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BUTCH LAMBERT: Okay, ladies and gentlemen, it 1is

time to move on with these proceedings this morning. |
would remind you this morning if you have cell phones,
pagers or any other communication devices to turn those off
or turn them on vibrate. IT you do have to take a call,
please go to the outside and take that. 111 also remind
you that these proceedings are being recorded and I need you
to keep the chatter down please so that we can be sure to
catch all of the testimony. Starting this morning, 1°d like
to ask the Board to introduce themselves beginning with Mary
Quillen.

MARY QUILLEN: My name is Mary Quillen. I’m the

Director of Graduate Programs for the University of Virginia
here at the Center and 1°m a public member.

PEGGY BARBER: Good morning, I°m Peggy Barber, Dean

of Engineering at Southwest Community College and 1°m &
public member.

KATIE DYE: 1°m Katie Dye. I’m a public member

from Buchanan County.

SHARON PIGEON: 1°m Sharon Pigeon with the office

of the Attorney General.
BUTCH LAMBERT: And my name is Butch Lambert with

the Department of Mines, Minerals and Energy. 1’11 be

sitting in for Benny Wampler today who got called out of




town.

DONNIE RATLIFF: 1°m Donnie Ratliff. I work forn

Alpha Resources and 1 represent coal.

BRUCE PRATHER: I1°m Bruce Prather. 1 represent the

oil and gas industry on the Board.

DAVID ASBURY: Good morning. 1°m David E. Asbury.

I’m the director of the Division of Gas and Oil and
principle executive to the staff of the Board.

BILL HARRIS: Good morning, I’m Bill Harris. 1°m &g

longtime faculty member at Mountain Empire Community
College. 1°m a public member from Wise County.

BUTCH LAMBERT: Thank you. At this time 1711 ask

for a staff report from the Gas and Oil Board committeeg
addressing post production costs.

BILL HARRIS: Mr. Chairman, 1 have some handouts.

IT 1 might take a moment, once everyone gets that just to go

over this with you. (Pause) Okay, Mr. Chairman, this
committee met twice. Once in July, July 17% and again in
August, 1 believe that was the 21°* we met in Lebanon,

Virginia for the purpose of forming a work committee on post
production costs allowance for force pooling orders. We
reviewed some of the regulations. [In particular, we looked
at paragraph 9.2 of the present day Board orders, which 1°m

quoting there talked about “...for the purpose of this orden




net proceeds shall be actual proceeds received less post
production costs incurred downstream of the wellhead
including but not limited to gathering compression treating
transportation and marketing costs whether performed by unit
operator or third person as fair, reasonable and equitable
compensation to be paid to said gas owner or claimant.” One
of the things the committee looked at was the reasonableness
of the charges. We spent actually most of both meetings
discussing allowable items and what not and 1’ve sort of
summarized here the...there was a reporter there from the
office of the attorney general. So, I°m sure a transcript
of this i1s available. Mr. Prather was elected chair of the
committee and that was on the 17"". He was not able to be
there on the 21°'. So, 1 was asked to chair that meeting on
that date and also provide a report to the Board. We really,
had a lot of discussions. IT you’ll look about two-thirds
of the way down on the first page | might mention here this
particular paragraph. Initially, the committee considered
recommending a percentage cap on certain post production
costs that can be allowed as deductions against royalty
interests. Upon further discussion though

, the committee members realized that not enough information
was available on these costs to determine what a cap should

be and 1f that should be our approach. Consequently, 1in




order to more fully understand the nature of post production
costs the committee seeks more iInformation from gas
operators and based on motions made and approved iIn those
committee meetings the committee recommends that this Board,
number one, that a letter from the Division Director to all
Virginia Gas operators be drafted providing notice that the
Board...1°m sorry, notice of the Board’s ongoing
consideration of this issue and seeking input In regard to
post production cost allowances 1in force pooled units.
Specifically, the request would be made asking the operaton
to (A) state the range of deductions that are charged to gas
and CBM lessors pursuant to gas and CBM leases. We found
that the range seemed to be iInconsistent. The percentage,
the types of items that were charged were different from
different companies. So, we sort of wanted to look at that.
Identify the components that make up the post production
charges and that includes compression, gathering
transportation. Again, not all companies charge the same
things. State the amount of deductions which are taken from
royalty payments to force pooled royalty iInterests that are
deemed leased. In other words, those are the ones that this
would apply to. And (D) State the manner in which the
deductions charged to force pool interests are calculated.

And also state the other lease terms that may be offered to




force pooled iInterests that are deemed leased under pooling
orders, that 1is, bonus rental payments, etcetera. We
actually talked about several other things before focusing
on the Jlanguage i1n 9.2. There are a couple of othern
recommendations that we wanted to make and these are
somewhat, but not directly, related to post production costs
but I did want to present those and the Board may want to
pursue this. A couple of things that came out of our
discussion. That a Ilegislative change be made requiring
each operator of coalbed methane wells to control a minimum
of 25% of surface coal and gas rights before requesting the
establishment of pooling or pooling of the unit before the
Board. Now, this is a change in regulations and, of course,
it would have to be legislative in nature, but we felt that
that would probably be appropriate in considering current
regulation. And the other i1tem is that each---.

SHARON PIGEON: Mr. Harris---?

BILL HARRIS: Yes.

SHARON PIGEON: ---that’s a change in the statute

not in the regulation.

BILL HARRIS: well, I’m  just quoting what

our....what...so 1t"s a statute?

SHARON PIGEON: Yes.

BUTCH LAMBERT: That’s correct.




BILL HARRIS: Okay, we can correct that but 17°m

just quoting from the procedure. And the last item there is
that each operator be directed to reflect adjacent wells on
the survey plat provided within each permit application and
final plat. 1t would also be required that each plat show
the scale distance well to well, 1i1f necessary. To
accomplish this a regulatory change 1is recommended. And,
again, we’ve seen some of the cases before us in which it 1s
hard to tell if there’s a nearby well or whatever. And,
again, these are some discussions we had and actually made
some motions before really settling down to discuss the post
production 1issues. We plan to meet again this Thursday.
That meeting has been changed and 1 think you are probably,
aware of this, until 2:00 o’clock that afternoon instead of
0:00 o"clock that morning in Lebanon.

MARY QUILLEN: Is the location the same location?

BILL HARRIS: The location is the same, yes. It’s

the Bonanza at Lebanon.

MARY QUILLEN: What was the reason for changing the

time?

BILL HARRIS: Well, I have classes in the morning

and afternoon and 1 had just asked if we could meet laten
that would actually fit my schedule. There were a couple of

people not there so we didn"t get to discuss that with you




all and that probably...are you going to tell me that
conflicts with your schedule?

MARY QUILLEN: Well, 2:00 o’clock is a little late.

It does...because most of all of my classes here at the
center---.

BILL HARRIS: Are an evening----?

MARY QUILLEN: -—-start at 5:00 o’clock...from

5:00 o”’clock on.

BILL HARRIS: I have a 6:00 o’clock class that

evening that 1 would have gotten back for.

MARY QUILLEN: And so that would restrict the

amount of time that the committee would be able to meet.

BILL HARRIS: Yeah, 1°m aware of that, yes. |

would 1Imagine that’s subject to change, but that’s whereg
we . . .well I would imagine this Thursday we’d
probably...since we did make that announcement, we’d
probably need to keep it at 2:00, But anyway, but that’s
the report that 1 have.

BUTCH LAMBERT: Thank vyou, Mr. Harris. Any

questions from the Board?
(No audible response.)

BUTCH LAMBERT: Okay, thank you Mr. Harris. The

next item on the docket is a petition from Memorandum filed

by S. T. Mullins and J. Scott Mullins on behalf of GeoMet




Operating appealing the decision by the Director of Division
of Gas and Oil regarding iInformal fact-finding conference
IFFC-20908. That’s docket number VGOB-08-0617-2259. That
item will be continued until October. Item three on the
docket is a petition from S. T. Mullins on behalf of GeoMet
Operating Company appealing a decision by the Director of
the Division of Gas and Oil regarding informal fact-finding
conference IFFC-21008, docket number VGOB-08-0617-2260 will
be continued until October. Item number four is a petition
from Mark A. Swartz on behalf of Island Creek Coal Company,
appealing a decision by the Director of the Division of Gas
and Oi1l regarding 1informal fact-finding conference IFFC-
21108, docket number VGOB-08-0617-2261 will be continued
until October. The next i1tem on the docket is a petition
from Equitable Production Company for pooling of coalbed
methane unit VC-535592, docket number VGOB-08-0617-2252.
Those parties wishing to testify please come forward at this
time.

JIM KAISER: Mr. Chairman, Jim Kaiser and Rita

Barrett on behalf of Equitable Production Company.

BUTCH LAMBERT: Please raise your hand and be

sworn, please.
(Rita Barrett i1s duly sworn.)

BUTCH LAMBERT: Seeing no others, you may proceed.




JIM KAISER: Mr. Chairman, we have a set of revised

exhibits we’d like to pass out before we get started with
Ms. Barrett’s testimony.

(Ms. Barrett passes out revised exhibits.)

RITA BARRETT

having been duly sworn, was examined and testified as
follows:

DIRECT EXAMINATION

QUESTIONS BY JIM KAISER:

Q- Before we start your standard testimony Ms.
Barrett let’s go through the revised set of exhibits and
what’s different.
A. We were able to locate some of the Nanny
Spannel heirs and lease them on the coal estate.
Q. So, that precipitated the necessity for and

Exhibit B-2. It changed, obviously, B and B-3.

A. It changed all the exhibits.

Q. And it changed, also, Exhibit E, right?
A. Yes.

Q. The escrow?

A. Yes.

Q- And what tract is that in the unit?

A. It’s tract 1 and 2 on the coal.




Q. Okay. All right, if you’d state your name
for the Board, who you’re employed by and in what capacity?
A. Rita McGlothlin Barrett. 1°m employed by
Equitable Production Company as a landman in the Big Stone
Gap office.

Q.- And do your responsibilities include the
land involved iIn this unit and In the surrounding area?

A It does.

Q. Are you familiar with the application that
we Tiled seeking a pooling order to pool any unleased
interests in the unit for EPC well number VC-535592, which
was dated May 16, 20087?

A. I am.

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

A. We do.

Q. Prior to the filing of the application,
were efforts made to contact each of the respondents having
an interest in the unit and an attempt made to work out a
voluntary lease agreement with each?

A. They were.

Q. And what’s the interest under lease at this
time to Equitable within the gas estate in the unit?

A. 98.482679%.




Q. And what’s the new interest after the
additional leases in Tracts 1 and 2...what percentage of the
coal estate is under lease to Equitable?

A. 95.582679%.

Q. And all unleased parties are set out at
revised Exhibit B-3?

A. They are.

Q. So, the percentage of the gas estate that
remains unleased at this time is 1.5173217?

A. That”s correct.

Q- And the percentage of the coal estate that
remains unleased at this time i1s 4.4173217?

A. That”s correct.

Q.- Okay. We don’t have any unknowns in this
unit or do we?
A. We do. There are two unknown Nanny Spannel
heirs.
Q.- Okay. And all reasonable efforts were made
to locate those heirs?

A. Yes.

Q. Including primary sources such as deed
records, probate records, assessor®s records, treasurer’s
records, and secondary sources such as telephone

directories, city directories, family and friends?




A. Yes.

Q.- And in your professional opinion, was due
diligence exercised to locate each of respondents named iIn
revised Exhibit B?

A. Yes.

Q.- Are you requesting this Board to force pool
any unleased interest listed in revised Exhibit B-3?

A. I am.

Q. Are you familiar with the fair market value
of drilling rights within the unit involved here and in the

surrounding area?

