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BENNY WAMPLER: Ckay. Are we ready?

(No audi bl e response.)

BENNY WAMPLER: Ckay, good norning. M nane is

Benny Wampler. I’m Deputy Director for the Virginia
Departnent of M nes, Mnerals and Energy, and Chairnman of the
Gas and 0il Board; and I’11 ask the Board members to
i ntroduce thensel ves, starting with M. Brent.

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

Ri chnmond and | represent the Gas and G| Industry.

SANDY RI GGS: I'm Sandy Riggs. I’'m with the Office

of the Attorney General, and I'm here to advise the Board.

CLYDE KI NG: My name is Clyde King. I’'m from

Abi ngdon and I'm a public representative.

DENNI S GARBI S: My name is Dennis Garbis. I'm a

public menber from Fairfax County.

BOB WLSON: I’'m Bob Wilson, the Director of the

Division of Gas and G|, and the Principal Executive to the
staff of the Board.

BENNY WAMPLER: Thank you. The first item on

today’s agenda, the Board...we’ve asked the First Union Bank
officials to conme back to the Board and gi ve us an update on
the status of the Board’s escrow account. We’ll ask these

gentl enmen to go ahead and i ntroduce thensel ves.



© 00 N o o b~ w N P

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

)
1

DON BALLI NGHOFF: Absolutely. M nane is Don

Ballinghoff. I’'m from First Union’s Corporate Trust Group,
Speci alize Adm nistration, in Philadel phia, Pennsylvania, and
| have with me Patrick D xon fromthe Virginia Bank, as well.
| think the last tinme we...l was able to sit with
you gentlenen and | adies, there were a few outstandi ng
di screpanci es which we did prom se to go back and resol ve on
behal f of the Board. In light of that, we brought in a
certified public accountant, as well as an externa
consul tant at our cost, to kind of go through all the
records, all the paynents, wires, statenents, et cetera, to
make sure that we were in agreenent as to funds versus the
records of who holds such deposits. Through the end of the
May...the nonth of May, we have successfully reconciled each
deposit, each wire to each individual statenent and taken it
down to the tract |evel, where such tract |evel was provided.
As of the end of the May reporting period, the
bal ance in the account is four mllion nine one eighty-seven
and fifty-three cents (4,009,187.53). And that’s sort of
just a general overview of the account as it stands today.

BENNY WAMPLER: And you have reconcil ed

t hr ough. ..t hrough May?
DON BALLI NGHOFF: We...we have reconcil ed through
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the end of May, which would be the last nonthly deposits that
we have received. W have al so recei ved one or two checks
for the nonth of June, which are not included in that total.

BENNY WAMPLER: Okay.

DON BALLI NGHOFF: For...for reporting purposes only.

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

anything you want to provide us at this tinme before | ask the
Board if they have any questions?

BOB WLSON: Yes, please. W got a report from

Bal | i nghoff | ast Friday afternoon, which reflects the
bal ance, | believe, that he just quoted there. Each of you
have a copy of this report. It’s basically a spreadsheet
report in which they have presented a year-to-date report
showi ng all interest that has been posted to each VGOB
account, all deposits including the original transfer that
has been posted to the VEB accounts, all paynents that have
cone out and an endi ng bal ance. Wen we got this report, we
went back and did sone spot checking on it to see where we
are relative to what we had asked to be done here.

The first thing that we did, we went back and
checked with Pocahontas Gas, who had at the April neeting in
which First Union originally appeared here, and asked about

si X accounts that did not match their records. These were
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six units that they had inquired about and at that tine,
those units showed only interest postings. Wereas,
Pocahontas Gas and Conoco had actually submtted checks to go
into those accounts and they were not shown. So, we
requested information from Pocahontas on those accounts and
conpared it with the current printout and we found that of
the six accounts, one of themis in perfect balance, show ng
all the deposits that have been made and the operator’s
records balances with the bank record. One account was short
one deposit that the operator has on record that was not
added into the total, and the other four accounts still have
no deposits attributed to themat all. Again, these are the
original six accounts that we had started working on back in
April. There is a discrepancy sonewhere. The operator shows
deposits each nonth to each of those accounts. The bal ance
does not reflect anything but interest in those four
i ndi vi dual accounts.

We have ot her problens with the pay-outs which
occur at the top of the list that | gave you there. For
i nstance, the second itemis a payout on docket nunber 97-
1021-1610. The original transferred anount as of January the
1st was fifteen-oh-seven forty-one (1507.41). Wen the order

to pay out canme down, the...First...First Union sent a check
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for fifteen seventy-five seventy (1575.70) to the designated
i ndi vi dual, which represented the bal ance as of the end of
March. The Board Order actually directed that account be

cl osed out and to be paid out as of the day the check was
witten. However, it left what woul d have been a bal ance of
five oh five (505) in the account. The way this presented on
the information that we have here, there is a negative

bal ance of m nus twenty-four-oh-six (2406) in that account.
They are deposits shown of three thousand and a hundred ei ght
dollars and five cents ($3,108.05), which far exceeds
anything that has been in that account. W have
problems...we’re not able to read this to figure out exactly
how this...how this works and what it neans.

Now, | have spot checked sone of the other totals
in the accounts that are still active that do not have pay-
outs and the math seens to be correct through those, just the
ones that I’ve spot checked. There don’t seem to be any
probl enms with matchi ng the balance with the deposits plus the
i nt erest. I have not checked, of course, because I don’t
have the records, on exactly what deposits should be in each
of these individual accounts.

We have gotten to date no docunentation of the pay-

outs. W have no...no docunentation of that whatsoever. So,
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we...we actually have no way of recording these things or
respondi ng to people who nmay inquire about them
Al so, in the real mof conmunications, we sent a

|etter dated May the 25th, which each of the Board Menbers, |
bel i eve, received a copy, in which we pointed out the
requi renents of the contract and the comrunication
requi renents that we were expecting. W do not yet have any
official reports of any sort fromFirst Union. This...the
spreadsheets that we have gotten, which are basically Exce
spreadsheets that detail the account are, as | pointed out in
here, a reasonabl e comrunication tool, but there are no dates
on them They do not include the accounts that have no
bal ances in them They...they have nothing to indicate that
they are First Virginia documents. We’ve not yet received
anything from First Virginia...I’'m sorry. Please excuse me.

First Union. These are all First Union docunents. W have
not yet received anything fromFirst Union on official
stationary, nothing in the way of an official report.

We asked for, after the accounting that M.

Bal | i nghoff referred to earlier, and this nay be a tine
thing, I don’t know, we asked for a detailed report
certifying that all accounts were correct from January the

5th forward. We’ve not gotten any kind of certification on
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t hese accounts yet. W have not gotten the nonthly
accounting that we have requested, which is essential for us
to provide the proper docunentation to our clients and peopl e
who are inquiring about these accounts in which they have

i nterests.

| will say that our comrunication, our verbal
communi cation, has inproved. W have swapped E-nmai
communications. We’ve swapped phone calls. We have
certainly kept in touch a little better than we have in the
past, but we still do not have any kind of a official
reporting.

We are struggling to provide information to people
who inquire of us of these accounts because we do know t hey
are problems in the accounting that we have and we’re still
in a position that we don’t feel comfortable giving out the
i nformati on because we realize that there are problens with
some of the accounts. We don’t know if there are problems
with all of the accounts. That’s basically where we stand at
this particular nonent so far as the entire escrow project is
concer ned.

DON BALLI NGHOFF: Okay, and I guess I’11 address

those points one to one. W did go back after that Apri

meeting just to the accounts M. WIson referenced. No funds

10
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were received for those particular V@Bs. | have this and

I’'11 present this to M. W] son.

These are actual statenents

of the VGOB account. All the noneys deposited into the

actual checking account, which represents all the checks, al

Wi res...any...any check that was
deposited, is reflected on these
First Union letterhead. They’'re

statements. We’ve also noted on

cashed, or wire that was
st at ement s. They are on
official First Union

the side all wire

transaction records. The corresponding ticket, if you wll,

that posted to our records. Qur

record keepi ng system

mat ches with the accounting balance. | feel extrenely

certain to say that those particul ar deposits were never put

into the escrow account. |If they were delivered, they were
not delivered to us. So, that will be ny...in response to
the first point. | also did receive your correspondence

saying that you wanted an official statenent saying that

everything reconciled. What | was hoping to get today was as

to who that should be addressed to and the actual content

that you would like to see in that statenent. | wll be

providing that to you this week.

said, | just want to nmake sure |

Hopefully, we’ll...like I

have the proper content,

format and who this should be addressed to, whether it be to

the Board directly or to Mr. Wilson’s office. As I said, all

11
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t he paperwork has been done. Everything is conpleted. W
have all the backup documentation and we’ll be submitting
that, you know, once...so, should that be directed to your
office or should that be directed to the Board itself?

BENNY WAMPLER: It should be directed to M. WI son.

DON BALLI NGHOFF: Okay. So, I’1ll be sending that

via UPS to your office in Big Stone Gap. So, you’ll have
that by the end of this week.

