d you kind of just explain for the
Board where we are with that particular entity?
A We have...we have a proposal fromthe
Norfolk and Southern Railroad and it’s being submitted to
our Charleston Ofice for execution. The terns have been
tentat ively agreed to. So, we’re real close to having a
vol untary agreenent.
Q And is the one unleased party set out in
Exhibit B-3 to the application?
A Yes.
Q And in this particular unit, we do not have
any unknown or unl ocateables, correct?

A That’s correct.

Q Ckay. And are the addresses set out in
Exhibit B to the application, the |ast known addresses for
t he respondent s?

A. Yes.




Q Are you requesting this Board to force poo
al | unleased interest |isted at Exhibit B-3 to the

appl i cation?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in this unit?

A Yes, | am

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

A Yes. A five dollar per acre consideration,

a five year termand a one-eighth royalty.

Q I n your opinion, do the terms you’ve
testified to represent fair market value and fair and
reasonabl e conpensation to be paid for drilling rights
W thin this unit?

A Yes.

JI'M KAl SER: 0Okay. Again, we’d ask that the

testinony regarding the statutory el ection options taken
earlier in docket nunber 1735 be incorporated for purposes
of this hearing.

BENNY WAMPLER: Do you accept those terns?

DENNI S BAKER:  Yes, | do.

BENNY WAMPLER:  They wi Il be i ncorporated.

Q Ckay. M. Baker, the Board does not need




to establish an escrow account for this well, correct?

A That’s correct.

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

A Chesapeake Appal achia, LLC

JIM KAISER:  Nothing further of this witness, M.

Chai r man.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

STAN SHAW
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Shaw, are you famliar with the
proposed expl oration here?

A | am

Q And do your responsibilities include the

| and i nvol ved here?

A Yes.

Q And what’s the total depth of the proposed
wel | 2

A. 6, 000 feet.




Q And the estinated reserves for the unit?
A 450 mllion cubic feet.

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

A Yes.

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

A It does.

Q Coul d you state the dry hole costs and
conpl eted well costs for this well?

A The dry hole costs are $285, 264 and

conpl eted well costs are $570, 829.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
f or supervision?

A It does.

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

A Yes.

JIM KAI' SER:  Nothing further of this wtness, M.




Chai r man.

BENNY WAMPLER:  Questions from nenbers of the

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

BENNY WAMPLER: Do you have anything further?

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

approved as submtted, M. Chairnman.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN: Motion 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 Board nenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next is a

petition from Chesapeake Appal achia, LLC for creation and
pool i ng of conventional gas unit 825522. This is docket
nunber VGOB-06-1017-1752. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
time.

JIM KAl SERR M. Chairman, again, JimKaiser,




Denni s Baker and Stan Shaw. M. Baker is going to pass out
a revised set of exhibits. We’ll wait for him to get back.

(Denni s Baker passes out revised exhibits.)

DENNI S BAKER

DI RECT EXAM NATI ON

QUESTI ONS BY MR. KAl SER

Q M. Baker, do your responsibilities include
the land in this unit and in the surroundi ng area?

A Yes.

Q Ckay. Before we get into your testinony,
can you explain the revision in the exhibits to the Board?
A On the exhibit that we just passed out, we
had three individuals that are now | eased and we have sone
addresses for sone individuals that we had shown as being
unknown on the previous...on the application. So, we

i dentified those individuals with their current addresses
and those that are now | eased that were unl eased at the

appl i cation.

Q M . Baker, does Chesapeake Appal achia own
drilling rights in the unit involved here?

A Yes.

Q And prior to the filing of the application

were efforts nmade to contact each of the respondents owni ng




an interest and an attenpt nmade to work out a voluntary
| ease agreenent ?

A Yes.

Q And what is the interest of Chesapeake
under |l ease within this unit, right now?

A Currently at the...we have 94. 038725.

Q Okay. And that’s reflected in the revised
Exhibit B, right?

A Yes.

Q Ckay. And at this tine, what percentage of
the unit that remains unl eased?