A. I am.
Q. Advise the Board as to what those are.
A. A five dollar bonus, a five year term and

one-eighth royalty.

Q. And did you gain this familiarity by
acquiring oil and gas leases, coalbed methane leases and
other agreements involving the transfer in drilling rights
in the unit involved here and in the surrounding area?

A. Yes.

Q. And in your opinion, do the terms you’ve
just testified to represent fair market value of and fair
and reasonable compensation to be paid for drilling rights

within this unit?




A. Yes.

Q.- And as for those respondents listed in
revised Exhibit B-3, in other words the remaining unleased
parties, do you agree that they be allowed the following
statutory options with respect to their ownership interest
within the unit 1) Participation; 2) a cash bonus of five
dollars per net mineral acre plus a one-eighth of eight-
eighths royalty; or 3) in lieu of a cash bonus and one-
eighth of eight-eights royalty share in the operation of the
well on a carried basis as a carried operator under the
following conditions: Such carried operator shall be
entitled to the share of production from the tracts pooled
accruing to his/her interest exclusive of any royalty or
overriding royalty reserved iIn any leases, assignments
thereof or agreements relating thereto of such tracts, but
only after the proceeds applicable to his or her share
equal, A) 300% of the share of such costs applicable to the
interest of the carried operator of a leased tract or
portion thereof; or B) 200% of the share of such costs
applicable to the iInterest of a carried operator of an
unleased tract or portion thereof?

A. Yes.

Q- Do you recommend that the order provide

that elections by the respondents be in writing and sent to




the applicant at Equitable Production Company, Land
Administration, P. 0. Box 23536, Pittsburgh, Pennsylvania
15222, Attention: Nicole Adkinson, Regulatory?

A. Yes.

Q. Should this be the address for all
communications with the applicant concerning any force
pooling order?

A. It should.

Q. Do you recommend that the order provide
that if no written election is properly made by a respondent
then such respondent should be deemed to have elected the
cash royalty option in lieu of any participation?

Q. Should the unleased respondents be given 30
days from the date that they receive the Board order to file
their written elections?

A. Yes.

Q. IT an unleased respondent elects to
participate, should they be given 45 days to pay their
proportionate share of well costs?

A. Yes.

Q. Should the applicant be allowed a 120 days
following the recordation date of the Board order and
thereafter annually on that date until production is

achieved, to pay or tender cash bonus or delay rental




becoming due under any force pooling order?

A. Yes.

Q.- Do you recommend that the order provide
that 1T a respondent elects to participate but fails to pay
their proportionate share of well costs, then that election
to participate should be treated as having been withdrawn
and void and such respondents should be treated as if no
initial election had ever been filed, i1n other words, deemed
to have leased?

A. Yes.

Q- Do you recommend that the order provide
that where a respondent elects to participate but defaults
in regard to the payment of well costs that any cash sum
becoming payable to that respondent be paid within 60 days
after the last date on which that respondent should have
made satisfactory arrangements?

A. Yes.

Q.- Okay. The Board does need to establish an
escrow account for this unit?

A. Yes.

Q. And that will involve proceeds from

A. 1 and 2 of the coal.

Q- ---1 and 2? Okay. And who should be named




operator under any force pooling order?

A. Equitable Production Company.

Q.- What’s the total depth of this proposed
wel 1?

A. 2,231 feet.

Q. Estimated reserves over the life of the
wel 1?

A. 375 million cubic feet.

Q. Has an AFE been reviewed, signed and

submitted to the Board as Exhibit C to the application?

A. It has.

Q. Does 1t, 1In your opinion, represent a
reasonable estimate of well costs?

A. It does.

Q- Could you state what the dry hole cost and
the completed well cost for this well?
A. Dry hole costs are $173,005. Completed

well costs are $420,316.

Q- Do these costs include a multiple
completion?

A. They do.

Q.- Does your AFE include a reasonable charge

for supervision?

A. It does.




Q. In your professional opinion, would the
granting of this application be in the best interests of
conservation, prevention of waste and the protection of
correlative rights?

A. Yes.

JIM KAISER: Nothing further of this witness at

this time, Mr. Chairman.

BUTCH LAMBERT: Any questions from the Board?

DONNIE RATLIFF: Ms. Barrett, Mr. Chairman, you

said Exhibit E was for Tracts 1 and 2 and it was coal only.

You got the Faye Fields Cassidy iIn the gas estate that’s an

unknown?

JIM KAISER: 1, 2 and 3.

DONNIE RATLIFF: 1, 2 and 3.

RITA BARRETT: Yes, and then 1 and 2 in the coal.

DONNIE RATLIFF: Thank you.

BUTCH LAMBERT: Any other questions?

(No audible response.)

BUTCH LAMBERT: My package says that there should

be an Exhibit A. 1 don’t have an Exhibit A. Is that
supposed to be the well location plat map?

JIM KAISER: It"s the plat. Yeah.

RITA BARRETT: Uh-huh.

BUTCH LAMBERT: Okay, 1t"s not marked exhibit. So,




we need to mark the well plat location as Exhibit A?

RITA BARRETT: Yes, please.

BUTCH LAMBERT: Any other questions from the Board?

MARY QUILLEN: Mr. Chairman, could Ms. Barrett

repeat the depth again, please?

RITA BARRETT: Sure. It’s 2,231 feet.

MARY QUILLEN: Thank you.

RITA BARRETT: You’re welcome.

BUTCH LAMBERT: Any other questions?

(No audible response.)

BUTCH LAMBERT: Do I have a motion to approve?

MARY QUILLEN: Motion to approve.

PEGGY BARBER: Second.

BUTCH LAMBERT: We have a second. Any discussion?

(No audible response.)

BUTCH LAMBERT: All i1n favor, signify by saying

yes.
(A1l members signify by saying yes.)
BUTCH LAMBERT: Opposed?

(No audible response.)

BUTCH LAMBERT: Approved.

RITA BARRETT: Thank you.

BUTCH LAMBERT: Thank you.

JIM KAISER: Mr. Chairman, | have got quite a bit




of housekeeping to go through here starting with the next
item. So, if you want to call the next item and then 1’11
give you the other ones. 1°m going to continue that one and
there’s a bunch more of them.

BUTCH LAMBERT: Okay. Item number six on the

docket is a petition from Equitable Production Company for
the establishment of a provisional drilling unit consisting
of 320 acres for the drilling of a horizontal conventional
gas well served by VH-539923. Docket number VGOB-08-0715-
2267 . Would the parties please come forward that’s going
testify?

JIM KAISER: Mr. Chairman, Jim Kaiser on behalf of

Equitable Production Company. We’d ask that that item be
carried forward and continued until the November docket.

Then 1°ve got Tive other items that 1°d like to continue

also, six other items actually.

BUTCH LAMBERT: Okay. Then that...we will continue

item number six until October.

JIM KAISER: And item number seven also will be

continued.

MARY QUILLEN: Excuse me, did you say October?

JIM KAISER: November.

BUTCH LAMBERT: November, I°m sorry. Okay.

JIM KAISER: Also, i1tem number seven we’d ask that




that be continued until November.

BUTCH LAMBERT: That’s docket item number VGOB-08-

0715-2275, continued until November.

JIM KAISER: Mr. Chairman, also i1tem number twenty-

one continued until November.

RITA BARRETT: October.

JIM KAISER: October. [I°m sorry, 21 is October.

BUTCH LAMBERT: And seven was November?

JIM KAISER: Yes, sir. lIsn’t it?

RITA BARRETT: No, October.

JIM KAISER: October on seven.

SHARON PIGEON: Okay, you asked for November on

seven, are you backing up now---?

JIM KAISER: Yeah, backing up until October.

BUTCH LAMBERT: All right. October on seven. Okay.

JIM KAISER: October on twenty-one.

BUTCH LAMBERT: Twenty-one, that’s the docket item

VGOB-08-0916-2322, requesting to continue until---?

JIM KAISER: October.

RITA BARRETT: October.

BUTCH LAMBERT: October.

JIM KAISER: All right. Item twenty-two, we’d also

ask be continued until October.

BUTCH LAMBERT: Iltem twenty-two is docket item




number VGOB-08-0916-2323 continued until October.

JIM KAISER: Item twenty-three, we’d ask be

continued until October.

BUTCH LAMBERT: Item twenty-three i1s docket number

VGOB-08-0916-2324, continued until October.

JIM KAISER: And item twenty-four continued until

October.

BUTCH LAMBERT: Twenty-four is docket number VGOB-

08-0916-2325, continued until October.
JIM KAISER: Thank you, Mr. Chairman.

BUTCH LAMBERT: Item number eight on the docket is

a petition from Range Resources-Pine Mountain, Inc. for a
well location exception for proposed well V-537747, docket
number VGOB-08-0819-2321. Those parties wishing to testify
please come forward.

PHIL HORN: My name is Phil Horn. 1°m with Range
Resources-Pine Mountain, Inc. and due to notice we’d like to
continue this until October.

BUTCH LAMBERT: Thank you, sir. [Item number nine

on the docket, the Board will hear a correction of testimony
by CNX Gas Company, LLC regarding in preparation and
recording of a Board order associated with pooling of a
combined 208.63 acre conventional horizontal gas unit

including the Nora unit AB78CV. This is docket number VGOB-




08-0715-2288. Those that wish to testify please come

forward.

MARK SWARTZ: Mark Swartz, Les Arrington and Anita
Duty .

(Leslie K. Arrington and Anita Duty are duly
sworn.)

BUTCH LAMBERT: Seeing no others. You may begin.

MARK SWARTZ: Okay. Let me get some general

information from the witness and then we"ll go forward.

LESLIE K. ARRINGTON

having been duly sworn, was examined and testified as
follows:

DIRECT EXAMINATION

QUESTIONS BY MARK SWARTZ:

Q. Les, you need to state your name for us,
please.

A. Leslie K. Arrington.

Q- Who do you work for?

A. CNX Gas Company, LLC.

Q. And what do you do for them?

A. Director of environmental permitting.

Q- And is CNX Gas Company a company that is a

Virginia general partnership/LLC?




A.
Q.

A.

Q
A
Q.
A
Q

follows:

Yes.

Okay. And is it authorized to do business

in the Commonwealth of Virginia?

Yes.

Has it registered with the Department?
Yes.

Does i1t have a bond on file?

Yes, 1t does.

Okay.

ANITA DUTY

having been duly sworn, was examined and testified as

DIRECT EXAMINATION

QUESTIONS BY MARK SWARTZ:

Q-

ORI -

A.
Q.

A.

mail them out.

Q.

Anita, could you state your name, please?
Anita Duty.

Who do you work for?

CNX Gas.

And what do you do for them that pertains

to the hearing today...or the hearings?

We prepare the force pooling notices and

Do you do the exhibits as well?




A. Yes.

Q.- Okay, so if there are title issues or
parties to be added or dropped or tracts to be changed you
are involved iIn those exhibits and the math and so forth?

A. Yes.

Q.- Okay .

LESLIE K. ARRINGTON

DIRECT EXAMINATION RESUMES

QUESTIONS BY MARK SWARTZ:

Q- Les, with regard to item number nine on the
docket, we’re here simply to correct some prior testimony
with regard to the status of the units that were combined,
do you understand that?

A. Yes.

Q. Okay. Could you please tell us what or
Anita, either one of you, tell us what needs to be
corrected?

A. Yes. It was the statement 1 made about the
Board order on the original application for the vertical
well. That order had been issued. It was recorded...the
Board order we had received it on April the 14th of "08 and
we had mailed it out on April the 17th of "08.

Q. Okay, so the testimony that we’re




correcting is there actually was a Board Order entered

regarding to AB-787?