PATRI CK DI XON: Is there sonmething in terns of

content that you’re specifically looking for that isn’t
currently provided by the...by the spreadsheet or by the
mont hly statenent that you received, or is it---?

BOB WLSON: Wl |l ---.

PATRI CK DI XON: I’11 let you address that.

BOB WLSON: First of all, the spreadsheet is the

only docunentation we have received. That...that is the only
report we have had and we’ve actually made some assumptions
about that because, like I say, they haven’t been dated and
this sort of thing. W need actually a conpl ete breakdown on
t hese transactions each nonth. In other words, we would need
a nonthly statenent providing a beginning balance in that
particul ar VGB account, any checks that have been deposited

to that account, any interest that has been attributed to

12
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t hat account, any charges that has been placed on that
account and pay-outs and such, and an endi ng bal ance of that
account for that nonth.

DON BALLI NGHOFF: I'm sorry to interrupt you. Would

that be a one sheet for VGB? |In other words, we have VGOB
1, here’s its statement. VGOB 2, here’s its statement. Is
that...a four hundred (400) page report, is that the, you
know, format?

BOB WLSON: W have...that is the fornat that we

have gotten in the past. W can...| think we can negotiate a
format that will satisfy your operation and our needs under

the contract and our needs as far as the information is

concer ned.

DON BALLI NGHOFF: Unh- huh. Yeah, the for...formt
i's, you know...if you need individual...if you need
individual sheets that...that’s not a problem. That’s more a

techni cal issue of where the break on the reporting, if there
is any. If it satisfies your office nore thoroughly to have
it that way, that can certainly be provided that way.

BOB WLSON: If the information is conplete, then we

can...we can cone up with the format, like | say, wll fit
into your system and satisfy the---.

DON BALLI NGHOFF: Ri ght.

13
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BENNY WAMPLER: You’re not looking for individual

pages, you’re just looking for the information?

BOB WLSON: Exactly.

BENNY WAMPLER: If it was on a spreadsheet and

certified that that was an accurate statenent for that
month’s transactions---.

BOB WLSON: In...yes. In the past, we have gotten

a spreadsheet type device that was printed on, again,

of ficial bank paper. It was |like a watermark behind the
spreadsheet. And we have al so gotten individual pages for
each of these accounts.

PATRI CK DI XON:  Ckay.

DON BALLI NGHOFF: Because |...perhaps what | would

li ke to, you know, propose is sonething along those |ines.
We’ll actually...we’ll print it out. We’ll put on our
letterhead with...since we don’t have individual fund
accounts for these. You know, we have themall on one...in
one escrow. Perhaps 1’11 propose a format whereby we put the
information, the basic content to provide you on the
spreadsheet, as opposed to sending it to you electronically,
| wll actually print that out. | will certify it with a

signature and acconpany that with the official bank

statenents showing all the deposits nmade to your account so

14
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you’ll be able to judge it that way as well. So, you’ll see
the actual wires, checks, deposits, along with the record
keeping backup, if that would suffice. That’s certainly
doabl e.

BOB WLSON: And, again, we need these in a manner

as described in the contract.

DON BALLI NGHOFF: Yes.

BOB WLSON: | would suggest that we all get our

heads together on that contract and nake sure that we are
sticking with the absolute requirenents of that insofar as
reporting i s concerned.

PATRI CK DI XON: What woul d be your suggestion as to

resolving our difference of opinion concerning, and we’ll
just pick the Pocahontas Gas---.

CLYDE KING Could you speak up a little?

PATRI CK DI XON: What woul d be your suggestion on

resol ving the disputed anmounts for Pocahontas Gas, for
exanpl e, where we show that account as bei ng reconcil ed,
whereas your information disputes that? How should we---7?

BOB WLSON: That will have to be done between the

bank and the operator. This...again, I'm aware of this
situation. I don’t know if there are others. Any time you

have one m stake, there are probably others since they were

15
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kind of randomy picked out of the group. But that would

have to be worked out between the bank and the operator,

whoever they may be. | checked after | had gotten the
information fromthem | called back and they have records
showi ng that these accounts received deposits. | think, and

| stand to be corrected on this, but |I believe the early
one...one of the earlier ones went in by check and the others
went in by wire transfer. But they have records show ng that
t hese deposits have been nade, they have been accepted, but

t hey have not been attributed to these accounts. Now, if
this is in anyway incorrect, | hope sonebody will conme up and
correct ne on that.

DON BALLI NGHOFF: And to that point, there is only

one wire transfer that we’ve received documentation for?

That is in the account that we have...we have not received

funds for and there’s only one of that. So, like I said,
we’ve...I have here for your...you know, your review, the
actual copy of the statements. You’ll see on there all the

automated credits and the correspondi ng deposit into the
record keeping system So, if it was...if it was a wre
credit, it has been accounted for. As---.

BENNY WAMPLER. M. Swartz, did you have sonet hi ng?

MARK SWARTZ: On this spreadsheet that we’re talking

16
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about on the Pocahontas Gas list, the one that Les prepared
for you or Anita, from March forward, including March to
date, all of those deposits were wire transfers and they have
the funds back. Before that, we were witing checks. So,
mean, you should have the wire transfers that di sappeared
into the (inaudible), you know, or you have them

DON BALLI NGHOFF: Right. And, yeah, the wire

transfers actually go right into the account. They don’t

come through my office. So, it’s not a case---.

MARK SWARTZ: | understand. Right.

DON BALLI NGHOFF: Right. I’'m just...it’s not a case

of msposting, if you wll. So, |I think that m ght be...
know Anita and | have started comruni cation as far as, you
know, di ggi ng deeper into these particular VGOBs. So, we are
very well aware of them Qur primary concern was...the first
assumption was error was on our part. You know, that’s kind
of how we al ways approach things, you know, to nmake sure the
error, you know, was not on our part. W feel pretty certain
at this point that we have accounted for all deposits. So, |
know Anita and | have started comruni cati ons about, you know,
these particular items and we’re moving forward on those as
we go. So, perhaps we can speak also...since they’re wire

transfers, if | can go back and naybe speak with Bill Janes,

17
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| think, who coordinates the wire transfers for you and work
with himdirectly as well on these particular itens.

BOB WLSON: These things need to be addressed as

they come up and if there are problens that you need us to
get involved in, we need to know that right away.

DON BALLI NGHOFF: No, and that’s very well

understood. But based on our |ast Board neeting, | did not
feel 100 percent confortable in nmy position to go back
and...you know, | wanted to be sure that we had everything
accounted for and accounted for properly prior to
doing...prior to, you know, wasting, you know, their tinme or,
you know, based on if | had that information. So, now that |
have...at least | know | have a solid footing under ne, |
think I can report nmuch nore efficiently than | coul d have
based on our |ast neeting here in April.

BOB WLSON: Let ne ask a question. Wen you

achi eve bal ance in the account, did you...did you bal ance the
mast er account agai nst incom ng and outgoing or have you
actual ly gone through each individual VGB account and
totaled all those transactions and gotten a bal ance on that
agai nst the master?

DON BALLI NGHOFF: We have gone through every single

statement and check that has come in and we’ve...we’ve

18
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verified that; A the funds have been deposited; B) that
they were deposited to the correct VGB and, if identified,
tract nunber; a nonth by nonth, check by check, wire by wre.

So, we’ve done this on an individual basis. It was about a
three...about three to four week process to actually go
through all of this paperwork. W felt that was the only way
to make sure that we were in the correct position. So,
we...we invested tinme to do it that way. So, it...to answer
your question, we went through individual by individual,
nmont h by nont h.

BOB WLSON: And you have added up the funds...total

funds in the individual accounts---?

DON BALLI NGHOFF: That’s correct, sir.

BOB WLSON: ---and bal anced that against---?

DON BALLI NGHOFF: That’s correct, sir. When we went

t hrough, we found there were two instances in the year 2000
where funds were posted to a wong VGOB. The last two digits
were transposed and there were only two instances of that.

So, those have since been corrected and we feel very
confortable that any funds deposited to the Virginia Gas and
Oil Board’s account are recorded correctly. I also have for
your review another statenent that details down to the tract

| evel , where tracts has been identified, the activity.

19
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Let’s see, this also...so, that might provide you a
l[ittle bit nore detail. You can take a ook at this. This
is asimlar report that was witten. W can provide this to
you as well on a nonthly basis. So, if you find this as a

useful tool, I'"11 be glad to include that in the package as

wel | .

BENNY WAMPLER: M. Gar bi s?

DENNI S GARBI S: Excuse ne. \Wen did your contract
start?

CLYDE KI NG January 1.

DON BALLI NGHOFF: We transferred the m ddl e of
January.

DENNI S GARBI S: January. And today is...so, you’ve

had roughly five and a half nonths to kind of get your feet
on the ground. It would appear to ne that the (inaudible)
that you’re having here should have been done behind the
scenes, you know, nonths ago. Quite frankly, M. Chairnman,
I'm concerned, and here we are this far into it and we’re...I
mean, there’s a lot of questions that...that are unanswered.
As you know. ..l nean, this noney is not your noney, not ny
money, it’s the people there in the audience and we have a
fiduciary responsibility to insure that that noney is

accounted for down to the penny, and I’m...I’m concerned

20
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t hat, anongst concerns that have been raised, that we
have...well, M. King just pointed out, it looks |ike on the
first sentence there, do we have an addition problem over
there? |If you have a deposit of $11,000 and you take away
four, | nean, just doing sonme heavy math...is there...are we
m ssing sonething here? | nean, if...are you follow ng
what...what we’re saying?