A Unl eased at the hearing date is 5.961275.

Q Ckay. And are all the parties who remain
unl eased at this tine represented in Exhibit B-3 to
the...the revised Exhibit B-3 to the application?
A Yes.
Q Ckay. We do have, in this particul ar case,

sone unl ocateable interest owners, correct---7?

A That’s correct.
Q ---in Tracts 4 and 5?
A Were reasonable and diligent efforts nmade

and sources checked to attenpt to identify and | ocate these
unknown heirs?

A. Yes.




Q I n your professional opinion, was due
di | i gence used to | ocate each of the respondents naned in
t he exhi bits?
A Yes.
Q Are you requesting this Board to force poo

al | unl eased interest |listed at revi sed Exhi bit B-3?

A Yes.
Q kay. Are you famliar wth the fair
mar ket value of drilling rights in this unit here and the

surroundi ng area?

A Yes, | am

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

A A five dollar per acre consideration, a

five year termand a one-eighth royalty.

Q In your opinion, do the terms you’ve
testified to represent fair nmarket value for the paynent of
drilling rights?

A Yes.

JIM KAl SER: Mr. Chairman, we’d, again, ask that

t he testinony regarding el ection options taken earlier in
docket nunber 1735 be incorporated for purposes of this
heari ng.

BENNY WAMPLER. Do you accept those terns?




DENNI S BAKER:  Accept the terns, yes.

BENNY WAMPLER:  That will be incorporated.

Q Ckay. In this particular case, we do need

to establish an escrow account for any proceeds attributable
to Tracts 4 and 5, is that correct?

A Yes.

Q And who shoul d be nanmed operat or under any

f orce pooling order?

A Chesapeake Appal achia, LLC

JIM KAISER:  Nothing further of this w tness at

this tine, M . Chai r man.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

STAN SHAW
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Shaw, are you famliar with the
devel opnent of this well?

A | am

Q And what’s the proposed depth?

A. 5,095 feet




Q The estinmated reserves for this unit?
A 350 mllion cubic feet.
Q Has an AFE been revi ewed, signed and
subm tted to the Board?

A Yes.

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

A It does.

Q Coul d you state both the dry hole costs and
conpl eted well costs for this well?
A The dry hole costs are $278,871 and the
conpl eted well costs are $533, 259.
Q Do these costs anticipate a nultiple
conpl eti on?
A Yes.
Q Does your AFE include a reasonabl e charge
f or supervision?
A It does.
Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?
A Yes.

JIM KAI' SER:  Nothing further of this w tness, M.




Chai r man.

BENNY WAMPLER:  Just out of curiosity on this, in

the previous AFEs that you’ve had you show a net and this
one you Jjust a total. That’s not...you know, I’'m just
aski ng what do you do with the net?

STAN SHAW The founder of our conpany has the
option to take 2 1/2% interest in every well on a quarterly
basi s.

BENNY WAMPLER:  Al'l right. Thank you. Questions

from nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

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

approved with the revised set of exhibits, M. Chairnman.

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.  Opposed, say no.

(No audi bl e response.)




BENNY WAMPLER:  You have approval

JI M KAI SER:  Thank you, M. Chairman. Next is a

petition from Chesapeake Appal achia, LLC for a well |ocation
exception for proposed well 825808. This is docket nunber
VGOB- 06- 1017-1753. We’d ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JI' M KAI SER: M. Chairman, in this nmatter it wll

be Ji m Kai ser and Stan Shaw on behal f of Chesapeake
Appalachia. He has got a bunch of exhibits. I don’t
know...I’11 maybe let Stan kind of guide me here. These
wells are all...you’ll see when he passes these out, they’re
all kind of in aroll and it m ght be---.

BENNY WAMPLER: And we’ve got a bunch of

wells...you’ve got all of your well location exceptions on
her e?

JIMKAI'SER.  All except for the very |ast one.

So, it m ght be advantageous to call those five together.

BENNY WAMPLER: That’s what I was wondering.