A. Yes, It was.

Q. The conventional well?

A. Yes. And there was no elections made on
that order.

Q.- And they’re subsequently been an affidavit

with regard to elections filed?

A. That’s correct.

Q.- Okay. And then just to...although we’re
not correcting this, just to put everything in context,

there are frac...preexisting frac wells in P(-3) and P(-4)?

A. CBM wells.

Q- CBM?

A. Yes.

Q- CBM preexisting wells that are in
production?

A. Yes.

MARK SWARTZ: Okay. That’s what we needed to

correct, Mr. Chairman.

BUTCH LAMBERT: Is that all?

MARK SWARTZ: That is.

BUTCH LAMBERT: Do I have a motion to accept

testimony?




BILL HARRIS: Motion to accept.

BRUCE PRATHER: Second.

BUTCH LAMBERT: Any discussion?

(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying

yes.
(A1l members signify by saying yes, but Katie
Dye.)

BUTCH LAMBERT: Any objections?

KATIE DYE: Abstain.

BUTCH LAMBERT: One abstention. Thank you.

MARK SWARTZ: Thank you.

BUTCH LAMBERT: The next item on the agenda is item

number ten. 1It”’s a petition from CNX Gas Company, LLC to
correct testimony and re-record the order to allow for
escrowing of unit 0(-1) Prater District, Buchanan County.
This is docket number VGOB-07-0821-1984-01. Those wishing
to testify please come forward.

MARK SWARTZ: This will be Mark Swartz and Les

Arrington on this one. And I might suggest since docket
item number eleven involves essentially the same issue it
might make sense to call that as well.

BUTCH LAMBERT: All right. Item number eleven is a

petition from CNX Gas Company, LLC to correct testimony and




re-record order to allow for escrowing of unit 0(-2). This
iIs docket number VGOB-06-0815-1696-01.

MARK SWARTZ: Again, i1t would be Mark Swartz and

Les Arrington appearing for the applicant in this i1tem

eleven as well.

BUTCH LAMBERT: You may proceed.

LESLIE K. ARRINGTON

DIRECT EXAMINATION

QUESTIONS BY MARK SWARTZ:

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

MARK SWARTZ: Mr. Chairman, 1 would like to

incorporate Mr. Arrington’s testimony with regard to his
employment and so forth from the first--—-.

BUTCH LAMBERT: Accepted.

Q. Thank you. Mr. Arrington, what is the
issue with regard to these two units, 0(-1) and unit 0(-2)
that we’re correcting?
A. We’re correcting a mistake that we have on
our tract identification and escrow issue in 0---.
Q.- Okay, and would that have been essentially
that we were showing Garden Realty as a fee owner?

A. Yes, we did.




Q. And what tract is affected in 0(-1)?

A. Tract number 4.

Q- Okay. And what tract is affected in 0(-2)?

A. Tract number 3.

Q. Okay. And was the same problem in 0(-2),
that being that Garden was shown as a fee owner?

A. Yes, i1t was.

Q- Okay, and what i1s the actual state of

affairs In both Tract 4 and Tract 3 of these units?

A. Garden Realty owns the coal and the
Pobst.._John Pobst and others own the oil and gas interest.
Q. Okay. And have you submitted revised
exhibits with regard to the tract IDs just to correct that
and also revised Exhibit E to show a conflict where there

was none shown before?

A. We have.
Q. And that’s true of both of these units?
A. Yes, It is.

MARK SWARTZ: That’s all 1 have, Mr. Chairman.

BUTCH LAMBERT: Any questions from the Board?

SHARON PIGEON: Did you re-notice these people on

this---?

LESLIE K. ARRINGTON: Yes.

SHARON PIGEON: ---tract 3 only on docket eleven,




Tract 4 only on docket number ten, is that right?

LESLIE K. ARRINGTON: Correct.

MARK SWARTZ: There’s an affidavit with due

diligence attached and Les did the mailing and publication
on both.

BUTCH LAMBERT: Any other questions from the Board?

(No audible response.)

BUTCH LAMBERT: Do I have a motion to accept this

re-corrected information?

MARY QUILLEN: Motion to accept.

BRUCE PRATHER: Second.

BUTCH LAMBERT: We have a second. Any discussion?

(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying

yes.
(A1l members signify by saying yes, but Katie Dye
and Donnie Ratliff.)

BUTCH LAMBERT: Any opposed, say nho.

DONNIE RATLIFF: 1711 abstain, Mr. Chairman.

KATIE DYE: Abstain.

BUTCH LAMBERT: One abstention....two abstentions.

We have approval of the testimony. Item number twelve is a
petition from CNX Gas Company, LLC for repooling of coalbed
methane unit P(-3). This will be number VGOB-06-0718-1669-




01. Those wishing to testify please come forward.

MARK SWARTZ: Mark Swartz and Les Arrington.

BUTCH LAMBERT: Okay .

MARK SWARTZ: This is...just to put this into

context. This is a unit that was pooled back in "06 and
we’re re-pooling 1t for drill a second well. This is iIn one
of those infill drilling areas. [1°m going to run through
the testimony, but obviously there’s already one well in
this unit under a prior pooling order and we’re essentially
adding a second well and the understanding on the infill
drilling i1s that we come back to the Board to do that and
that”’s why we’re here. So, some of the testimony is already
in the record probably before, but we’ll repeat that so we
get everybody on board today.

LESLIE K. ARRINGOTN

DIRECT EXAMINATION

QUESTIONS BY MARK SWARTZ:

Q.- Les, you need to state your name again.
A. Leslie K. Arrington.
Q- Okay, I°m going to run through a little

more with regard to the applicant here. Who is the
applicant?
A. CNX Gas Company, LLC.

Q- And CNX Gas Company, LLC is a Virginia




limited liability company?

A. Yes.

Q.- Authorized to do business in the
Commonweal th?

A. Yes.

Q. Does i1t have a bond on file?

A. Yes.

Q. And has 1t registered with the Department

of Mines, Minerals and Energy?

A. Yes, it has.

Q- And has this unit previously been pooled by
a Board Order?

A. Yes, it has.

Q.- And is there an existing producing frac
well._._CBM well in this unit?

A. Yes.

Q. Okay. And is the point of this repooling

to add a second well?

A. Yes, it is.

Q. And 1s this iIn one of the Oakwood infill
areas?

A. Yes, it is.

Q- Okay. What did you do to notify people

that there was going to be a hearing today?




A. We mailed by certified mail, return receipt
on August 15, 2008. We published Bluefield Daily Telegraph
on August 25, 2008.

Q. When you published in the telegraph what
appeared in the newspaper?

A. The notice of hearing and location exhibit

Q- Have you filed your certificates with

regard to mailing and your proof of publication with Mr.

Asbury?
A. Yes, we have.
Q. Do you wish to add any respondents today?
A. No.
Q.- Do you wish to dismiss any?
A. No.
Q- Okay. What are the terms that the original

order provided with regard to royalty for people who are
deemed to have been leased?
A. That was a dollar per acre per year with a

five year pay up term and---.

Q. What was the royalty?
A. One-eighth.
Q- Okay. And what would your testimony be

with regard today in terms of competitive terms, the same?




A. No, it would be five dollars an acre---.

Q.- Okay .

A. -—-with a five year pay up term and a one-
eighth.

Q. And a one-eighth royalty. So, In the event

that the Board were to repool this unit to allow the second
well your testimony with regard to the lease terms would be

as you stated today?

A. Yes.

Q Increasing the bonus payment, actually?
A. Yes.

Q Okay. The second well, where is that

located in relation to the proposed well? Where is that
located with relation to the drilling window?

A. It’s within the drilling window.

Q- Okay. Is i1t the one that’s iIn the south of

the window?

A. Yes.

Q- Okay, so it’s the P...on the plat P(-3A)
wel 1?

A. Yes, it is.

Q.- Is that well the required distance from the
P(-3) well?

A. Yes,

r+
"




Q. Okay. And they’re both going to wind up
being in the window?

A. Yes.

Q- Have you provided the Board with the cost

estimate with regard to this second well?

A. Yes, we have. The second well is
$287,498.64 to a depth of 2610. |1 believe that’s correct.

Q. I think you have a permit number.

A. 7494 .

Q.- Correct. And you’ve also provided the

Board with the information on the other well, correct?

A. Yes, that was the original well. That’s
$237,134.15, estimated depth of 2568. I1t’s permit number
was 7495.

Q- What interests were pooled by the original
order and are being repooled by this application?

A. The iInterest that we have now is 89.8657%
of the coal, oil and gas owners claim to coalbed methane.
We”re seeking to pool 10.1343% of the coal, oil and gas

owner’s claim to coalbed methane.

Q. Okay. Is there an escrow requirement here?
A. Yes, Tract 4.
Q- Okay, for Tract 4. And is the reason for

that a conflict issue?




A. Yes.

Q.- Is it your opinion that drilling a second
well in the location shown on the plat in this Oakwood 80
acre unit is a reasonable further method to capture
additional coalbed methane from this unit?

A. Yes, It is.

Q- And 1s 1t your opinion that if we continue
the pooling order and place along with the leasing efforts
and activities of the applicant that were successful the
correlative rights of all of the owners and claimants in the

second well would also be protected?

A. Yes, sir, they will be.

Q And this iIs an Oakwood 80, right?

A. Yes.

Q And the second well i1s proposed to be a

frac well?
A. Yes.

MARK SWARTZ: That’s all 1 have, Mr. Chairman.

BUTCH LAMBERT: Questions from the Board?

DONNIE RATLIFF: Mr. Chairman. Les, do you have

anybody that participated in this well?

LESLIE K. ARRINGTON: No.

DONNIE RATLIFF: If you did and I wanted to

participate in the first well, but 1 can’t come up with the




money to do the second one, how would you pro-rate that?
Would you...do you meter both wells?

LESLIE K. ARRINGTON: Well, first of all both wells

are metered.

MARK SWARTZ: 1 think you sort of missed your

chance under your hypothetical.

DONNIE RATLIFF: I mean, I°m in the first one, but

I don’t want to go in the second one.

MARK SWARTZ: Oh, you stay in the first one. |If

you elected to be in the first one and you participated iIn
the first one but you’re taking a pass on the second one, 1
misunderstood, you’re good to go. It doesn’t affect that.
And, obviously, we can allocate the production because we’ve
got two meters. But the concern | have is the reverse.

DONNIE RATLIFF: But if it’s reversed?

MARK SWARTZ: Right, you’ve got your shot at the

second well but you took...you had your shot at the first
one .

DONNIE RATLIFF: You can’t go back. That’s all 1

have, Mr. Chairman.

BUTCH LAMBERT: Any other questions?

(No audible response.)

BUTCH LAMBERT: Do I have a motion to approve?

MARY QUILLEN: Motion to approve.




BRUCE PRATHER: Second.

BUTCH LAMBERT: 1 have a motion and a second. Any

discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying

yes.
(A1l members signify by saying yes, but Katie
Dye.)
BUTCH LAMBERT: All opposed, say no.

KATIE DYE: Abstain.

BUTCH LAMBERT: One abstention. Approved. Thank

you. The next item on the agenda is a petition from CNX Gas
Company, LLC to repool coalbed methane unit P(-4). The
docket number is VGOB-06-0718-1670-01. All those wishing to
testify please come forward.

MARK SWARTZ: Mark Swartz and Les Arrington, again.

BUTCH LAMBERT: You may proceed.

MARK SWARTZ: Mr. Chairman, 1 would like to

incorporate Mr. Arrington’s testimony from the prior docket
item with regard to the applicant and operator, his
employment and standard lease terms, if 1 could.