DON BALLI NGHOFF: Yeah, I'm following what you’re

sayi ng.

DENNI' S GARBI S: Yeah. So, apparently there m ght be

an error there and if there’s an error on the first sentence,
who knows what other errors, and we fired the |ast people in
hopes of getting a better product in a nore tinely and nore
responsive information and I don’t know if we’re heading in
the right direction.

BENNY WAMPLER: Well, that’s why we’re here today,

of course, is because we have had some concerns and we’ve...
you know, we’ve communicated those concerns both orally and
inwiting and M. WIson has engaged in ongoi ng
conversations with Ballinghoff, you know, |eading to and up
to today.

DENNI' S GARBI S: Uh-huh. Not...not a very inpressive

start, | mght add.

21
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PATRI CK DI XON: Wl |, we have every...we have every

interest to invest the resources, as well as the people and
we very definitely have the capabilities to deliver a product
that will neet your needs. | think what we have had is a
l[ittle m sconception of, and it wll be squarely resting on
our shoulders, is exactly the reporting format that it needed
to be in, and quite frankly it is a...it is a new process for
us. Yes, it is six nonths into the...to the...to the
relationship, but we do feel |like that we do have the
capabilities to respond accurately and appropriately. |
think we need to invest nore tine behind the scenes in

under standing the day to day needs and we just haven’t done
that yet and we’ll...we’ll make every effort to that.

DENNI S GARBI S: Did you understand what was required

during the process that you were submtting your proposal s?

PATRI CK DI XON: Well, we certainly thought we did.

We woul d have not have spent as much tine anal yzi ng our fee.
We obvi ously went through an interview process with the
commttee and felt |ike we had a cl ear understandi ng about
how to report the informati on and how the information was
going to cone to us; how the checks and the wires and what
was going to be required on the back end in terns of an

accounting systemthat had four |evels of conmunication in
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it. So, we very definitely felt Iike we had the resources
available to provide the information. It hasn’t...it hasn’t
turned out to be exactly what we thought it was going to be,
and so, I think we’ve haven’t been able to provide the
information in the format that you would like to see it.

Qovi ously, the discrepancies about whether an operator has
sent us particular funds and what we have received, those

have to be worked out with the operator.

DENNI S GARBI S: Yeah, that’s pretty fundamental. At

that rate, | nean, think you woul d---.

PATRICK DI XON: It absolutely is. It absolute...you

can’t provide the other until you’ve got that worked out.
So, we’ve got to do that and we realize that. And so,
we’ll...we’ll endeavor with every resource we have to get

t hose squared away and then report it in a format that is
both useable for, not only the staff, but the Board as well.

CLYDE KING M. Chairnman?

BENNY WVAMPLER: M. Ki ng?

CLYDE KING So, why has it taken six nonths? |If

you’ve got the resources, and we assumed you did or we
wouldn’t have awarded you the contract to do it, and here
we’re having...Mr. Wilson is having to spend a | arge anount

of tinme trying to get...and we get a report that has
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got...the first line on it has got a discrepancy in it. 1It’s
very di sappointing to ne.

DENNIS GARBIS: | also mght add, | nean, if you

want to make this thing in a readabl e and useabl e format,
don’t forget our...we have to consider the people in the
audience. They...they’re going to have...I mean, this is

public information, obviously, because it’s their money.

They need to be able to look at it and say, yes, | nean, |
understand what’s going on. So, | nean, keep that in mnd
al so.

BENNY WAMPLER: Any ot her questions or coments?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

DON BALLI NGHOFF: No, | think we have a cl ear

understanding of, you know, Mr. Wilson’s expectations and
needs and we are very well prepared to neet those needs.

DENNI' S GARBI S: So, when are going to get this thing

fixed?

DON BALLI NGHOFF: It’s fixed.

DENNI' S GARBI S: I’'m sorry?

DON BALLI NGHOFF: What . ..when what particularly---7?

DENNI S GARBI S: When will we have---7?

DON BALLI NGHOFF: \What specifically?
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DENNI S GARBIS: ---the corrections in place, the

systemis in place and---7?

DON BALLI NGHOFF: The systemis in place. There

were just sone concerns expressed by the Board that sone of

t he accounting issues, or sone of the record keepi ng, was not
accurate. We took the tine to go back and spend nore tine
verifying everything that we had input up to that point which
set us back, like | said, three to four weeks in our
processes in that---.

BENNY WAMPLER: We’re not...we’re not trying to be

mean, but just like M. King pointed out and M. Garbis, you

know, your very first line you...you bring to us a CPA report

that’s---.

DON BALLI NGHOFF: That - - -.

BENNY WAMPLER. ---and it has got errors in it and,
you know, the competence level is what we’re talking about

now.

DON BALLI NGHOFF: And | understand that and

that’s...which I...when that report got translated down into

Excel readable format, sonething nust of happened with...and

| understand...| certainly understand your concern and your
| ack of confidence in that. W thoroughly understand al so as
well what the report requirements are. So, we’ll be...the
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reporting requirenents will be in place when we report to you
this month’s activity. It will no longer be in that format.
It will be in something that’s suitable...okay with Mr...Mr.

Wilson’s office.

MASON BRENT: M. Chairnman---7?

CLYDE KING What does, on the back page,

unl ocat eabl e nean?

DON BALLI NGHOFF: Those are checks when we receive

themfromthe operator and there is no VGB given. That is

the exact registration on the check and/or statenent. In
conversations with Mr. Wilson, we’ve...we now understand that
those will be returned back to the operator. Qur concern was

we thought that, as you said, this is the people’s money, so
we wanted to invested it to get it working for them as

qui ckly as possi ble and as such register...registered them
exactly as listed on the statenent and/or check for record
keepi ng purposes. Fromthis point forward, there will no

| onger be any unl ocateable type registrati on accepted.

BENNY WAMPLER: M. Brent?

MASON BRENT: | was just going to suggest that we

invite these two gentl enen back next nonth to report on the
bal ances, or the deposits, that still seemto be floating

around in cyber space sonewhere---.
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DON BALLI NGHOFF: Sur e.

MASON BRENT: ---and on the report.

BENNY WAMPLER: You know, I think that’s...that’s

definitely what we need to do is to have you to cone back
until we get this right because it has to get...you know, we
have to have that right. You want us...you know, you want to
feel good about what you’re doing. Obviously, we’re
not...we’re not enjoying bringing you back here every month,
obviously, to beat on you either, but we have to get this
right. W have a contract that...that says it will be right
and that’s all we’re asking for is a valid contract.

DON BALLI NGHOFF: Sure. And that’s understandable.

PATRI CK DI XON: What is the date of that neeting?

The date of the next month’s meeting.

BENNY WAMPLER: The third Tuesday.

PATRI CK DI XON: The third Tuesday.

JIM KI SER: The 18t h.
MARK SWARTZ: M. Chairnman---7?

BENNY WAMPLER: M. Swart z.

MARK SWARTZ: ---you know, with regard to the six

accounts, or the five of the six accounts on the
spreadsheets, as far as we’re concerned, you know, they’re

not fixed because we don’t understand why there’s a
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difference and | think, you know, we need to see what the
bank is using when they allocate these wire transfers because
I suspect that’s where we should start to determine if the
funds have perhaps been m sapplied. But, you know, from our
standpoint, they’ve got one balance and we’ve got another.

BENNY WAMPLER: Ri ght .

MARK SWARTZ: And there’s...you know, there’s a

pr obl em

BENNY WAMPLER: Well, we can’t have that. That’s

what we’re talking about.

MARK SWARTZ: Right. And it’s...and so...because

we'’re trying to pay money out and if we can’t...you know,
we’ve been through this exercise before with the prior bank.

DON BALLI NGHOFF: Yes.

MARK SWARTZ: And ultimately when we got everybody’s

attention and everybody worked together, | think we were able
to come to a nunber.

BENNY WAMPLER: Ri ght .

MARK SWARTZ: But, you know, we’re not there yet and

| think com ng back next nonth is probably a good idea. You
know, in the neantine, | would certainly encourage you, or
whoever it is on your staff, that could go to the docunents

that we use to allocate them comunicate with Anita---.
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DON BALLI NGHOFF: Un- huh. Yes.

MARK SWARTZ: ---you know, from..as a point person

on our side and let’s see if we can’t square these six out by
the tinme we come back here next nonth, at |east as a starting
point. You know, we’re...we’re concerned here that we can’t
reach reconciliation

BENNY WAMPLER: M. Gar bi s?

DENNI S GARBI S: Also, at the sanme tinme, | nean, in

fairness to these people, that unless you’re sending him
accurate information---.

MARK SWARTZ: | know. | need to see where...right.