JIMKAISER.  Yeah. | think it would probably be

easi er for explanatory purposes.
(Stan Shaw passes out exhibits.)

BENNY WAMPLER: A1l right. 1I’11 also go ahead and

cal | docket nunmber VGOB-06-1017-1754, 55, 56 and 57. We’d




ask the parties that wish to address the Board in these
matters to conme forward at this tine.

JI' M KAl SER: M. Chairman, it will be JimKaiser

and Stan Shaw. I can...you know, I'1ll differentiate in the
ar eas where we need to.

BENNY WAMPLER R ght .

JIMKAISER At least he only has to do his

expl anation one tine.

STAN SHAW
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ckay, M. Shaw, do your responsibilities
i nclude the Iand involved with these wells and in the
surroundi ng area?

A Yes.

Q Are you famliar wth the applications we

filed seeking |location exceptions for these five different

wel | s?

A | am

Q Ckay. And have all interested parties been
notified, that being all oil, gas and coal owners in the

units for these five wells, as required by Section 4(B) of

the Virginia Gas and O | Board Regul ations?




A Yes.

Q Okay. Now, does Chesapeake Appal achia own

ei t her through | ease or through the force pooling order the

right to operate and drill under a 100% of all five of these
units?

A V¢ do.

Ckay. Does Chesapeake Appal achia have the
right or will they have the right as we go through these
things in kind of in sequential order to operate all the
reci procal wells?

A W do.

Q kay. ©Now, let’s...before we get into the
speci fic reserves underlying each unit and specific depths
of the wells, why don’t we go ahead and get you to go

t hrough this exhibit that you prepared and explain why and
how we’re seeking these exceptions?

A Ckay. The first page, just to orient you
to the part of the state which has been referred to the
foam it abuts Pike County, Kentucky, M ngo County and
McDowel | County, West Virginia. The second page is our well
base on a | ease background, all the shaded areas that we
have under |ease. The red lines are pipelines to existing
wells. The blue lines, just a stick diagram which works

t hrough the progression of these requests for the spacing




exceptions. The distances for A, B, C, D, E and F are
printed over on the right margin. For 825808, that’s on a
separate coal owner. All the others have the sane coal
owner. It’s probably about all for that page.

The next page has the topo lines. On the first
wel | 825808, we shifted it about as far away from wel |
825092 as we could get to get it 2500 feet. We’d have to go
about a half inch south on that map where the contours are

really tight on the Tug Fork. Then to go any further, we

would have been wasting reserves. So, that’s the reason for
t hat one.

Q Ckay. So, this is well 825808, right?

A Yes.

Q All right. And what’s the proposed depth

for that well?

A 5,165 feet.

Q Ckay. And the estinmated reserves that
woul d result in waste if we did not get the | ocation
exception?

A 350 mllion cubic feet.

Q Ckay. And again, in particular, this well
was deci ded and in agreenent with the coal owner and
operator to keep the elevation of the well bel ow the

el evation of their coal, correct?




Yes.
Q And if it was noved to a | egal |ocation of
2500 feet, it becones...the topography becones too extrene
and, in your opinion, for safe operations?
A Yes.
Q And then if we...again, 1if it’s moved to a
| egal location at that point, then...or the spacing between
the wells is too great and there’s a reasonable chance that
we’re leaving some reserves out there?
A Correct.

JIM KAI'SER: A1l right. Let’s move...there’s

no...are there any questions on 8087

BENNY WAMPLER: We’1ll ask if we have any.

JIM KAl SER: 0Oh, okay. I’'m sorry.

BENNY WAMPLER: No, that’s okay.

JIMKAISER: I didn’t mean to be doing your job.

BENNY WAMPLER: ©No, that’s fine.

Q 825681, is that B, M. Shaw, or the second
circle?

It is.

Ckay.

Paw Paw north 40.

Paw Paw north 407

> O >» O >

Yeabh.