BUTCH LAMBERT: Granted.

MARK SWARTZ: Thank you.




LESLIE K. ARRINGTON

DIRECT EXAMINATION

QUESTIONS BY MARK SWARTZ:

Q. Les, you need to state your name again.
A. Leslie K. Arrington.
Q- Is this another instance where we have a

second well proposed In an existing and it"s subject for a
prior order?

A. Yes, It 1Is.

Q- So the reason that we’re repooling this is
simply to drill a second cbm frac well under an infill
order?

A. Yes, it is.

Q- Okay. What did you do to notify the folks
that you’ve listed as respondents that there would be a
hearing today?

A. We mailed by certified mail return receipt
requested on August 15, 2008 and published in the Bluefield
Daily Telegraph on August 23, 2008.

Q. What appeared in the paper when it was
published?

A. The notice of hearing and location Exhibit




Q. Have you provided Mr. Asbury with
certificates concerning mailing and proof of publication
that you received from the newspaper?

A. Yes, we have.

Q. Do you want to add any people as

respondents today?

A. No.

Q. Do you want to dismiss any today?

A. No.

Q.- Okay. Does the plat show the location of

both the existing well and the proposed well?

A. Yes, it does.

Q And is the proposed well shown as P(-4A)?
A Yes.

Q What kind of unit i1s this?

A. It’s an Oakwood 80.

Q. And are both the wells in the window?

A Yes, they are.

Q Are they the required distance apart?

A Yes, they are.

Q. Have you provided the Board with the cost
estimate regarding the first well when this unit was
originally pooled and the cost estimate regarding the

proposed second well?




A. Yes, we have.

Q. What’s the information on the second well?
A. $291,258.64 to a depth---.

Q. That is the cost estimate?

A. Yes.

Q.- And does i1t have a permit?

A. Yes, 7795.

Q- And the estimated depth?

A. 2490.

Q.- Okay. What was the...what is the

information with regard to the original well when this was
First pooled?

A $242,531.85 to a depth of 2592. And the
permit number was 7489.

Q- When this was originally pooled and as of
today, would you tell the Board what you’ve been able to
acquire In the unit in terms of iInterest and what you need
to pool?

A. We”ve acquired 98.875% of the coal, oil and
gas owner"s claim to coalbed methane. We’re seeking to pool
1.125% of the coal, oil and gas owner®s claim to coalbed
methane.

Q- There’s an escrow requirement here?

A. Tract 2B.




Q. And is that just because of conflicts?

A. Yes.

Q- Is 1t your opinion that drilling a second
frac well within this coalbed methane unit drilling window
IS a reasonable way to produce additional coalbed methane
from this unit?

A. Yes, It is.

Q. Is 1t your opinion that the pooling order
that was previously entered pooling the 1.250% interest iIn
this tract combined with your leasing efforts will protect
the correlative rights of all owners and claimants in the

second well as well?

A. Yes, it will.

Q.- Okay. Did anybody participate in the first
wel 1?

A. No.

Q. You’re going to give people an opportunity

to participate in the second well when you mailed 1f it"s
approved and you mail out the order?

A. We will.

Q. That’s all 1 have, Mr. Chairman.

SHARON PIGEON: Mark, 1 know you’ve incorporated

the terms from the previous item, but 1 would like for him

to go ahead and put that in the record since you’ve changed




terms from the first and second.

MARK SWARTZ: Okay .-

Q.- What are the terms with regard to the
second well that should be iIn the order in terms of folks
who might be deemed to have been leased?

A. Five dollars an acre, five year pay up
term, one-eighth royalty.

SHARON PIGEON: Thanks.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Do I have a motion to approve?

MARY QUILLEN: Motion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: 1 have a motion to approve and a

second. Any discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying

yes.
(A1l members signify by saying yes, but Katie Dye
and Donnie Ratliff.)

BUTCH LAMBERT: All opposed, no.

DONNIE RATLIFF: 1711 abstain, Mr. Chairman.

KATIE DYE: Abstain.

BUTCH LAMBERT: Two abstentions. 1It’s approved.




The next item is a petition from CNX Gas Company, LLC to
repool coalbed methane unit J-36, docket number VGOB-08-
0318-2159-01. All those wishing to testify please come
forward.

MARK SWARTZ: Mark Swartz and Les Arrington.

KATHERINE JEWELL: Katherine Jewell.

(Katherine Jewell is duly sworn.)

BUTCH LAMBERT: Okay, Mr. Swartz, you may proceed.

MARK SWARTZ: Thank you.

LESLIE K. ARRINGTON

DIRECT EXAMINATION

QUESTIONS BY MARK SWARTZ:

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

MARK SWARTZ: 1°d like to iIncorporate Mr.

Arrington’s testimony regard to who he works for, CNX as the
applicant and the lease terms he would be offering with
regard to the second well.

BUTCH LAMBERT: And they would be the same?

MARK SWARTZ: Yes.

BUTCH LAMBERT: Okay.

Q- Les, with regard to this application

concerning J-36, 1s the point of the repooling to allow the




operator to drill a second well in the unit?

A. Yes, it is.

Q What kind of a unit is this?

A It’s an Oakwood 80.

Q. And would the second well be in the window?
A Yes, it is.

Q.- Okay. And are both the existing well and

the proposed well shown on the plat?

A. Yes, they are.

Q Which one is the existing well?

A J-36.

Q. And the proposed well 1s J-36B?

A Yes.

Q.- And they’re both sort of in the southeast

and west corners of the window?

A. They are.

Q. Is the new well, the second well, proposed

to be a frac well?

A. Yes.

Q. What did you do to notify people that there
would be a hearing today?

A. We mailed by certified mail return receipt
on August 15, 2008 and we published in the Bluefield Daily

Telegraph August 22, 2008.




Q. When you published, what appeared in the
paper?

A. The notice of hearing and location exhibit

Q. Okay. And have you provided Mr. Asbury
with copies of your certificates with regard to mailing and
proofs of publication from the Telegraph?

A. Yes.

Q. What interests have you acquired iIn this
unit and what interests are you seeking to pool?

A. We”ve acquired 78.7385% of the coal owner~s
interests and 76.2204% of the oil and gas owner®s interest
to coalbed methane. We’re seeking to pool 21.2615% of the
coal owner®s claim to coalbed methane and 23.7796% of the

oil and gas owner®s claim to coalbed methane.

Q. Do you want to add any folks as respondents
today?

A. No.

Q- Do you want to dismiss any?

A. No.

Q. Okay. Is there an escrow requirement?

A. Yes, for Tracts 5, 6 and 9.

Q- Okay, are there some unknowns iIn 9?

A. Yes.




Q. Okay, so you’ve got escrow in those three
tracts because of either conflicts or unknowns?

A. Yes.

Q. Okay. Have you provided the Board with

cost information concerning the proposed second well?

A. Yes, we have.
Q.- What i1s that information?
A. $280,839.81 to a depth of 1994 feet. The

permit number is 9521.
Q.- And when this unit was first pooled, did

you provide the Board with information concerning the first

wel 1?
A. Yes.
Q. And what was that?
A. That was $295,769.24 to a depth of 2025

feet. The permit number was 8778.

Q. Did anyone participate under the prior
order?

A. No.

Q- Is 1t your opinion that drilling a second

frac well in the drilling window of this Oakwood 80 is a
reasonable way to increase production from the unit?
A. Yes, It is.

Q- Is 1t your opinion that 1f you combine the




prior pooling order pooling the coal and oil and gas
interests that you’ve indicated with your leasing efforts
that the correlative rights of all owners and claimants
would be protected in this second well?

A. Yes, 1t will.

Q. That’s all 1 have.

BUTCH LAMBERT: Questions from members of the Board

of this withess?

BILL HARRIS: Mr. Chairman, just a quick question.

I notice both of these are in the southern portion of the
unit. Was there no way to get this...you know, I just think
ideally up there where that item number two is where the
land, that would be great---.

LESLIE K. ARRINGTON: Right.

BILL HARRIS: ---what"s happening there?

LESLIE K. ARRINGTON: What’s going on, this is

actually an area of our existing mine plan for the Buchanan
No. 1 mine and these two wells are located in one panel.

BILL HARRIS: Okay.

LESLIE K. ARRINGTON: Some day down the road as we

can identify additional locations for mining, we may well
have a couple of other wells iIn the northern section of
them.

BILL HARRIS: Thank you.




BUTCH LAMBERT: Any other questions of this

Witness?

(No audible response.)

BUTCH LAMBERT: Ms. Jewell.

KATHERINE JEWELL: Yeah, when you repool, I can’t
help but notice...l”’ve got two issues here. |1 can’t help

but notice that some of the percentage has changed. 1
thought these plats were laid out. Now, to get the
percentages to change you would have to modify some of the
properties, recalculate. That’s one question | have. And,
two, IS to address an issue which 1°ve brought to CNX’s
attention many times with respect to the plat of the
property which is wrong. Now, to give a little background,
this property has been in my family for 64 years. It was
purchased in 1944 and transferred to Buck Jewell Resources
in 2004 with respect to minerals In “62 the below Tiller
seam coal was leased to Island Creek, which is part of
Consol, and released iIn 1968. On August 1974, the Jawbone
seam was leased to Jewell Smokeless. On July 1978, the
Jawbone seam was conveyed to Jewell Smokeless. 1 don’t know
if that’s in the re-pooling order, 1 don’t have a copy of
that order, but....with me, but 1 don”’t know iIf under three,
which was in the original, Buck Jewell Resources if 1t says

that the Jawbone seam is owned by Jewell Smokeless. But




this is the point...is the point it has beginning...in the
70s Jewell Smokeless started mining the Jawbone seam. The
seam was mined extensively. Now, that”’s for the coal. Now,
in June of 1990, the heirs of A. B. Jewell signed a lease
of oil and gas including coalbed methane to Edwards and
Hardings. Three conventional wells were drilled on the
property within pooling areas in the 1990s. And Edward and
Hardings became Virginia Gas, which became Appalachian
Energy. In June of 2005, Appalachian Energy signed a JOA
with CNX, which 1 learned through an objection. The county
has taxed this tract for 156.56 mineral acres and 141 real
estate acres. Island Creek, which i1s a division of Consol
as 1 mentioned, has paid the taxes or reimbursed the fam

ily for 156.56 mineral acres. Jewell Smokeless has paid the
taxes on 156.56 acres of Jawbone, which is subsequently been
changed since 2007 reassessment. Both Jewell Smokeless,
Edwards and Harding and Buchanan County show similar map
plats of the property. Jewell Smokeless surveyed the tracts
since coal mining isn"t pooling but it"s what’s under your
property. You have to be specific in coal mining. Now, CNX
has this property leased as...listed as 94.38 acres,
alright, which is significantly less than 156.56 acres.