DENNI S GARBI S: In other words, if you’re...if he’s

getting a piece of paper that doesn’t have a VGOB number and
it’s just, you know, unlocateable, well, that’s bologna too,
because you’re not doing your part of the job making sure
that he gets the accurate information where the money’s
supposed to go. So, unless the operator is feeding these
guys the right info, I mean, I wouldn’t think this is...we're
not building a space station here. | nean, this ought to be
pretty fundanental to be able to get that straight. So, |
mean, there’s...there’s responsibility on both sides of the
tabl e over here.

DON BALLI NGHOFF: That’s understood. And---.

29



© 00 N o o b~ w N P

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

)
1

DENNI S GARBI'S: | want to...equal opportunity to

fire...we’ll fire anybody up. I mean, you know, you’ve got
to make sure that...you know, everybody has got to recognize
the responsibilities.

DON BALLI NGHOFF: And that’s understood. And I

take...certainly, | take nmy share of the responsibility on
that as well. You know, we have all...we have all the
records as far as...you know, I know you probably can’t see

this, what we get every month from...I'm assuming it’s Bill
James’ office with the...it’s basically a statenent that

| ooks sonmething on the lines of this. It lists the VGOB and
the dollar amount and the date of the transfer.

MARK SWARTZ: And it allocates a wire transfer to

t he VGOB---.

DON BALLI NGHOFF: That’s correct, sir.

MARK SWARTZ: ---nunbers, which, you know, if we’re

not giving you that, you need to yell at us. But ny
assumption is that somehow there’s a problem with that
al l ocation process.

DON BALLI NGHOFF: That’s correct, sir. And

additionally, on the bank statenent itself, the wires cone in
one by one. They’re...they’re not lumped together. So, if

that particular VGOB has $10, we get a wire transfer for $10.
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So, we can actually go back to the accountant and match up
that particular credit---.

MARK SWARTZ: Have you shared this detailed anal ysis

wth Anita yet?

DON BALLI NGHOFF: | amgoing to do that. Like I

said, we spent...yeah.

MARK SWARTZ: |s that...we can probably take that

pretty quickly figure out---.
DON BALLI NGHOFF: Yes.

MARK SWARTZ: ---if that’s the problem.
DON BALLI NGHOFF: Absolutely. And I...like | said,
you know, it just took...it took several weeks to actually

conpile all of this information. W went back through about
six months worth of...plus First Virginia’s records.

MARK SWARTZ: If you could get that to us, we’ll

start with that and m ght be able to---.

DON BALLI NGHOFF: 1’11 be glad...yes. Right. I was

under the inpression that they were checks.

BENNY WAMPLER: Now, you’re aware that, you know,

Mr. Wilson’s office is here in Abingdon? Okay. Not in Big
St one Gap.
DON BALLI NGHOFF: Oh, I'm sorry. I...I misspoke. I

think I did say Stone Gap.
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BENNY WAMPLER: | just wanted to nake sure you were

aware of that.

DON BALLI NGHOFF: 1...yeah, | do have his card.

m sspoke. M apol ogi es.

BENNY WAMPLER: And al so, you know, when the public

calls in and wants to know something, you know, they’re going
to call our office. They’re not going to try to call the
bank and go through that. They’re going to call Mr. Wilson
and find out and that’s why it’s important for him to have,
you know, accurate monthly information and we’ll need those
reports not only for this month, but we’ll need to go back
and have those reports back to the beginning date of the
contract.

DON BALLI NGHOFF: And we...we under st and. Li ke |

said, you know, the reason for any delays in this, we took
the extra time to go back and make we’ve recorded everything
prior...we thought it nost inportant to nake sure that we
were reporting to you and Mr. Wilson’s office correct
information and if it took us...you know, if we have to take
sone heat for taking a little extra tine to do it and do it
properly, I'm willing to take responsibility and the heat for
that. | thought it was very inportant to make sure

everything is tied in.
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CLYDE KING M. Chairnan.

BENNY WAMPLER. M. Ki ng?

DON BALLI NGHOFF: Yes, sir.

CLYDE KI NG: We’re not in the business to put heat

on you. We’re in the business to ask that the job be done
correctly.

DON BALLI NGHOFF: And |...and | perfectly understand

t hat .

CLYDE KING | have one...on the unl ocateabl e---?

DON BALLI NGHOFF: Yes, sir.

CLYDE KING ---$%$1,100, wonder when that cane in?

DON BALLI NGHOFF: | would...|l would have to
check...l will check the statenents. W have all...we have
all the original records. 1I...you know, I don’t know.

CLYDE KING: 1'm sure you have the phone nunbers of
Equitable and Consol and those people. There’s someone they
could call surely if they get something that’s unlocateable.

PATRICK DI XON: Is that...is that the process you

want us to follow because here, I think, we’ve already had a
conversation where M. WIlson says that if we get an

unlocateable check, we’re to refuse it and send it back?

CLYDE KING You talk to---.

PATRI CK DI XON: So, what do you...what...see
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that’s...that’s an example of a conflicting thing for us to
do. W need to know exactly what you want us to do when we
receive and itemlike that. [If you want us to endeavor to
contact the remitter of that check, we’ll do that; or we’ll
refuse it and send it back to Bob’s office to have him to do
that. But which...which way do we want to do---7?

BENNY WAMPLER: Okay. So, that you’re...so, that

you’re clear on it and you don’t get mixed messages, you work
t hrough M. W1 son.
PATRI CK DI XON: Ckay.

BENNY WAMPLER: When you work through M. WIlson, if

he messes up and we come here, we’ll get on his case just
li ke we would you. Ckay.

PATRI CK DI XON: Ckay. Gotcha.

CLYDE KING But if the noney cones fromthe

operator, wouldn’t they talk to them?

BENNY WAMPLER: Wel |, if they refuse it, it has to

get...in other words, what he’s saying is, don’t take checks
like that because, you know, get it resolved. That’s going
to force a resolution.

BOB WLSON: | believe this is covered in the

contract.

BENNY WAMPLER: Ri ght .
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BOB WLSON: Any...any itemthat does not have a
VGOB nunber - - -.

BENNY WAMPLER: It’s not to be accepted.

BOB WLSON: ---is returned to the operator.

DENNI S GARBI S: And quite frankly, I don’t care who
you talk to... | mean, you know --.

PATRI CK DI XON: Just get it resol ved.

BENNY WAMPLER: Get it resol ved.

DENNI S GARBI S: Yeah.

BENNY WAMPLER: Do you have anything further, M.
W1 son?

BOB WLSON: I’d like to say one other thing to kind
of reiterate what you said earlier. The fact that we are

relying on this information. W have a | ot of people who
have asked questions about these accounts. W have sent out
reports on these accounts and we put a disclainer on the
bottom because we don’t know what we’ve got here. There are
operations backing up and waiting on this for pay-outs
because we don’t have things quite up to snuff; and agai n,
mai nly fromour standpoint, the reporting requirenents that
are given to us are pretty stringent. Everything that we do
falls under the Freedom of Information Act. |If we have

information, it is public and the public has a right to get
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it fromus and expect it to be accurate and right now we
don’t have the confidence in this as we’ve talked about
before, to be able to firmy tell soneone what is in a VGOB
account they have an interest in and stand by it. W
just...we want to...just to reiterate, we need to nove in
that direction fromour standpoint, just froma trust
standpoint wth the public. The operators are in the sane
position. You did nention about people calling in to the
Division of Gas and G| to ask these questions. | have told
Mr. Ballinghoff that he doesn’t have to field those calls.
think you’ve gotten a couple of calls from individuals.
Those calls are to be directed back to us. You shouldn’t
have to worry with that at all, but we have to have
information to be able to respond to that.

DON BALLI NGHOFF: Yeah, understand...that’s

understood. That’s why we took the measures that we did to
do, to go back. So, |I...l1 amvery confortable in the
content. Wat | want to get to you this tine is...is the
format. I know we’re to have a good footing. The format is
really the question of---.

BOB WLSON: And | would reiterate, too, that

our...as the Principal Executive to the Board, and in behalf

of the Board, our intention is to nmake this thing work and
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get it snoothed out such that it becomes so routine we don’t
ever have to look at it twice. W just go get the
information we want and continue on. We’re just not to that
poi nt yet.

DON BALLI NGHOFF: And, you know, we understand that.

You know, we’re making every effort and I...you know,
hopefully, I’ve communicated that to you over the past
several weeks, you know, the efforts that we have put into
this, you know, to get it right and to get you confortable.

BENNY WAMPLER: Anyt hing further?

PATRICK DI XON: | would just |like to nake one final

coment as to the yield on the account. For April of 2000,
the yield on the account was 6.16. The nonth endi ng May the
yield on the account was 6.47 and the current yield through
today’s date is 6.49 and that is strictly invested per the
Code of Virginia in terns of it being collaterized deposits
of the bank. So, there’s certainly no safety or soundness
concerns in ternms of the investnent of that, those bal ances.

BENNY WAMPLER: | understand. The funds are

protected. It’s just a matter of sorting out who has what.

PATRI CK DI XON: Sur e.

BENNY WAMPLER: | understand that. Thank you very

much.
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PATRI CK DI XON: Thank you.