Q And what’s the proposed depth of that well?
A 5,240 feet.
Ckay. And the estinated reserves for the

uni t?
A 350 mllion cubic feet.
Q Okay. And the reason as depicted both in
t he application and through your set of exhibits for this
exception woul d be exactly the sanme as the reasons that we
j ust stated for 8258087
A Yes. I’d like to also mention the
hi ghl i ghted 1200 foot contour. The area in the mddle is a
bi g high ridge where mning will take place eventually.
Where all these wells are cited is up a narrow holl ow and
you conme back out of it and up a steep hill to the state
line. I don’t know the magic number for the elevation of
the coal. But we did work with the coal conpany and these
Ssites were pre-approved at the various dates.
Q These were all pre-approved in negotiations
wi t h Al pha, correct, the coal owner?

A Yes. And they actually asked us to nove
the last one that we’ll get to.

Q So, they do have sone future mning plans
in the area?

A. Correct.




Q So, these were all basically |ocated at
t heir request?
A Correct.

825805. M. Shaw, the depth of that well?

A 5, 320 feet.

Q And the estinated reserves there?
A 350 mllion cubic feet.

Q Anyt hi ng you want to add to that

expl anati on?

A No. It’s just up a narrow point out of
t heir way.

Q Ckay. And the fourth well in the

pr ogressi on, 825807, the depth of that well?

A 5,425 feet.

Q Um, it’s not what I got.

A 5,385 feet.

Q Ckay. 5,385 feet. And, again, the
estimated reserves 350 mllion cubic feet?

A 350 mllion.

Q Ckay. Anything in particular about that

yvou haven’t already talked about?
A No.
Q Ckay. And the last of the set of five,

825683, the proposed depth of that well?




A. 5,425 feet.

Q And, again, the estimted reserves are 350
mllion?

A Correct.

Q s there any testinony you want to offer

tying all of these together?

A This one we originally had 2500 f oot
spaci ng down in cove to the south. The Virginia Energy
asked us to nove it back here presumably to not interfere
Wi th future mning plans. And---.

Q Virginia Energy being a coal operator?

A The coal operator, yes. And it’s a legal
di stance from 825208.

BENNY WAMPLER:  Cbvi ously, you coul d have

el i m nated one of the wells and probably hit |ocation on
nmost of these, but that would...you nade a determ nation

t hat you woul d...the reserve base |ost that you woul d have
was the reason that you went with five?

MR. SHAW Yeah.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KAl SER: We’d ask, M. Chairman, that the five




appl i cations be approved as submtted.

BENNY WAMPLER: Is there a notion?

MARY QUI LLEN. Motion to approve.

PEGGY BARBAR: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

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

yes.
(Al'l Board menbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.
(No audi bl e response.)
BENNY WAMPLER:  You have approval. This is
Exhi bit One.
JIM KAI SER.  Exhibit One would be great. Thank
you.

BILL HARRI'S: Just out of curiosity, the Paw Paw

north, where does that originate? |s that a West Virginia
thing or---7?

JIM KAl SER: Well, it’s an area of Buchanan County

that’s called Paw Paw.

BILL HARRI S: Paw Paw. Okay, I didn’t realize

t hat .
STAN SHAW We have Paw Paw Prospect and a Paw Paw

nort h.




BILL HARRI'S: (kay, thank you.

JI M KAl SER.  Haysi Prospect.

BENNY WAMPLER: Paw Paw i s there area.

PEGGY BARBAR: Is it near Garden Creek?

Bl LL HARRI S: Yeah, is the area---?

PEGGY BARBAR: Is it near Garden Creek?

GARY EIDE: No. 1It’s not near Garden Creek.

BENNY WAMPLER: 1It’s not near anything.

GARY EIl DE: Paw Paw i s not near Garden Creek
(Laughs.)

PEGGY BARBAR: 1It’s over...where is it then since

he asked the question? I’'m just curious to know.
GARY EIDE: Hurley...do you know in the Hurl ey
ar ea?

PEGGY BARBAR. Ch, yeah.