Now, as mentioned 1°ve sent letters to CNX and in objections

I have questioned the assigned acreage in the plats. 1 am




yet to receive a response. This isn’t unusual. This,
obviously, greatly impacts the rights of the gas owners
within the units which this Board is...one of i1ts charges is
protecting the rights of the gas owners. This property lies
within the pooling units of J-35, J-36, J-37, K-35, K-36 and
K-37. Now, it"s difficult for me to understand, and maybe
some scientists can help me here, how a property which was
mapped as 156.56 acres iIn 1950s 1t was surveyed can now be
04.38 acres. And this force pooling application, even what
was assigned to Buck Jewell Resources in J-36 | think it was
35.2% and you’re see iIn this repooling i1t"s less. So, you
know, the percentages apparently do change when you change
your pooling unit. So, | have questions with that. 1 have
a map here and this is crude, but, you know, I don’t have
all the nice little surveyed things so | apologize here to
the best of my ability. We’ve mapped out these units, J-35,
J-36, J-37, K-35, K-36 and K-37. The green shows what CNX
has assigned to the property. Now, this is cut from a map
which Jewell Smokeless has. As 1 mentioned you know coal
mining you don’t pool. 1It"s, you know, specific for what’s
under your property. And as you can see the map 1is
different. Now...and this is a map of the areas. You know,
where does this come from. 1 mean, where does this plat

come from. It says not surveyed. Well, you know, 1..you




know 1’ve been before this...been before you all with Red
Oak Ridge property, which involved four points, 100% closure
and 1t was mapped as...well hold on, like that by CNX. Now,
either we start surveying these properties because either 1
have significantly less here or 1 have significantly more.
And you’re talking about people’s rights and it really
irritates me, excuse me, but i1t really irritates me that
these companies are allowed to do this and can’t give me an
explanation of how these properties change. So, you know,
repool all you want, but, you know, you’re
definitely..._well, let’s just say screwing some of the gas
owners.

BUTCH LAMBERT: 1Is that it?

KATHERINE JEWELL: That’s it.

BUTCH LAMBERT: Questions from the Board?

BRUCE PRATHER: 1 have a question. What’s the date

on your tax maps you’re using in your---?

KATHERINE JEWELL: What deed?

BRUCE PRATHER: Pardon?

CATHERINE JEWELL: What do you mean, the deed on my

tax map?

BRUCE PRATHER: No, not the deed, the date?

MARY QUILLEN: The date.

KATHERINE JEWELL: Date?




BRUCE PRATHER: The date on the tax map that you’re

using to say you have 157 acres.

KATHERINE JEWELL: Well, its been 2007 was the last

one but 1t has been all the way down, 1 mean you know---.

BRUCE PRATHER: Well, but what 1°m talking about is

when was the original map put together?

KATHERINE JEWELL: Of taxes?

BRUCE PRATHER: Yeah.

CATHERINE JEWELL: 1 think they were done in 1984

where they did the maps. That’s what 1 was told.

BRUCE PRATHER: Okay.

KATHERINE JEWELL: You know, I really don’t know.

I’ve asked that question to Buchanan County when their tax
maps were done. But, I mean, the point is Island Creek owns
the coal too so they also have surveyed the area. They paid
taxes on 156 acres. CNX and Island Creek are in the same
boat.

BRUCE PRATHER: Oh, sure.

KATHERINE JEWELL: Okay, you know, 1 just

don’t...this 1s...this iIs wrong.

BRUCE PRATHER: Well, the only thing I know for

sure is this and that is if the tax maps were based say back
in, oh say, back in 1950 when they first started doing

aerial photos---.




KATHERINE JEWELL: Yeah, but that has nothing to do

with i1t.

BRUCE PRATHER: Oh, yes it does. The amount of

acreage can be very, very over estimated.

KATHERINE JEWELL: The tax maps came from what

Jewell Smokeless assigned the survey because Jewell
Smokeless has 156 acres.

BRUCE PRATHER: Okay .

CATHERINE JEWELL: 1 mean, they came from something

and somewhere. 1 mean, I’m aware of the topography and the
expansion and that sort of stuff, but you don’t have low
points on...somebody draws It on there is my point. But
most of the maps came from coal companies.

BRUCE PRATHER: Okay.

CATHERINE JEWELL: That’s the way they were done.

BRUCE PRATHER: But are they certified surveyed

maps?

CATHERINE JEWELL: Well the one’s that Appalachian

said...not Appalachian, Edwards and Harding did for their
gas wells are surveyed.

BRUCE PRATHER: Yeah.

CATHERINE JEWELL: And they, you know, correspond

with Jewell Smokeless.

BRUCE PRATHER: Okay .




CATHERINE JEWELL: 1 mean, you’re say...these say,

you know, well these have got a little stamp on them, |
don”t know what that stamp means, but as far as I-—-.

BRUCE PRATHER: Well, one of the problems we’ve got

with their amount of acreage that’s taxed is the fact
that...the information that these things were based on
originally is incorrect.

CATHERINE JEWELL: Oh, I know that. 1’ve been up

against the tax people. 1 am aware of how Buchanan County
runs. And, you know, most of...some of them aren’t plotted.
Yeah, you can’t rely on that. But iIn this case, the tax
maps have been put together from what was submitted, as, you
know...like I said, mining has been going on for a long
time. So, yeah, there is differences actually 1 think I have
a copy of... you can see some true differences in i1t. 1
mean, this Is Buchanan Counties tax map and this is the
actual survey. So there are true differences. But
basically, you know, it"s...1°m not relying on that. I°m
relying on a company that’s extracted the coal from under
it.

BRUCE PRATHER: Okay.

BUTCH LAMBERT: Ms. Jewell, are you saying that

your Jewell Smokeless map and the map you got from CNX don’t

match?




KATHERINE JEWELL: No, they don’t. 1It’s..._like I

said, it"s hard to...see how this has taken out here, iIt"s
hard to see how this is but when you place 1t on top you’ll
see that this...for example, let’s look at this point here.
This comes down straight line. This should be up here and
then around here. And so in this particular area iIt"s
affected that this i1s supposed to be actually above...upward
and you see that on Edwards and Hardings®™ map where they
surveyed it. You know, I don’t know where the 94 point
whatever acres comes from. | assume somebody used a deed
plotter and plotted out the surrounding properties and...lI
have no 1dea. And we aren’t told, so---.

BUTCH LAMBERT: So, what you’re saying is there’s

almost approximately a 50 to 60 acre error?

KATHERINE JEWELL: 1 don’t know how much real

acreage there is different but the rest of this property is
somewhere, okay. It"s either iIn this section or this
section. My...from looking at this it"s basically affected
K-37, J-36 and J-37.

BUTCH LAMBERT: Any other questions of this witness

from the Board?

BILL HARRIS: Yes, Mr. Chairman. [Is your property

completely covered by units?

KATHERINE JEWELL: Oh, yeah. All of these are




units...six units. Yes.

BILL HARRIS: And so all of those are CNX?

KATHERINE JEWELL: Well, the J-35 it looks like

that hasn’t been a CNX unit. It looks like Appalachian
Energy is putting one in there. So, 1 don’t know if CNX
will be moving into J-35.

BILL HARRIS: But you’re telling us then that if

you add the total acreage that you have represented on the
map that you have, 1t"s less...1’m sorry, it"s more than
what has been recorded by CNX?

KATHERINE JEWELL: Yeah, well they--—-.

BILL HARRIS: 1 just want to make sure I-—-.

KATHERINE JEWELL: Right. They state in their

applications under three...let’s see, is It three? 1 hope
these. ..l can’t you know...when they print two per page and
on each, i1t makes i1t hard to find these things. But | think
in the tract identification it should be three and Buck
Jewell Resources 94.38 acres. That’s appeared in these other
applications and I’ve, you know, 1°ve brought it out in
objections, in letters. So, | mean, something iIs wrong.

But we have minerals that have been extracted from under
this property and it"s, you know, since the 70s 1 would
assume .

BUTCH LAMBERT: Any other questions?




MARY QUILLEN: 1 just want to clarify because you

had mentioned several other units. |Is there a discrepancy
in the J-36 unit?

KATHERINE JEWELL: Yes. Yeah, that’s the one we’re

on now. Yes, there’s a discrepancy. And there’s also a
change in the...when they re-pooled they changed the
percentage. It’s not much but 1t’s, you know, 1 don’t quite
under...i1f you’re repooling this to allow for another well
in the unit then... and that’s all you’re doing then...lI
mean, It seems like if you’re coming before the Board and
saying you’re repooling, we’re repooling to also correct
assignment. I mean, 1 would think. You know, 1 just
happened to look at this because it was a courtesy copy sent
and 1 looked at it and said wow these are different.

BILL HARRIS: Mr. Chairman, let me just ask one

other question. And this i1s, Ms. Jewell, about your map.
And 1 think this was asked, 1 think Mr. Prather asked this,
if 1t was a true survey or a certified survey, the one that
you’re using?

KATHERINE JEWELL: Yeah, well according to Island

Creek It is a true...no, not Island Creek, Jewell Smokeless
it Is a true survey. |1 assumed this company, Jewell
Smokeless, would probably get into trouble if they were

mining under different peoples-—--.




BILL HARRIS: Yeah, 1 would think so. Yeah.

BUTCH LAMBERT: Is that a surveyed map or is it a

engineered stamped map that you have?

KATHERINE JEWELL: This is what 1 have.

BUTCH LAMBERT: There should be an engineer seal

down in the corner.

BRUCE PRATHER: Do any of them have metes and

bounds on there?

KATHERINE JEWELL: 1 don’t have it on here, no.

It’s just 1 asked them to send the map showing, you know,
where this property is. They did.._he did write that in 1977
they had a flood and a lot of the originals were gone, but
since they were still active on this they had copies of it.
SO—-—.

MARY QUILLEN: Mr. Chairman, just one more

question. Those are the mine maps from Jewell Smokeless, is
that what you’re saying?

KATHERINE JEWELL: Yes, ma’am. Who owns the coal

under the property, the Jawbone seam?

MARY QUILLEN: Yes, ma’am.

KATHERINE JEWELL: Okay.

BUTCH LAMBERT: Any other questions?

BILL HARRIS: 1 do have one for CNX, now.

BUTCH LAMBERT: 1°m going to ask Mr. Swartz if he




would like to address---.

BILL HARRIS: Okay, thank you.

BUTCH LAMBERT: ---Ms. Jewell’s comments.

MARK SWARTZ: Can | see the map of the green and

yellow lines on it?

KATHERINE JEWELL: This map?

MARK SWARTZ: Yes. Are you arguing that this...the

green line over here i1s wrong?

CATHERINE JEWELL: 1°m arguing that the J-36 is

wrong -

MARK SWARTZ: Well, are you arguing that this green

line on the map you’ve presented i1s right or wrong today?

KATHERINE JEWELL: This portion right here is

actually consistent, if that’s what you’re saying. If you
mean this whole green line, yeah, the whole thing iIs wrong.

MARK SWARTZ: No, 1°m asking about this whole area

over here.

KATHERINE JEWELL: Yeah.

MARK SWARTZ: Is i1t correct?

KATHERINE JEWELL: It’s i1ncorrect.

BUTCH LAMBERT: Mr. Swartz, could you turn that so

the other Board members can see for just a second. Thank
\you .

MARK SWARTZ: What 1°m asking her about is whether




or not this boundary is correct or incorrect. So, my
question is, Is this boundary correct or incorrect?

KATHERINE JEWELL: That boundary right here is

correct.

MARK SWARTZ: Okay. Because if we look at the plat

that’s in front of us today that boundary appears to be on
the plat, doesn’t i1t?

KATHERINE JEWELL: Yeah.

MARK SWARTZ: Okay. Are you saying that this piece

is right or wrong, this piece up here?

KATHERINE JEWELL: That’s wrong.

MARK SWARTZ: Okay, what’s wrong with 1t?

KATHERINE JEWELL: What”’s wrong with It is it’s

not...well, when you place this on it and we can these up
real nicely, you know, with that one you said here, the
boundary here, this...this is...for one thing this is
assigned to somebody here. John Jewell or Ethel Jewell has
a fraction coming into it. That portion that’s assigned to
them, that’s actually wrong according to these maps.

MARK SWARTZ: Just focusing on the lines, okay.

What is this? |Is this your view of what it should look
like?

KATHERINE JEWELL: Yeah.

MARK SWARTZ: Okay. If we lay this on this it




looks to me like it roughly agrees with the boundary that is
in J-36.
KATHERINE JEWELL: No.