LESLI E K. ARRINGTON: Can | ask a question? How

I ong...since you got the accounts pretty well in hand now,
what would be a...when we call on an account bal ance, or a
listing of what’s in that account, how long should we be
expected to wait for that information? Wat should be a
reasonable time to receive that information fromyou all?

DON BALLI NGHOFF: You should be able to receive it

as soon as you call nme. W should be able to give you that
bal ance during that---.

LESLI E K. ARRI NGTON: A bal ance al ong with, you

know, i ndividual checks that has gone into it so we can---.

DON BALLI NGHOFF: | ndividual...yes. If you just

need to know the dollar anount, any of the deposits and

the...depending on the fornmat that you want and, if verbally,

if you would like us to communicate that to you, we can do it

on that phone call. |If you need sonething in witing, you
know, allow us to get that to you that...you know, we’ll...

we’ll draft it that day and have it sent out to you.

LESLI E K. ARRI NGTON: Ckay. So, if---.

DON BALLI NGHOFF: So, if you contact me I’11 be able

to give you that information

LESLI E K. ARRI NGTON: Ckay. By e-mail or by...or
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phone?

DON BALLI NGHOFF: You can e-mail. That’s correct,
sir.

LESLI E K. ARRI NGTON: Ckay.

DON BALLI NGHOFF: And | believe you have ny e-mail.
Anita has ny e-mail address as well. So, if you have a
request, I’1l1l be able to fill it that day.

LESLI E K. ARRI NGTON: Ckay.

DON BALLI NGHOFF: Assuming it’s not 5:00 o’clock.

LESLI E K. ARRI NGTON: Ri ght .

BENNY WAMPLER: Thank you. Thank you very nuch.

The next itemon the agenda, the Board is
reconvening the following, and I'm not going to go...I’'m just
going to take themone at tinme, VGOB docket nunbers for

further consideration of applications filed by certain
claimants for the cal culation, and thereafter disbursenent to
them of funds on deposit in the drilling unit escrow
accounts based upon said Claimants’ stipulated settl enent of
their conflicting clains to the ownership of coal bed net hane
gas production allocable to certain tracts within they own
the coal and gas rights. And the first one we’re going to
consi der (cough), excuse ne, is VGB-97-0415-0579. This is

drill ing unit NELW 10. And we’d ask the parties that wish to
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address the Board in this matter to cone forward at this
time.

JILL HARRI SON: Hello. I'm Jill Harrison. I'm with

Penn Stuart here in Abingdon. In this matter, | represent
Garden Realty Corporation and Hugh McRae Land Trust.
BENNY WAMPLER: Thank you and wel cone. | guess

we’ll just discuss the status of this one at this time.

SANDRA RIGGS: Well, | think the four...the four

itens listed under...or three itens under nunber two and the
one itemlisted under nunber three have been on hold for in
excess of a year due to an appeal up to Crcuit Court. That
has now been di sm ssed without prejudice in order to return
jurisdiction back to the Board so that the Board can revise
it’s orders to incorporate the new statutory |anguage that
has gone into effect in the interim as well; and what I’ve
attenpted to do, and have passed out to everybody, is...is a
draft of an order that...that attenpts to go back and
recapture the history of where we’ve been on these itens and
pull together the information that we had at the tine it sort
of went on hol d.

Now, there has been in each of these, | think, a
di sbursenent with other applicants which caused an accounti ng

to be made in the interim; and what I’ve done is gone back
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and pulled the most recent accounting that we’ve gotten in
order...the spreadsheets fromthose orders in order to bring
us as current as we can be in terns of the...of the tract

bal ances for the escrow account and incorporate...
incorporated that information into the...into the draft
order. Now, these orders are going to have to be nassaged a
l[ittle bit and reviewed and gotten up to...up to snuff, but
at least, it gives us a starting point and gets us back on
track to get the disbursenents nmade in these four cases.

BENNY WAMPLER. So, today will be a discussion.

We’ll carry these over until next month for final resolution
you think those that need to be or---?

SANDRA RI GGS: Well, we were tal king before the

hearing, and I think we can go through these one at a tine
and nmaybe report out how current this is and what needs to be
done in order to bring the accounting current.

BENNY WAMPLER: Ckay.

SANDRA RI GGS: A coupl e of these tracts | understand

are not in production. So, all that nmay need to happen is to
apply the interest that has accrued since the | ast

accounting. A couple of them there is only one tract being
escrowed. So, whatever noney is on deposit belongs to the

claimants to that tract. $So, it may be that it’s a real

41



© 00 N o o b~ w N P

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

)
1

sinple chore to get these accountings up to where we need to
be and finalize these.

BENNY WAMPLER: Good.

SANDRA RI GGS: And certainly by next nonth, we ought

to be ready to enter the orders.

BENNY WAMPLER: Ckay.

SANDRA RIGGS: On the first one, NELW10, if you

flip to the accounting, | think the tracts we’re talking
about are Tracts 46 and 48.

CLYDE KI NG Which ones are these?

BENNY WAMPLER: 46 and 48.

DENNI S GARBI S: VWhi ch VGOB nunber is that?

BENNY WAMPLER: The first one should be 0579.

SANDRA RI GGS: The order has 0169-01 on it.

CLYDE KING 797

DENNI S GARBI S: Ckay.

SANDRA RIGGS: This is the spreadsheet that had two

separate accounts and you had to add the two together in
order to cone up with the total. But in these two particul ar
tracts, there was no...there were no deposits in the second
account. So, you’re really looking at the first one and
Tract 46 had a bal ance of $3,329.27; and Tract...what did |
say 48, had a bal ance of $4,161.53. And | think the date of
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t hat down on the bottom corner says, "Bal ance provided by
First Virginia Bank as of 1/29/99."

MARK SWARTZ: The problemis that the bal ances..

this order actually, and this is the only one, NELW 10---.

SANDRA RI GGS: Ri ght .

MARK SWARTZ: ---when the order was entered back in

November of ‘98, in this one, the order actually stated the
bal ances in the special findings with regard to Tract 46 and
48. These spreadsheets, which I'm looking at today, and of
course, we didn’t bring our files because I didn’t know what
was. .. what was happeni ng here, but these spreadsheets do not
agree with the balances set forth in the order. So, clearly
we need to determ ne whether or not the order was...| assune
the order was correct, because |I know we went through this in
sone detail and we had several versions of it, but we need to
verify that the anount of the order was correct and find and
| ocate the spreadsheets where those nunbers cane from because
they clearly didn’t come from these spreadsheets.

JILL HARRISON: Well, | think the spreadsheet is

effective after the---.

SANDRA RI GGS: Yeah, these were---.

JILL HARRI SON. ---the entry order of the---.

SANDRA RI GGS: ---Torch and Garden Realty




© 00 N o o b~ w N P

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

)
1

disbursements which is a more recent spreadsheet than...it’s
a year |ater.

JILL HARRISON: | think it was Coal Muntain instead

of Garden Realty.
SANDRA RIGGS: It may have been.

JILL HARRISON: | think it was...that was---.

SANDRA RI GGS: There were a conbi nati on of

different---.

JILL HARRI SON: Ri ght .

SANDRA RI GGS: I didn’t bring those. I should have

brought the underlying orders.

JILL HARRI SON: Well, I don’t...we could have

brought our whole file cabinets on these matters.
(Menmbers di scuss the spreadsheets.)

JILL HARRISON: | think in this particular instance,

the only thing that really needs to be done is to have the
bank update the interest because there has been no nore
production on this unit for the operator to make any

addi tional deposits. So, that would just be a matter of
havi ng the bank provide us with the additional interest and
then a dollar anobunt could be inserted into the order.

BENNY WAMPLER: And put that in the Board order?

JILL HARRI SON: Yes, sir.
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BENNY WAMPLER: Yes, sir.

CLYDE KI NG: What’s the line for our balance and the

bank balance? Is that just...it’s the same, but---.

DENNI S GARBIS: Wo is our---7?

CLYDE KING See where it says our bal ance?

BENNY WAMPLER: Qur bal ance.

CLYDE KI NG And the bank bal ance?

BENNY WAMPLER: He’s talking about on here, on the

spr eadsheet .

SANDRA RI GGS: The operator prepared these

spr eadsheet s.

BENNY WAMPLER: The operator.

CLYDE KING Onh, okay.

SANDRA RI GGS: And these were reconcil ed between the

bank and the operator and the applicants.

CLYDE KI NG: They’re the same numbers.

LESLI E K. ARRI NGTON: Back when they were done.

JILL HARRI SON. Back then, right.

SANDRA RI GGS: Ri ght.

LESLI E K. ARRI NGTON: You know, we’ll just have to

go back.
SANDRA RIGGS: All the deposits were checked out and

everything was done. There’s been no more principal
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deposits. Al that has happened is interest has accrued on
the accounts since that tine.

BENNY WAMPLER: And that’s all that would have to be

done is the interest that has accrued woul d have to be
determ ned and built into...and put a final dollar anount in
t he order.

LESLIE K ARRINGTON: W just need to go---.

MARK SWARTZ: They may...okay, because they’re

not...NELW 10 is not in production now.