GARY EIDE: Okay. Well, it’s in that---.

PEGGY BARBAR:  You tal ked about Virginia Energy as

bei ng the coal conpany.
GARY EIDE: The thunb part is up there,
Hurl ey...actually north of Hurley.
STAN SHAW It’s as far north as you can go.

PEGGY BARBAR: So, you’re very close to West

Vi rgi ni a?

GARY EIDE: R ght. These wells are close to




t he---.

BENNY WAMPLER: Ri ght on the border

PEGGY BARBAR: | know of a Paw Paw on Garden Creek

t 00, guys.

JIMKAI SER: It’s close to the Tri-State border

t here, yeah.

BILL HARRIS: | was just curious. Thank you.

BENNY WAMPLER: Ckay. Next on the agenda is a

petition from Chesapeake Appal achia, LLC for a well |ocation
exception for proposed well 825527, docket nunber VGOB-06-
1017-1758. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIM KAl SERR M. Chairman, again, JimKaiser and

St an Shaw on behal f of Chesapeake.

BENNY WAMPLER: The record will show no ot hers.

You may proceed.

JI M KAl SER: M. Shaw, do we have an exhibit here?

STAN SHAW Yes, we do.
(Stan Shaw passes out an exhibit.)

BENNY WAMPLER: | |ike your exhibits by the way.

Good j ob.

STAN SHAW  Thank you.

STAN SHAW




DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Ckay. M. Shaw, do your responsibilities

i ncl ude the I and involved here and in the surroundi ng area?
A Yes.

Q You’re familiar with the application that
we filed seeking a | ocation exception for well 8255277?

A | am

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

A Yes.

Q And could you indicate for the Board the
ownership of the oil and gas interest underlying the unit
for well nunber 8255277

A Chesapeake Appal achia has a 100%ri ghts.

Q Ckay. And we are seeking an exception from

one wel |, that being Chesapeake wel| 8245397

A Correct.

Q And there is no correlative rights issues,
correct?

A That’s right.

Q And in conjunction with your exhibit that

vou just passed out, the reasons that we’re seeking this




exception?
A Vell, the well is situated on a strip bench
t hat was pre-approved by Wellmore Energy. It’s 421 feet shy
of being 2500 feet fromthe 824539 well, which is shown down
near the southern edge of this diagram |If we nove north
t hat 421 feet we could go on out that point, but it puts us
too close to a well already drilled to the north.

Q That’s 824541°?

A Yes. So, if we nove a little west, that
puts us down in a steep hollow wth no access fromthe

surface and down at the mouth of the hollow we’re blocked by

railroad tracks. It’s the same unit where the railroad is
i nvol ved.

Q s the unit that we just force pool ed?

A Yes.

Q The Norfolk and Southern railroad, okay.

In the event this |ocation exception were not granted, would
you project the estimated | oss of reserves?

A 450 mllion cubic feet.

Q And the projected or proposed depth for
this well?

A 6, 000 feet.

Q And are we requesting this |ocation

exception to cover conventional gas reserves to include the




desi gnated formations included in the application 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
wast e, protecting correlative rights and maxi m zing the
recovery of the gas reserves underlying the unit for 825527?
A Yes.

JIM KAISER.  Nothing further of this w tness at

this tinme, M. Chairnan.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

Bl LL HARRI S: M . Chai r man.

BENNY WVAMPLER® M. Harris.

BILL HARRI'S: Just a coupl e of questions about

your plat there. The red dotted lines, are those proposed
roads or existing roads or what’s---?

STAN SHAW: That’s the permtted road for the
wel | .

BILL HARRIS: Okay. And | noticed that your road

to be permitted with the well, that’s...I'm just trying
to...you know, there’s one that takes off to the left, it
Just looks like a long way to go, but I don’t see another

Wway to...I guess, the main road is over to the left...I’'m




sorry, to the right...no, that’s railroad up there. I just
saw that dotted line, the black dotted |line that just sort
of meanders all the way...well, it’s following the ridge

[ ines. | was just curious about what...if there was an
easi er way.