MARK SWARTZ: Don’t you agree?

KATHERINE JEWELL: No, I don’t.

MARK SWARTZ: Okay. So, you’re saying that there

iIs a significant and substantial difference in this cutout
that you’ve made that should cause this Board to look at
this corner of this map and say it’s probably wrong. Is
that what you’re asking them?

KATHERINE JEWELL: Yeah.

MARK SWARTZ: Okay. How much of your tract...strike

that. Who owns this tract, do you own it or does somebody

else own it?

KATHERINE JEWELL: Buck Jewell Resources owns it.

MARK SWARTZ: Okay, is that a limited liability

company?

KATHERINE JEWELL: Yes, it is.

MARK SWARTZ: Okay. Do you have an interest in that

company?

KATHERINE JEWELL: Yes.

MARK SWARTZ: Okay, what’s your interest?

KATHERINE JEWELL: As a shareholder.

BUTCH LAMBERT: Ms. Jewell, could you speak up,




please?

KATHERINE JEWELL: A shareholder.

MARK SWARTZ: Has Buck Jewell appeared by counsel

before in front of this Board?

KATHERINE JEWELL: Yes.

MARK SWARTZ: Okay. But you’re going as a member

today?

KATHERINE JEWELL: Yeah, it said in the thing

anybody has an interest in it can come before and state...it
says right on the application.

MARK SWARTZ: Okay. Are you claiming that the

acreage that CNX has platted and identified In the tract
identifications, which is 27.75 acres, which is the piece of
the Buck Jewell tract that they believe is in this unit is
right or wrong?

KATHERINE JEWELL: What’s the acreage you have

there?

MARK SWARTZ: 27.75 acres.

KATIE DYE: Well, in the J-36 unit, the first one
you sent out 1t was 35.2...1°m sorry, 28.16 acres.

MARK SWARTZ: And my question for you is, as we

sit here today, this is a repooling...it has been replatted.
And my question for you is are you claiming that the 27.75

acre figure i1s with regard to the Buck Jewell tract unit is




right or wrong?

KATHERINE JEWELL: It’s wrong.

MARK SWARTZ: Okay. Show me your calculation.

Show me your boundaries that you (inaudible) to show what
the acreage should be in this unit.

KATHERINE JEWELL: 1 don’t have those calculations.

I have surveyed things. But I would appreciate it you could
show me your calculations of these boundaries because one of
my gquestions was you have repooled an area, what
exactly...how does that a persons...if you have a well in J-
36 and you’re putting another well in J-36, so you’re
repooling it, are you changing the unit shape of J-367?

MARK SWARTZ: We changed the percentages, which 1is

why we’re repooling. When you re...if you want to change
percentages In a unit you have to repool 1t. You have to
give notice to everybody. We gave notice to everybody. And
I’m telling you...or 1°m asking you, tell us what you claim
the acreage should be for the Buck Jewell tract in this
unit. 1Is It 27.75 acres as we’ve represented or is it
something else?

KATHERINE JEWELL: It’s something else.

MARK SWARTZ: What is it?

KATHERINE JEWELL: It has to be higher than

the. . _because this area was eliminated In that its




definitely larger than the 28.16 that was in the original
unit application. But I don’t understand the difference in
28.16. 1 mean, how did that change? What changed?

MARK SWARTZ: Here’s my question, you’ve brought

all of these maps in, you’ve brought all of these cutouts in
and you’re saying the number is wrong and 1°m saying what’s
your number?

KATHERINE JEWELL: 1 don’t have a specific number

for that.

BUTCH LAMBERT: Okay, ladies and gentlemen, please

address your comments toward the Board and not to each

other.

KATHERINE JEWELL: Oh, 1°m sorry. 1 don’t have a
specific number. 1°m showing you...l1’m asking you to
address, you know, the difference in here. But I...at the

same time you have changed the number. So, where i1s the
data showing that one of the land properties grew or you
changed the boundary of the J-36 or, you know---.

BUTCH LAMBERT: Okay, are there any questions of

the Board of either of these witnhesses?

MARK SWARTZ: 1 have one more question, your gas is

leased?

KATHERINE JEWELL: Yes, 1t is.

MARK SWARTZ: To whom?




KATHERINE JEWELL: It’s leased to Appalachian.

MARK SWARTZ: Okay. Is Appalachian, to your

knowledge, complaining about the mapping?

KATHERINE JEWELL: Well, they said lease to you.

MARK SWARTZ: No. To your knowledge, is Appalachian

that you have given a lease to for this tract complaining
about the mapping, If you know?

KATHERINE JEWELL: No, but their mapping of the

well that they have conventional well shows a different
boundary for the property.

MARK SWARTZ: That’s all 1 have.

BUTCH LAMBERT: Any questions from the Board? Mr.

Harris?

BILL HARRIS: Oh, 1°m just confused. 1°m not sure

how to approach this. And, again, this issue with the.._.you
know, 1f this i1s laid...okay, Mr. Swartz you’ve mentioned
about replotting this or this is re-platted, 1 guess is the
terminology?

MARK SWARTZ: Well, there’s a new plat, which was

(inaudible) and there were slight changes in the
percentages. It happens all the time.

BRUCE PRATHER: That’s the basis of the repooling.

MARK SWARTZ: 1t was one of the reason to repool.

BRUCE PRATHER: Yeah.




MARK SWARTZ: We can’t change percentages without

notifying people.

BILL HARRIS: Well, now I understand that, but I°m

just...well I guess I’m just confused about this percentages
changing when that happens. 1Is this due to more accurate
mapping or is this due to inclusion of surface area that
wasn”t included before. 1 guess I°m just trying to---.

MARK SWARTZ: Les, Mr. Harris i1s asking about how

the acreages are calculated and what might account for the
minor changes from one to the next.

LESLIE K. ARRINGTON: You know, we run into that

quite often. You go back and every time we look at these
plats somebody revisits them. And if they find the
slightest change those guys make that change. Do we have to
go back and redo calculations? Absolutely, we do. And at
times we have those changes. And it’s just from one
person’s view to another that says, you know, this little
point may be just a slightest bit different and we make
those changes.

BUTCH LAMBERT: Mr. Arrington, would those mapping

differences be based on a person’s view as you just said?

LESLIE K. ARRINGTON: We run a complete title

opinion on every tract and they sit down and they plot these

things and you may have come in and gotten another title




opinion from a neighbor tract and we review every one of
those and they are constantly reviewing those titles.

BILL HARRIS: Well, you know, the surface isn’t

moving and so it"s there. So, isn’t there some way to have
an absolute? 1 mean, if it"s surveyed twenty years ago and
then it"s surveyed again, | can imagine a couple of feet
here and there if...out of a large area because of survey
techniques and accuracy of equipment and tolerances, yes.
But 1°m...1 guess I’m a little confused as to how...there
should be an absolute here somewhere and I°m not sure what
that absolute would be other than someone actually going out
and surveying.

LESLIE K. ARRINGTON: And we do not survey

property. We do not do that.

MARK SWARTZ: Is Mr. Harris making an assumption

that a survey would solve all of these problems? | mean, is
that assumption one that you share, that you can go out and
survey all of these properties and get one answer?

LESLIE K. ARRINGTON: Well even i1if that...even if

you go out to survey properties unless you can get a total
agreement from all the parties, you’re never going to have
something that satisfies everyone. And plus, these acreages
that you’re seeing on tax maps, iIn deed acres, those acres

seldom ever match.




MARK SWARTZ: Have you totaled up the acreage that

Buck Jewell Resources has in the five adjoining units?

LESLIE K. ARRINGTON: Yes, we did.

MARK SWARTZ: From your records?

LESLIE K. ARRINGTON: From our records. And it does

total up to 92.37. And our title opinion, if I...the way we
normally have all this stuff put together, if you’ll look at
tract number three in this unit J-36, if you’ll look at that
where 1t says Buck Jewell Resources, LLC, it says...it
indicates that that’s a 100 acre tract and we, at this
point, for five units we’ve got 92.37 acres within that
area. And K-35 i1s not a unit that we deal with. So,
there’s some additional acres there that we don’t have
anything to do with at this thirty seconds.

MARK SWARTZ: And would the total be consistent

with a 100 acre tract as opposed which i1s your title opinion
you have as opposed to 150 acre tract?

LESLIE K. ARRINGTON: Yes, it does. And, again, 1

don”t have a copy of that title work with me so I can’t say
100% sure that’s what that tract is but that’s what that
normally means there, that that’s what the tax
identification says is 100 acres.

BUTCH LAMBERT: Ladies and gentlemen, given the

nature of the conflicting information that we have before




us, 1’m going to request that we continue this one until
October and give both parties a chance to go back and re-
look at their maps and recalculate and see If we can’t get a
better acreage figure.

KATHERINE JEWELL: Can I make one comment?

BUTCH LAMBERT: Yes, ma’am.

KATHERINE JEWELL: You know, you have available to

you maps from people who have surveyed them, coal companies.
And | would think that that would be part of the little
plats that you construct. And with respect to the 100 acres
that you are referring to, we just went through a court
trial where 100 acres became 260 surveyed acres. A 100
acres more or less was standard In your transactions.

MARK SWARTZ: We”ll be back in October.

BUTCH LAMBERT: Thank you. Ms. Jewell, too if you

don”t mind, 1f you can provide us with copies of those
certified surveyed maps we’d appreciate that as well.

KATHERINE JEWELL: If they exist, yeah.

BUTCH LAMBERT: Yes, ma’am.

KATHERINE JEWELL: 1 mean, like 1 said those were

to my knowledge plotted.

BUTCH LAMBERT: This item number will be continued

in October. 1t’s 10:30. 1°d like to take a ten minute

break...i1f everybody is agreeable to that we’ll take a quick




ten minutes.
(Break.)

BUTCH LAMBERT: Okay, the next item on the agenda

iIs a petition from CNX Gas Company, LLC to repool coalbed
methane unit FF-30. This is docket number VGOB-02-0917-
1074-02. Would the parties to testify please come forward?

MARK SWARTZ: Mark Swartz, Les Arrington and Anita

Duty .
BUTCH LAMBERT: You may proceed.

MARK SWARTZ: 1°d like to incorporate their

testimony with regard to their employment if I could.

BUTCH LAMBERT: Okay, accepted.

LESLIE K. ARRINGTON

DIRECT EXAMINATION

QUESTIONS BY MARK SWARTZ:

Q. Mr. Arrington, what did you do to notify
the respondents that we were going to have a hearing today?
A. We mailed by certified mail return receipt
on August 15, 2008 and we published in the Bluefield Daily
Telegraph on August 22, 2008.

Q- When you published what appeared in the
paper?

A. The notice of hearing and location Exhibit




Q.- Have you filed your certificates with
regard to mailing and proof of publication with Mr. Asbury?
A. Yes, we have.

Q. Okay.

ANITA DUTY

DIRECT EXAMINATION

QUESTIONS BY MARK SWARTZ:

Q.- Anita, I’m going to remind you you’re under
oath, okay?

A. Okay .

Q. What is the reason that this is being
repooled?

A. First of all for a second well and also for

a change in..._.we divided a tract. Tract 1E was previously
0.68 acres owned by Coal Mountain and Burton Vance with a
title conflict with VDOT. And we realized that Tract 1A
should actually...or 1E should actually be divided into two
tracts with two owners. And we added tract 1J. So, now 1E
is 0.31 acres and 1J is 0.37 acres, which totals 0.68 that
1E was originally.

Q- Okay. And 1J and 1E if you look at the plat

are essentially the tracts that kind of go along Route 634,




is that right?
A. Yes.
Q- And what you did originally, 1E was the

combination of what i1s shown as 1E and 1J now?