SANDRA RI GGS: Ri ght.

MARK SWARTZ: But we can’t remember on the top of

our head today if it ceased producing before the date of the
prior order on the spreadsheets. So, we need to go back.

So, it’s possible, even though there’s nothing accruing now,
it’s possible in the two years that have transpired since we
were |ast here on this, that there has been sone production.

SANDRA RI GGS: Well, Mark, the orders that were

appeal ed from were accounting orders and not di sbursenent

or ders.
MARK SWARTZ: Ri ght .
SANDRA RI GGS: We hadn’t gotten to disbursement yet.
MARK SWARTZ: Ri ght .
SANDRA RIGGS: W were still at the accounting

46



© 00 N o o b~ w N P

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

)
1

st age.

MARK SWARTZ: So, I'm saying there’s...there may be

sone---.

BENNY WAMPLER: He’s saying they may have produced

sone after that.

MARK SWARTZ: ---additional deposits subsequent to

t hi s accounti ng.

SANDRA RI GGS: Ckay.

MARK SWARTZ: And we were...even though the unit is

not in production now. So, we need...and if that’s the case,
that needs to be accounted for. If that’s not the case, then
we just need to bring the interest forward. But we don’t
know t oday.

SANDRA RI GGS: Ckay. So, given...given the draft

order, the operator can verify whether or not all deposits
are accounted for and notify ne and, then at that point, if
it’s---?

MARK SWARTZ: Well, | tell you what we need to do is

just reach an agreenent and reconcile with the bank and tel
you what the nunber is, which is sort of what---.

BENNY WAMPLER: Ri ght .

MARK SWARTZ: ---we did the last tine.

JILL HARRI SON: Ri ght .
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BENNY WAMPLER: Right. That’s what we need.

SANDRA RI GGS: Ckay.

JILL HARRI SON: Ri ght So, | guess what we woul d

need, and | guess | should have asked those gentlenen to
stay, but | guess we would need the bank to provide to you
and to ne---.

MARK SWARTZ: Ri ght .

JILL HARRI SON: ---what they show

MARK SWARTZ: And then we need to reconcile with our

records and neet with or interact---.

JILL HARRISON: Or just---.

MARK SWARTZ: ---with you to agree on a nunber and

then present it to the Board, basically.

JILL HARRI SON: Ri ght .

MARK SWARTZ: Which | think is what we did the | ast

JILL HARRI SON. Yes, absolutely.

LESLI E K. ARRI NGTON: Yes, that’s what we done.

JI LL HARRI SON: Uh- huh.

MARK SWARTZ: So, lets just...we’ll just do that and

hopefully to be able to do it by the next neeting and we can
get a disbursenent order

CLYDE KING You should be able to that at the next
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nmeet i ng?

MARK SWARTZ: Ri ght.

JILL HARRI SON: It didn’t take very long once we had

the information fromthe bank. So...and it sounds |ike they
have nmuch nore detailed reports.

BENNY WAMPLER: Since they’re coming back next

month, they will probably be anxious to---.

MARK SWARTZ: Be notivated to cooperate.

CLYDE KI NG: Yes. Let’s hope.

JILL HARRI SON: Wl |, then who...who woul d...whose

responsibility is it to take the initiative to get the report
from the bank? How...can we designate who’s supposed to do
that so that...l nean, should M...should we ask M. W]l son
if he would obtain that information and then provide it to
Mark and to me---7?

BENNY WAMPLER: Yes, we’ll do that.

JI LL HARRI SON: ---for each unit?

(M. WIlson enters the room)

BENNY WAMPLER: Ri ght .

JILL HARRI SON: We’ve been talking about you while

you were out.

BOB WLSON: That happens a |ot.

BENNY WAMPLER: You’ve just gotten a summons.
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Cont act the bank on VGEOB-97-0415-0579, that first docket
nunber on reconveni ng---.

BOB W LSON: Ckay.

BENNY WAMPLER: ---and get the bank statenent

bal ance, noney on deposit, interest and et cetera, and
provide that to Ms. Harrison and M. Swartz, ASAP.
CLYDE KING So, the last tine...this balance is as

of 12/1/98, right?
SANDRA RI GGS: I thought it said “99.

BENNY WAMPLER: 1/29/99, it says. The bal ance---.

CLYDE KING Balance. Well, that says 12/1/98 and

it cones over here---.

BENNY WAMPLER. Right. But | guess this is when the

bal ance was---.

CLYDE KING On.

SANDRA RI GGS: Production had probably stopped and

i nterest was accruing.

CLYDE KI NG: That’s when First Union took over?

SANDRA RI GGS: Ri ght.

CLYDE KING: No, that’s 12/29.

BENNY WAMPLER: That’s ‘99.

JILL HARRI SON: '99. This was...this was---.

BENNY WAMPLER: This is just when they run their
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statements, I’d say, a month later, you know.

MARK SWARTZ: Now, we probably...we probably need to

be on the phone with M. WIson when he calls the bank
because, as you’ll remember, you can’t just take a piece of
this puzzl e because these accounts were not segregated by
tract. So, if there were subsequent deposits or interest, we
need to run this spreadsheet for every tract to allocate the
costs and interest to get a net nunber for these two tracts.
I mean, it’s not like we can call the bank and get Tract 46.
So, it mght be helpful if Anita or Les were on the phone
with you when you talked to the bank. Hopefully, this hasn’t
been in production and we’re Jjust talking interest. But if
I t has been in production, then we’re going to have to go
t hrough this exercise.

SANDRA RI GGS: You’re going to have to update the

spreadsheet .

BENNY WAMPLER: Ri ght .

MARK SWARTZ: Because we were allocating earnings---

BENNY WAMPLER: Ri ght .

MARK SWARTZ: ---because bank the was.

MARK SWARTZ: And that will be true of each one of

t hese except for R 25, which doesn’t matter because they’re
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entitled to whatever the balance is, if we can agree on a

bal ance.
SANDRA RI GGS: Well, there’s two like that, I think.
JILL HARRI SON: But there may not be al so because at
that...when these orders were entered, | think one of the

directions to the operator was to begin disbursing the funds
directly to the applicants. So, there may not...even if it
was in production at that tinme---.

MARK SWARTZ: The problemis you appealed it,

t hough.
JILL HARRI SON: Uh-huh. So, you all would have

not . .. okay.

MARK SWARTZ: Because, see...yeah. So, we’ll have

to see. I mean, I hope that they did, but I don’t think they
would have. We’ll...we’ll find out.

JILL HARRI SON: Okay. I’m just...okay.

SANDRA RI GGS: Okay. Well, that’s why we put it on

t he docket to cone back and get back everybody back on the
sane wave | ength.

MARK SWARTZ: | nean, we had an agreenent on the

nunbers with regard to this units once before.

JILL HARRI SON: Unh- huh. Right.

MARK SWARTZ: I assume we can do it again. But it’s
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a pre...it’s a major undertaking to allocate these funds and
that’s what’s going to be the problem. So, we’ll get with
you, like tonorrow, and get started on it.

BENNY WAMPLER: Yeah, we’d like to get...get it

resolved so we can wap this up at | east next nonth anyway.
Okay, we’ll go ahead and call the other Board order for
reconveni ng VGOB- 97- 0520- 0582, drilling unit NELW 9. What’s
the status on that one?

SANDRA RI GGS: There’s only one tract in question

and that’s Tract 38, even though it’s being split in two
different ways. The nobst recent accounting | had, | think,
was 12/1/98 on that. It’s upside down. And as of that date,
there was a $121, 718.46 on deposit. Now, there are...it

| ooks like two tracts being escrowed on that one. So,
they’1ll have to be broken out as between the two and brought
current. Is this another one that nmay not be in production
at this point?

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

JILL HARRI SON: That’s...that’s my understanding.

BENNY WAMPLER: So, that’s another assignment. Put

that on your list.

MARK SWARTZ: Well, the problemw th this one, just

to refresh your recollection, we need to give the clai mant
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who’s not getting a disbursenent on Tract 38, Janet

Weat herford, notice of the disbursenent hearing, so that she
can appear and object to the allocation process. Renenber?

| nmean, this is all kind of com ng back to nme now, but we
were concerned a couple of years ago when we first started
this process that because we were...the Board and the
operator was required to allocate, because of the way the
records were kept, that we give all potential claimnts to a
tract notice of the allocation process so that they coul d---.

BENNY WAMPLER: Speci fic noti ce.

MARK SWARTZ: ---appear and understand what was

going on. So, | think in this particular unit, if you | ook
at the special finding 6.3, | think you had antici pated that.
The Board had antici pated that.

JILL HARRI SON: She was given...|l know that what we

did previously was everyone in the unit. Because the rules
weren’t clear, we did certified mailings/return receipt
requested and we advertised in the |ocal newspaper.

SANDRA RI GGS: Well, the statute has changed now.

S0, we’ll only have to be concerned with the tract that
di sbursenents are being nmade on. But---?

JILL HARRI SON: She has an interest in the tract.

SANDRA RIGGS: ---did PGP...PGP is an applicant in
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her e?