JI M KAl SER: That’s actual a pipeline, I think.

BILL HARRI S: Well, it says “Pipeline map”, but it

doesn’t really have a legend that says the pipeline is the

red---.

STAN SHAW The pipeline is dotted blue on there.

BILL HARRI'S: The dotted...now, when you say
bl ue- - -.

JIMKAISER It | ooks black to ne or grey.

BILL HARRIS: No, there is a blue, yeah.

BENNY WAMPLER:  No, there is a blue that cones
down- - -.

BILL HARRIS: There is a blue one that cones right
out of ---.

JI M KAl SER: 0Oh, okay. That’s another

pi peline...this is a pipeline too.
STAN SHAW Yeah, there are existing pipelines.

JIM KAl SER: So, it’s a four inch going to the

exi sting?

STAN SHAW  Yes.




JIM KAl SER:  Ckay.

BENNY WAMPLER: M. Harris, you’re wondering why

they’ re not cutting over into the other road?

BILL HARRI'S:  Yes.

STAN SHAW: T wasn’t part of the negotiations with
t he coal conpany. It probably has to do with perm ssion
they’ve granted for access.

JIM KAl SER:  That would be a permtting issue

anyway, wouldn’t it?

BILL HARRI S: Yeah, yeah, I’'m just curious though

because | saw all of the...like | said, that...it |ooks |ike
where it says, “road located on a strip bench” there that
one that points to red, it looks like that just ends. |If
vou’re trying to get down to...I don’t know if that’s a main
road, the one that’s through the northeast there
part...northwest, I'm sorry.

STAN SHAW Much of the tine, the contours you can
get commercially or updated nearly as fast as the |lines go
t hr ough.

BILL HARRIS: It just |looks like a long...you

know, that road be permtted with the well, it |ooks |ike
that’s a long way to go.
STAN SHAW  Yes.

BENNY WAMPLER. Ot her questions?




(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KAl SER: We’d ask...Mr. Chairman, we’d ask

t hat the application be approved as subm tted.

BENNY WAMPLER: Is there a notion?

PEGGY BARBAR. Modtion 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 Board nenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no. You have

approval .

JI M KAl SER.  Thank you.

BENNY WAMPLER: Board nmenbers, we have the m nutes

fromthe Septenber the 19th hearing that have been
previously distributed. Do you have any corrections,
additions or I’'d otherwise accept motion to approve?

BILL HARRIS: M. Chairman, | nove that we approve

t he m nutes as presented.

PEGGY BARBAR: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)




BENNY WAMPLER:  Al'l 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: They are approved. Next nonth we

have fifty-six or seven---.
GARY EI DE: Yeah, sonewhere around there.
BENNY WAMPLER:  ---docket itens. | would ask you

to set aside, if you can be here, a day and a half, the 14th
and 15th. If you’ll kindly do that, I know that’s
inconvenient. But just in case, we’ll try to do as much as
we can, but you never know.

BILL HARRIS: Will we have a quorum if I’m not

here? See | had---.

BENNY WAMPLER: Donni e shoul d be back. So, we

shoul d barely have a quorum again. W need to get
@appoi nt nent s.

JI M KAl SER: We’re doing everything we can. 1In

light of that, I'd like to say, as a Officer of the Virginia
Oil and Gas Association, I’'d again like to invite you all to
cone out (inaudible) tonight if you can and attend our
meeting. We’re having a reception and dinner for you. So

far, I don’t think we’ve got anybody coming that we know.




So, if one or two of you or three of you or however many
could make it, it would really be great. Are you going to
make it?

BENNY WAMPLER: | plan to nake it.

JI' M KAl SER: G eat.

BENNY WAMPLER:  Sharon plans to naeke it.

JIM KAl SER:  Good.

BENNY WAMPLER: Did you have anything, Gary?

GARY EIDE: No.
BENNY WAMPLER: Ckay. Thank you very nuch. This

meeting i s concl uded.
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