A. Yes.

Q.- And you’ve broken that out to get the title
straight?

A. Yes.

Q. Okay.

LESLIE K. ARRINGTON

DIRECT EXAMINATION RESUMES

QUESTIONS BY MARK SWARTZ:

Q.- Mr. Arrington, with regard to the second

well, 1’11 address that issue with you, okay?

A. Okay .
Q. What kind of a unit is this?
A. This is an Oakwood unit. It has 89.46

acres In it. It’s a makeup unit between the Oakwood and
Middle Ridge fields.

Q. Okay. And does it have an existing well in

A. FF-30.

Q- Okay. And did you provide the Board with a




cost information that was submitted for FF-30 when this was

originally pooled?

A. Yes. It was $230,789.28. FF30-A is
$253,650.29.

Q. Okay. And what is the proposed depth of
FF-30A?

A. 1610.

Q- Okay. Do you have a permit for that yet?

A. No.

Q.- Okay. If you look at the plat, are both of

these wells within the drilling window?
A. Yes, they are.
Q. And is FF-30 in the very northern edge...on

the northern edge of the drilling window?

A. Yes, It is.

Q. And then FF-30A i1s some distance south of
that?

A. Yes, It is.

Q- Okay. Are these located in relation to

mining at all?

A. No.

Q Or is 1t just infill drilling?

A. Infill drilling.

Q Okay. Are these two wells the requisite




distance apart?

A. Yes.

Q- Okay. Did anyone participate in the first
wel 1?

A. No.

Q.- And are you asking that the Board give the

respondents an opportunity to again participate but with
regard to the second well only?

A. Yes.

Q.- And with regard to folks who might be
deemed to have been leased concerning the second well, what
are the lease terms that you are currently offering?

A. Five dollars per acre per year, five year
pay up term and a one-eighth royalty.

Q- Is 1t your opinion that drilling a second
frac well---? This i1s a frac well, right?

A. Yes, It is.

Q.- -——in the drilling window of this unit is a
reasonable way to increase production and recovery from this
well?

A. Yes, 1t will be.

Q.- And is i1t your further opinion that if you
combine the pooling order that was previously issued with

the leasing efforts that CNX has been successful in the




correlative rights of all owners and claimants will also be
protected in this second well?
A. Yes, they will.

MARK SWARTZ: That’s all 1 have, Mr. Chairman.

BUTCH LAMBERT: Any questions from the Board?

(No audible response.)

BUTCH LAMBERT: Do I have a motion to approve?

MARY QUILLEN: Motion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: 1 have a motion and a second. Any

discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying

yes.
(A1l members signify by saying yes, but Katie

Dye.)
BUTCH LAMBERT: Opposed?

KATIE DYE: Abstain.

BUTCH LAMBERT: One abstention. Approved.

MARK SWARTZ: Thank you all.

BUTCH LAMBERT: The next item on the docket is a

petition from Equitable Production Company for a
disbursement of funds from escrow and authorization for

direct payment of royalties on a portion of Tract 1, well




501853. This will be docket number VGOB-00-0516-0815-02.
All those parties wishing to testify please come forward.

JIM KAISER: Mr. Chairman and Board members, Jim

Kaiser and Rita Barrett on behalf of Equitable Production
Company .

BUTCH LAMBERT: Seeing no others. Mr. Kailser, you

may proceed.

JIM KAISER: Mr. Chairman, we are here today on

this matter to disburse some escrow funds from part of Tract
1 in the unit for this well, which is 501853, and that
will.._.that disbursement will include Gaynell Johnson, Carl
Edward Sampson, Teresa K. Patrick, Freddie and Darlene B.

Johnson and Range Resources-Pine Mountain.

RITA BARRETT

DIRECT EXAMINATION

QUESTIONS BY JIM KAISER:

Q.- Ms. Barrett, could you state your name and
who you work for?

A. I’m Rita McGlothlin Barrett. |1 work for
Equitable Production Company.

Q.- And we filed this petition on behalf of
these respondents to have this money disbursed from escrow,

correct?




A. That”s correct.

Q.- And all parties have been notified as
required by statute?

A. Yes.

Q. And the petition includes the royalty split
agreements between the parties, correct?

A. It does.

Q- And the petition includes the Board will
need to keep the escrow account for Tract 1 open because
this doesn’t take care of the entire tract, correct?

A. That”s correct.

Q. And then we would direct the Board to the
last page of the application which Is our spreadsheet
showing the amounts as of April 30, 2008, correct?

A. That”s correct.

Q. And our totals and the banks totals match
up as of that date, right?

A. They do.

Q.- And then, of course, the owner®s percentage
of escrow, the next to the last column moving to the right,
that is the percentage that the Board will want to key on
for disbursement purposes, is that correct?

A. That”s correct.

Q. Okay. And so we’re asking the Board to




disburse based upon those owner and escrow percentages, all
money that is currently in the account and then also have
the order include a provision for these particular interest
owners for their payments to be paid directly to them on a
future basis?

A. That”s correct.

JIM KAISER: Nothing further of this witness at

this time, Mr. Chairman.

BUTCH LAMBERT: Any questions from the Board? There

will be no questions. Do you all have a motion to approve?

DONNIE RATLIFF: 1711 so move, Mr. Chairman.

BRUCE PRATHER: Second.

BUTCH LAMBERT: 1 have a motion and a second. All

in favor say yes.
(Al members signify by saying yes.)

BUTCH LAMBERT: Those opposed?

(No audible response.)

BUTCH LAMBERT: Approved. The next item on the

agenda is a petition from Equitable Production Company for
disbursement of funds from escrow and authorization for
direct payment of royalties on Tract 2, well 535686. The
docket number is VGOB-06-0117-1568-01. All parties wishing
to testify come forward.

JIM KAISER: Mr. Chairman, again, Jim Kaiser and




Rita Barrett for Equitable Production Company.

BUTCH LAMBERT: Seeing no others. You may proceed,

Mr. Kaiser.

JIM KAISER: In this particular petition we have

two parties who have come to a royalty split agreement,
Lydia Victoria Newberry and Range Resources-Pine Mountain.
This affects tract two in the unit for 535686 and would
allow for tract two to be taken out of the Board’s escrow,
these are the only two parties in that unit. Again, the
application includes the royalty split agreement between the
parties. It includes a new Exhibit E which shows the
remaining tracts iIn the unit that are still subject to
escrow and that includes our spreadsheet which shows our
numbers and Equitable’s numbers balancing. 1711, again,
direct you to the next to the Ilast column iIn the
spreadsheet for purposes of future disbursements since this
escrow figure is good as of June 8 of this year and again
ask that the Board disburse based on those %ages as to
what”s in escrow now and then pay directly to these two
parties on a going forward basis.

BUTCH LAMBERT: Mr. Kaiser, what was Exhibit E?

JIM KAISER: Huh?

BUTCH LAMBERT: Exhibit E?

JIM KAISER: You don’t have that?




RITA BARRETT: It’s not in this one either.

JIM KAISER: Do you have that one Mr. Asbury?

DAVID ASBURY: We have a faxed copy of Exhibit E

with Lydia Victoria Newberry and Range Resources-Pine
Mountain.

JIM KAISER: Well, let me give you this one.

DAVID ASBURY: Yeah, that was just received.

JIM KAISER: That just shows whose remaining for

escrow in the unit.

DAVID ASBURY: Mr. Chairman, our Exhibit E shows

Tract 1 with Yellow Poplar Lumbar and Willard Newberry and
Audrey Newberry in Tract 3. And then the coal estate we
have Pine Mountain Oil and Gas and in 3 we have Pine
Mountain Oil and Gas.

JIM KAISER: Right. So that’s sort of what’s...

that’s the state of the escrow that’s left In the unit,
that’s why we provide that to you and it should have been.
So, that was In your package?

DAVID ASBURY: It was a fax, yes, that’s correct.

JIM KAISER: Okay. You should be getting that in

all of them.

BUTCH LAMBERT: Any other questions from the Board?

DAVID ASBURY: Mr. Chairman, there iIs one question

with the fax, we have Lydia Victoria Newberry, is this the




same as Ferrel and Vickie Newberry? Is that the---?

RITA BARRETT: 1’11 have to look at that exhibit.

JIM KAISER: That shouldn”t be on there unless they

own an interest in one of those two.

MARY QUILLEN: Well, there’s no Tract 2 listed.

JIM KAISER: Wwell, we took Tract 2 out.

RITA BARRETT: That’s because Tract 2 is not in

there. Tracts 1 and 3 should remain in escrow.

JIM KAISER: Yeah, what Exhibit E should represent

to any of these applications is what’s left with escrow iIn

the unit.

DAVID ASBURY: Tract 2 was extracted.

JIM KAISER: That would give you the status quo,
right?

RITA BARRETT: Right.

DAVID ASBURY: Right.

BUTCH LAMBERT: Any other questions from the Board?

(No audible response.)

BUTCH LAMBERT: Do I have a motion to approve?

PEGGY BARBAR: Motion to approve.

MARY QUILLEN: Second.

BUTCH LAMBERT: 1 have a motion and a second. Any
discussion?

(No audible response.)




BUTCH LAMBERT: All in favor, signify by saying

yes.
(Al members signify by saying yes.)
BUTCH LAMBERT: Opposed?

(No audible response.)

BUTCH LAMBERT: Approved. Thank you.

RITA BARRETT: Thank you.

BUTCH LAMBERT: The next item on the agenda is a

petition from Equitable Production Company for disbursement
of funds from escrow and authorization for direct payment of
royalties on Tract 3, well 702914, docket number VGOB-93-
0420-0367-01. All those parties wishing to testify please
come forward.

JIM KAISER: Mr. Chairman, again, Jim Kaiser and

Rita Barrett. This particular well or this particular unit,
this 1s Tract 3. This Is the exact same parties, Ms.
Newberry and Range Resources again, exact same document 1is
included in the application. Tracts 1 and 2 are still
subject to the Board’s escrow. Tract 3, as you can see, IS
a extremely small amount, but, you know, we’re trying to get
these done at the respondent’s request. | don’t know why we
didn”’t do these two together. Well, i1t probably would have
confused things.

RITA BARRETT: Well, the money would have been




different. I1t"s different wells.

JIM KAISER: Yeah. So, in this particular case,

we’ve got $8.67 going to the Newberrys and $2.89 going to
Range Resources-Pine Mountain. But, again, draw your
attention to the owner®s percentage of escrow and ask that
the order disburse based on that and disburse going forward
directly to these two respondents.

BUTCH LAMBERT: Questions from the Board?

SHARON PIGEON: That sub-account doesn"t need to be

maintained, correct?

JIM KAISER: Correct. Thank you. It must be a

insy tiny little tract in there.

RITA BARRETT: Yeah

DAVID ASBURY: We appreciate you trying to clean

this up. We really do.

SHARON PIGEON: Making a record here.

BUTCH LAMBERT: Do I have a motion to approve?

MARY QUILLEN: Motion to approve.

BUTCH LAMBERT: Second?

PEGGY BARBAR: Second.

BUTCH LAMBERT: All in favor, signify by saying

yes.
(Al members signify by saying yes.)

BUTCH LAMBERT: Was there any discussion?




(No audible response.)

BUTCH LAMBERT: All opposed, signify by saying no.

(No audible response.)

BUTCH LAMBERT: 1t’s approved.

RITA BARRETT: Thank you.

BUTCH LAMBERT: The next item is a petition from

Equitable Production Company for disbursement of funds from
escrow and authorization for direct payments of royalties on
Tract 6. The docket number is VGOB-07-0821-1989-01. All
parties wishing to testify come forward.