JILL HARRI SON: PGP has of the---.

SANDRA RI GGS: 1f you’ll look at the Exhibit E

JILL HARRI SON: I think that...I’d have to go back

and pull that transcript. But | believe that at that
hearing, there was testinony by Bob Looney concerning the
i ntraconpany conveyance whi ch all ocated---.

SANDRA RI GGS: Bet ween CCC and PGP?

JILL HARRI SON: Yes, ma’am.

SANDRA RI GGS: Ckay.

JILL HARRI SON: And that’s the reason they are an

applicant, also. PGP receives 3.53% of the noney and Conso

receives...well, no, that’s not right, but I have percentages

that break it down.

SANDRA RI GGS: So, we need to revise the Exhibit E

as well as update the accounting?

JILL HARRI SON: Ri ght .

SANDRA RI GGS: Ckay.

BENNY WAMPLER: |Is that all on that?

SANDRA RI GGS:  Yeah.

BENNY WAMPLER: The next one is VGOB 97-0415- 0576

and this is drilling unit SLW7. I think they’re all going

to be in that category.
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SANDRA RI GGS: The tract in question is Tract 3..38

and | think this is the one that Tract 40 has al ready been
di sbur sed.

JILL HARRI SON: Sout h Longwal | Seven?

SANDRA RI GGS: Let ne see.

BENNY WAMPLER: Yes. That’s the one I called.

Sout h Longwal | Seven.

SANDRA RI GGS: Oh, I’'m looking at the wrong order.

JI LL HARRI SON: Oh. | think the tracts for that one

are 32, 34 and 35.
SANDRA RI GGS: 32, 34 and 35. Yeah, there are other

tracts.

BENNY WAMPLER: It’s going to be the sane...sane

situation, I think. Probably on all of these, you’re going
to have to go back and see if there has been any further
production. It would be the same situation, won’t it?

JILL HARRISON: | think this one... M. Arrington

t hought there had definitely been production on South
Longwal | Seven.

LESLI E K. ARRI NGTON: On which one, R-2---7?

JILL HARRI SON: Sout h Longwal I Seven.

LESLI E K. ARRI NGTON: There nay be sone in that

one...that one. |If you recall, there were sone of those
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units that we did keep on line. It was...a couple of them

I can’t remember which ones 1t were.

SANDRA RI GGS: This accounting is fairly recent.

It’'s 7/13/99.

LESLI E K. ARRI NGTON: Ckay.

SANDRA RI GGS: So, we’re not talking about a large

span of time. Tract 32 had a bal ance of $8,617.09, and 34
showed $944. 63, and Tract 35, $16, 039. 53.

BENNY WAMPLER: So, we really can’t do anything

until they---7?

SANDRA RI GGS: Unh-unh.

BENNY WAMPLER.  ---resolve that the sane way? And

then | guess the next one is the...and the last one in this
category, is the reconveni ng VGB docket nunber 97-0415-0578;
and this is for anendnent of the anmended suppl enental order
anending all prior orders affecting R 25 drilling unit
entered on Cctober the 23rd, 1998.

SANDRA RIGGS: T really don’t know of any reason if

the clarification order which I...if the same one I’'d sent to
you previously is agreeable, that we can’t go on and act on
this one because this is the only tract in escrow. All the
nmoney in escrow belongs to these applicants and a

di sbursement order was already entered. All they’re seeking
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1 here is clarification of that |anguage to bring it consistent
2 with the current statutory |anguage to protect their rights
3 under that Levisa suit; and | think that | anguage was wor ked
4 out between Mark and Jill previously. That’s...that’s where
5 1 got the |anguage.

6 CLYDE KING So, we can settle that one.

7 BENNY WAMPLER: If we can, that’s what we...is that

8 agreeable to all parties?

9 JILL HARRI SON: Yes, sir.

10 MARK SWARTZ: Yeah, except is this different

11 | anguage than---?

12 MASON BRENT: Should we get M. Swartz to cone up
13 here?

14 CLYDE KI NG 578.

15 BENNY WAMPLER: If he’s going to talk, we ought to.

16 M. Swartz, do you want to cone up to the table? Thank you.
17 (M. Swartz sits at the table with Ms. Harrison.)
18 MARK SWARTZ: The only comment | have, Sandy, is

19 that when you notice the | anguage that you were going to
20 include in the docket---.

21 SANDRA RI GGS:  Un- huh.

22 MARK SWARTZ:. ---it’s different than what you wound

23 up with in the order and | agree to this |anguage, but
24
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because there’s a difference in the order language, I have a
problemw th it. The order does not...it only includes the
applicant and not the operator in terns of not waiving it.
Ckay, if you ook at the notice was that the Board wll act
as statutory authority to supersede, et cetera, existing

bet ween operator and applicants. GCkay. Wich is omtted
fromyour draft order. Then the operator and the applicants
have acknowledged limitation. That’s fine. That the
findings of the Board would not bar assertion of any clains
or defenses including paynents and so forth. So, if you put
this | anguage, which | think is what Jill and | had
originally agreed on, it’s from the Notice, instead of what
you have, it works.

BENNY WAMPLER: So, what’s noticed is accurate?

MARK SWARTZ: Correct.

SANDRA RI GGS: Ckay.

BENNY WAMPLER: We can handle that. Let’s see, we

need the Board action on that.

SANDRA RI GGS: To approve the clarification

order---.

BENNY WAMPLER: Ri ght .

SANDRA RI GGS: ---as anended by substitution of the

noti ce | anguage.
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BENNY WAMPLER: |Is there a notion to that effect?

CLYDE KI NG So npved.

BENNY WAMPLER: W have a noti on. Is there a

second?

MASON BRENT: | second.

BENNY WAMPLER: Motion and second. Any further

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

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

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

(No audi bl e response.)

BENNY WAMPLER: That’s approved. Thank you very

much.

JILL HARRI SON: Thank you. 1I’d like to say thank

you to the Board, too, for staying on top of the new
financial institution and getting everything |lined out very
early in the relationship. Thank you.

BENNY WAMPLER: We’re trying to do that.

JILL HARRI SON: Thank you very nuch

BENNY WAMPLER: You’re welcome. The next item on

the agenda is a petition from Equitable Production Conpany

for pooling of a coal bed nethane unit identified as VC 3968
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| ocated in the Nora Coal bed Gas Field; docket nunber VGOB-00-
05/ 16- 0805. This is continued from May. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JUDY McKINNEY: M. Chairman, may | say sonething

before you get started in this matter?

COURT REPORTER: You need to cone forward.

BENNY WAMPLER: We can’t get you on record. We’ll

need you to cone forward.

JUDY McKI NNEY: Oh. | tem nunber four and nunber

ten---.

COURT REPORTER Cone up here, please.

BENNY WAMPLER: Sorry, but we can’t...she can’t pick

you up.

COURT REPORTER And what is your nane?

BENNY WAMPLER: | f you will, just tell us your nane

for the record.

JUDY McKINNEY: My nane is Judy McKinney. Item

nunber four is the VC- 3968 and item nunber nine and ten, VC
3621 well nunber and VC- 3212 are all Equitable Production
Company’s. They are all owned...the minerals in dispute, or
what ever you want to call it, are all on the sanme tract of

property and owned by the sane people. So, if it would be
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appropriate, I’'d like to request that we discuss all three of
these at one tine instead of having to cone back each tine
and deal with each item

JIMKISER M. Chairman, | was going to request the
sanme thing on behalf of Equitable. 1In addition to that, I
was going to ask that we...and M. Swartz can go ahead and do
his additional...handle his additional matters, and | was
al so going to ask that we take nunbers four, nine and ten and
actually do themin the order of nine, ten and four. It
woul d make nore sense that way, | think, once we get to them

CLYDE KING |s that okay with you?

JCE AUSTIN. M. Kiser, | want...ny nanme is Joe

Austin, 809 Afton Street, Kingsport, Tennessee 37660. \What |
want to do is thank you for hel ping ne to strai ghten out sone
heirs.

JIM KI SER: Okay. Well, you’re welcome. If that’s
fine with you all and fine with the Board, we could let M.
Swartz do five through eight and then conme back and then we’d
like to go nine, ten and four. | think it would nake nore
sense to both the Board and to the Ransey heirs if we do it
t hat way.

CLYDE KI NG: We’re going to go five through eight

first?
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JI M KI SER: Yeah, which are Mr. Swartz’s hearings.

MARK SWARTZ: | can put three of themtogether.
It’s not going to take very long.

JUDE McKI NNEY: That would be fine. So, you want us
to go---.

BENNY WAMPLER: |s that what you...you were
requesting? |Is that what...is that what you were requesting?

JIMKISER | think we’re both...all on the same
page here.

BENNY WAMPLER: Ckay. Al right. WlIl, as long as
everybody is in agreement. We’re not going to interfere with

t hat . So, cone on.

CLYDE KING: It’s very seldom we get everybody in

agreenent .

MARK SWARTZ: That will be a first.

BENNY WAMPLER: Now, what are you requesting?