JIM KAISER: Mr. Chairman, Jim Kaiser and Rita

Barrett. In this particular unit, this takes care of Tract
6. The parties that are subject to the royalty split are
Wayne and Geneve Rhiner and Standard Banner Coal. They®ve
both received notice. The royalty split agreement between
the parties i1s attached to the application, as Is your
Exhibit A outlining the escrow accounts on a tract by tract
basis that still exists in the unit. And then you have your
spreadsheet there at the end where they’ve agreed to a 50/50
split agreement in this case and we have our figures and the
Banks. . .Wachovia’s figures matching as of 5/31/2008 and we’d
ask that the Board approve this disbursement and dismiss
based on owner percentage in escrow...or disburse based upon

owner percentage In escrow and then on an ongoing basis




disburse directly to these two parties and the escrow
account for Tract 6 could be closed out.

BUTCH LAMBERT: You did say Exhibit E, Mr. Kaiser?

Did you say Exhibit E or A?
JIM KAISER: It should be E. Is there an A?

BUTCH LAMBERT: 1 thought you said A.

RITA BARRETT: 1 think he did.

JIM KAISER: 1 don’t know. 1 might have. |1 meant

BUTCH LAMBERT: Okay.

JIM KAISER: Sorry.

BUTCH LAMBERT: Thank you.

JIM KAISER: 1 had a tooth pulled yesterday, |

might be saying a lot of things.

BUTCH LAMBERT: Any questions from members of the

Board?

BILL HARRIS: Just a quick question, Mr. Chairman.

My Exhibit E has a page three of four and four of four that
are blank.

RITA BARRETT: 1 saw that Mr. Harris. 1 think what

happened is whoever printed this just failed to do a
print—--.

BILL HARRIS: Just delete those?

RITA BARRETT: A set print and then i1t just




printed loose additional pages.

BILL HARRIS: Okay. 1 just didn’t...I wanted to

make sure--—-.

JIM KAISER: Yeah, there should only be two.

RITA BARRETT: Yeah, there should be just two

pages.

BILL HARRIS: Thank you. | just wanted to make

sure we weren’t missing something. Thank you, Mr. Chairman.

BUTCH LAMBERT: Any further questions?

(No audible response.)

BUTCH LAMBERT: Do I have a motion to approve?

MARY QUILLEN: Motion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: 1 have a motion to approve and a

second. Any further discussion?
(No audible response.)

BUTCH LAMBERT: All in favor, signify by saying

yes. (A1l members signify by saying yes.)
BUTCH LAMBERT: Opposed, no?

(No audible response.)

BUTCH LAMBERT: Approved. Thank you.

RITA BARRETT: Thank you.

BUTCH LAMBERT: The next item on the agenda is a

petition from Equitable Production Company for disbursement




of funds from escrow and authorization for direct payment of
royalties on Tract 4, docket number VGOB-93-0119-0309-02.
All parties wishing to testify come forward.

JIM KAISER: Jim Kaiser and Rita Barrett, again,

Mr. Chairman.

BUTCH LAMBERT: Seeing no others. You may proceed,

Mr. Kaiser.

JIM KAISER: Okay, this i1s the parties that we had

back In item sixteen. This is obviously a different well, a
different tract within that unit. Again, your application
includes the royalty split agreements between the parties
seeking disbursement, an Exhibit E that shows the remaining
escrowed parties iIn Tract 4. So, this is a portion of Tract
4. So that escrow account will need to be kept open in this
particular case. And then last but not least, our
spreadsheet showing the owner percentage In escrow and the
matching amounts between Wachovia and Equitable as of
3/31/2008. And we would ask again that these escrowed
parties have their share disbursed based upon the owner
percentage and then disbursed directly to them on a going
forward basis.

SHARON PIGEON: Do you agree with that?

RITA BARRETT: 1 do.

JIM KAISER: It"s just easier for me.




RITA BARRETT: What am I here for?

JIM KAISER: We"re just giving them their money.

There®s nobody objecting to this.

BUTCH LAMBERT: Any questions of the Board?

(No audible response.)

BUTCH LAMBERT: Do I have a motion to approve?

MARY QUILLEN: Motion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: All in favor, signify by saying

yes.
(Al members signify by saying yes.)
BUTCH LAMBERT: Opposed, no.

(No audible response.)

BUTCH LAMBERT: Approved. Thank you.

RITA BARRETT: Thank you.

BUTCH LAMBERT: The next item is item twenty-five.

It’s a petition from Equitable Production Company for
pooling of coalbed methane drilling unit VC-537050. This is
docket VGOB-08-0916-2326. All parties wishing to testify
come forward.

JIM KAISER: Mr. Chairman, Jim Kaiser and Rita

Barrett on behalf of Equitable Production.

BUTCH LAMBERT: Seeing no others, Mr. Kaiser, you

may proceed.




JIM KAISER: Thank you.

RITA BARRETT

DIRECT EXAMINATION

QUESTIONS BY JIM KAISER:

Q.- Ms. Barrett, if you’d state your name for
the Board, who you’re employed by and in what capacity.

A. Rita McGlothlin-Barrett. | am employed
with Equitable Production Company as a landman three in the
Big Stone Gap, Virginia office.

Q- And do your responsibilities include the
land involved here and in the surrounding area?

A. They do.

Q.- And are you familiar with the application
that we filed seeking to pool any unleased interests in this
unit?

A. I am.

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

A We do.

Q. Prior to filing of the application, were
efforts made to contact each of respondents and an attempt
made to work out a voluntary lease agreement?

A. Yes.




Q. Okay. What percentage is under lease to
Equitable within the gas estate in this unit?

A. 0%-

Q. And do you want to explain that or do you
want me to explain it?

A. No, 1’11 explain it. This is the...you
guys are Tamiliar with the Galley Friend trustee. 1It"s
unknown/unlocateable estate.

Q. Yeah, it’s the Yellow Poplar. They are
very familiar with that. So, and what percentage of the
coal estate is under lease to Equitable?

A. We have 40.94%.

Q. And all unleased parties are set out at
Exhibit B-3?

A. They are.

Q. And so that leaves 100% of the gas estate
unleased and 59.06% of the coal estate unleased?

A. That”s correct.

Q.- And, again, we’ve testified many times
about all the efforts we’ve made to try to locate any
successors to this Yellow Poplar, correct?

A. Yes.

Q- Are you requesting this Board to force pool

all the unleased interests as listed at B-37?




A. I am.
Q.- Are you familiar with the fair market value

of drilling rights In the unit here and iIn the surrounding

area?

A. I am.

Q.- Could you advise the Board as to what those
are?

A. Five dollar bonus, a five year term and

one-eighth royalty.

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

A. Yes.

JIM KAISER: Mr. Chairman, at this time, i1f you

will allow and Ms. Barrett agrees, 1 would like to
incorporate the election testimony taken earlier today iIn
docket number

2252--—.

RITA BARRETT: 1 agree.

JIM KAISER: ---which was number five on the

docket. That was the first pooling 1 did.
BUTCH LAMBERT: Yes.

Q. Let’s see, Ms. Barrett, the Board does need




to establish an escrow account in this case, correct?

A. That”s correct.

Q- And that will cover Tract 17

A. That’s correct.

Q. And who should be named operator under any

force pooling order?

A. Equitable Production Company.

Q. And what’s the total depth of this proposed
wel 1?

A. 2,153 feet.

Q- Estimated reserves for the unit?

A. 230 million cubic feet.

Q. Has an AFE been reviewed, signed and
submitted to the Board?

A. It has.

Q- And in your opinion, does it represent a
reasonable estimate of well costs?

A. It does.

Q.- Could you state both the dry hole costs and
completed well costs for this well?

A. Dry hole costs are $158,677. Completed
well costs are $416,490.
Q- Do these costs anticipate a multiple

completion?




A. They do.

Q.- And does your AFE include a reasonable
charge for supervision?

A. It does.

Q. In your professional opinion, would the
granting of this application be iIn the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A. It does.

JIM KAISER: Nothing further of this witness at

this time, Mr. Chairman.

Q. Well, wait a minute Ms. Barrett. This well
is outside the interior window, correct?

A. It is.

Q- Okay. So, I’m assuming that you will seek
a location exception in the permitting process?
A. We will.
JIM KAISER: Okay. Nothing further of this witness

At this time, Mr. Chairman.

BUTCH LAMBERT: Questions from the Board?

MARY QUILLEN: Mr. Chairman, | just have just a

question to ask Ms. Barrett, if she could restate the depth.

RITA BARRETT: Yes, it is 2,153 feet.

MARY QUILLEN: Thank you.




BUTCH LAMBERT: Any other questions?

(No audible response.)

BUTCH LAMBERT: Mr. Kaiser, is PP-3 is that inside

or on the line?

RITA BARRETT: I’m not sure, Mr. Chairman. 1 would

think that’s a..it looks like It might be..._.that’s a spike
nail.

BUTCH LAMBERT: So, is that going to be right on

the corner?

RITA BARRETT: It looks to me like 1t"s going to be

right on the corner. It could be five feet inside. I can
check and make sure.

JIM KAISER: Well, the actual well is between PP-1

and PP-3.

RITA BARRETT: Yeah.

JIM KAISER: Those are just survey points.

BUTCH LAMBERT: That’s the survey points, okay.

JIM KAISER: See the circle in between them, that’s

where the well 1is.

SHARON PIGEON: Is it on the side line there or is

it inside?

RITA BARRETT: Well the well itself is...it"s right

here.

BUTCH LAMBERT: It"s between the two. It looks like




it"s on the line.

RITA BARRETT: And the circle here and it"s in the

interior.

SHARON PIGEON: So, 1t is not iIn the window,

correct?

RITA BARRETT: ---of the grid but outside the

internal grid.

BUTCH LAMBERT: Okay .

JIM KAISER: Yeah, it"s in the unit but outside the

interior window.

RITA BARRETT: Right.

BUTCH LAMBERT: Any other questions from the Board?

(No audible response.)

BUTCH LAMBERT: Do I have a motion to approve?

MARY QUILLEN: Motion to approve.

BRUCE PRATHER: Second.

BUTCH LAMBERT: 1 have a motion and a second. Are

there any discussions?
(No audible response.)

BUTCH LAMBERT: All i1n favor, signify by saying

yes.
(A1l members signify by saying yes.)
BUTCH LAMBERT: Opposed, no?

(No audible response.)




BUTCH LAMBERT: Approved.

RITA BARRETT: Thank you.

BUTCH LAMBERT: The next item on the agenda is a

petition from Equitable Production Company for pooling of
coalbed methane drilling unit VCI-538611. This is docket
number VGOB-08-0916-2327. All those wishing to testify
please come forward.

JIM KAISER: Mr. Chairman, again Jim Kaiser and

Rita Barrett. We do have a revised set of exhibits for this
well. VCI, of course, is an iIncreased density well. So,
i1t’s the second well iIn this unit. This will be the second
time we’ve pooled this unit. We did get this one right on
the line of the interior window and more than 600 feet from
the first well, so that’s required.

BUTCH LAMBERT: Seeing no others, Mr. Kaiser. You

may proceed.

RITA BARRETT

DIRECT EXAMINATION

QUESTIONS BY JIM KAISER:

Q. Ms. Barrett, again, does Equitable own
drilling rights in the unit involved here?
A. We do.

Q- And are you familiar with the application




that we filed seeking to pool any unleased interest in this

unit?
A I am.
Q- And this 1s an increased density well?
A It is.
Q.- And we’ve previously pooled this unit for

the fTirst well, correct?

A. That’s correct.

Q. Prior to filing of this application, did
you make another attempt to lease any unleased owners within
this unit?

A We did.

Q. And wha