Combi ne five---?
MARK SWARTZ: | would...l would ask that you conbi ne

five, six and seven on your docket. They have the sane
respondents. They’re pretty similar units and we ought to be
able to handle those together. And then we’d have to take

ei ght as a stand al one.

BENNY WAMPLER: Okay. Okay, we’re...the next item
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on the agenda we’re going to call, and we just put the
other...we parked the other one for further discussion, is a
petition from Buchanan Production Conpany for pooling of a
coal bed nethane unit identified as M 37, docket nunber VGOB-
00- 06/ 20- 0809, and M 38, docket nunber VGOB-00-06/20-0810,
and M 39, docket nunber VGAEOB-00-06/20-0811. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this time. For those of you that are tracking our
agenda item nunbers, they are five, six and seven that
they’ve asked to combine.

MARK SWARTZ: Mark Swartz and Les Arrington are here

on behalf of the applicant, Buchanan Producti on Conpany.

BENNY WAMPLER: Ckay, the record will show there are

no others. You nmay proceed.

MARK SWARTZ: Members of the Board, we’ve combined

these three because, as you’ll notice, the respondents in
each of these three units are the sane fol ks and the...each

of these three applications, M37, 38 and 39, seeks to pool

an 80 acre drilling unit under Gakwood |I. They all have one
well. Each of the wells, as you |ook at the plats, is in the
drilling window. So, we don’t have any location problens.

I'd like to swear...have Mr. Arrington sworn and take his

t esti nony.
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(Wtness was duly sworn.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR. SWARTZ:

Q M. Arrington, you need to state your nane
for us.

A Leslie K Arrington.

Q Who do you work for?

A Consol .

Q VWhat is your relationship with the applicant

here, Buchanan Producti on Conpany?

A I'm a permit specialist.

Q Did you prepare, or cause to be prepared,
the notices, application and exhibits with regard to each of
these three matters?

A Yes, | did.

Q Ckay. And did you in fact sign the notices
and the applications?

A | did.

Q Ckay. Are all three of these applications,

65



© 00 N o o b~ w N P

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

)
1

do they seek to pool 80 acre units under Gakwood |?

A They di d.

Q Ckay. D d you mail the notices, as required
by | aw?

A Yes, we did on May the 19th.

Q O the year 20007

A Yes.

Q And what did you mail to the...to the fol ks?

A The noti ce.

Q And exhi bits?

A And exhi bits, yes.

Q Ckay. And did you nail to everybody that
you had addresses for?

A Ve did.

Q Ckay. So, if we look at Exhibit B-3, it
shows that you had addresses and those are the fol ks that you
mai | ed to?

Yes, it does.
Ckay. And have you filed with the Board

your proof of mailing as you usually do today?

A Yes, we did.
Q Ckay. And it shows the tracts, who signed
for mail, when, and so forth?
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

A
Q
t hese units?
A
Tel egraph on May
Q
A

Q

It does.

Ckay. D d you also publish with regard to

Yes, we did. In the Bluefield Daily

the 25th, the year 2000.

And woul d that be true for all three units?
Yes, it is.

And have you filed a certificate fromthat

newspaper with regard to the publications?

A

o > O >» O

Yes, we have.

And what did you publish?
The notice of hearing.
Inits entirety?

Yes, we did.

Ckay. The applicant here is Buchanan

Producti on Conpany, correct?

A.
Q

Virginia CGenera

That’s correct.
And Buchanan Production Conpany is a

Part nershi p whose two partners are

Appal achi an Operators, Inc. and Appal achian Methane, Inc., is

that correct?

A
Q

That’s correct.

| s Buchanan Production Conpany authorized to
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do business in the Commonweal t h?
A Yes, it is.
Q Who is the applicant asking to be designated

as the operator of these three units?

A Consol, Inc.

Q Okay. |s Consol a Del aware Corporation?
A Yes, it is.

Q Is it authorized to do business in the

Commonweal th, has it registered with the Departnent of M nes,
M neral s and Energy and does it have a bl anket bond on file?
A Yes, it does.
Q Has Buchanan Producti on Conpany, the
partnership that’s the applicant here, delegated the

responsibility and duties to manage its | ease hold assets to

Consol ?
A Yes, it has.
Q And has Consol accepted that del egation?
A Yes, it has.
Q And certain specific people at Consol have

been charged with that responsibility, correct?

A That’s correct.
Q And. . .and you work for Consol as well?
A That’s right.
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Q And your job is to prepare perm:t
applications for wells and pipelines and pooling
applications, correct?

A Yes.

Q Ckay. Have you naned all of the people that
you seek to pool by these three applications in the notice

and again on Exhibit B-3?

A Yes, we have.

Q Ckay. Do you wish to add anybody today?

A No.

Q Do you wish to dism ss anybody today?

A No.

Q Let’s turn to the status of the interest in

each of the units and let’s start with M-37 and go to A, page
two, okay. Wth Regard to M37, to sunmarize, you have a
coal lease for a 100% of the coal ?

A That’s correct.

Q And you have coal bed net hane | eases from
coal owners totaling apparently 99. 9355%

A That’s correct.

Q And you al so have coal bed net hane | eases
fromthe oil and gas...oil and gas owners totaling 99.9355%

of the unit?
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A That’s correct.

Q And what interest are you seeking to pool by
t he pooling application regarding M 37?

A 0. 0645% of the coal, oil and gas owners.

Q kay. And, in fact, Exhibit B-3, which
shows oil and gas fee ownership, it actually should show oil,

gas and coal, correct?

A It shoul d.

Q Ckay.

A Uh- huh.

Q If you turn to Exhibit or application M 38

and also go to Exhibit A page two, in this unit, you have
| eased fromthe oil and gas owners and the coal owners

99. 8756% of their clains to coal bed net hane, correct?

A That’s correct.

Q You’ve got coal leases for a 100% of the
unit?

A Correct.

Q And what interest are you seeking to pool ?

A 0.1244% of the coal, oil and gas owners.

Q Okay. And, again, we’re talking about the

P.J. Brown heirs and, again, Exhibit B-3 says oil and gas,

but it should say oil, gas and---?
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Q

to M 39, again,

A
Q

coal bed net hane,

for?

A

Yes.

---coal ?

Uh- huh.

Correct?

Yes.

Turning to Exhibit A page two with regard
we have a 100% of the coal |eased, correct?
Uh- huh.

And of the coal and oil and gas clains to

what percentage have you obtai ned | eases

99. 93524%

BENNY WAMPLER: That’s different.

A

Q

A
sorry.

Q
pool in M 39?

A

Q
seeki ng to pool

A

| s that the wong one?

Thi s number.

Oh, I'm sorry. Wrong one. 99.88677%. I'm

Ckay. And what interests are you seeking to

0.1323% of the coal, oil and gas interest.
Now, are each of these three units, are you
them as 80 acre frac units under OGakwood |?

Yes, we are.
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Q Are you proposing one well for each unit?

A Yes, we are.

Q In each instance, is the well |ocated within
the drilling w ndow?

A Yes, it is.

Q kay. Wth regard to the well costs and

estimates in M37, what is the well cost estinate?

A $211, 234, drilled to an approxi mate depth of
1,929 feet.

Q And the permt nunber?

A 4523.

Wth regard to M 38, what is the estimted
cost?
A $204, 375.40, drilled to an estinmated depth
of 1,773 feet. Its permt nunber is 4525.
Q And then the sane information with regard to
M 397
A The well cost is estimated at $200, 069,
drilled to a depth of 1,677 feet, permt nunber 4524.
Q And are you seeking to produce fromthese
frac wells for all coal seans below the Tiller?
Yes, we are.

Ckay. And the people in both...in all three

72



© 00 N o o b~ w N P

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

)
1

of these units, you’ve leased something on the order of 99%
of the owners, correct?

A That’s correct.

Q And what have been the typical terns that
you have offered those owners for coal bed net hane | eases?

A For a coalbed methane lease, it’s a $1 per
acre per year with a five year termand then a one-eighth
royal ty.

Q And woul d you reconmend those sane terns to
the Board with regard to the deened to have been | eased
provi si on?

A Yes, we woul d.

Q Ckay. Exhibit B-3 sets forth the percent of
interest in the unit of each of the respondents, is that
correct?

A It does.

Q So, interns of estimating royalty paynents,
or calculating a participation cost, or a carried interest
multiplier, you would use the percentage as reported in that
ri ght hand col um, correct?

A Yes. That’s correct.

Q For exanple, if Virginia Brown-Pal ner want ed

to figure out what she would have to contribute up front to
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participate in the unit, she would take .0129% tines the
cost...the estimated cost for M37, which is $211, 234 and
that woul d generate her participation cost, correct?

A That’s correct.

Q And that sane nunber relevant to royalty and
participation?

A It is.

Q In all of these units, it appears that
escrow 1is not necessary because we’re dealing with fee
owner s?

A That’s correct, 1t 1s not.

Q And we’ve located everybody. So there are
no unl ocat eabl es we have to deal with, correct?

A That’s correct.

Q Lastly, | would ask you whet her or not the
pl an of devel opnent as disclosed by these three applications
and the exhibits and the maps attached is to you a reasonabl e
pl an to devel op the coal bed net hane resources under these
units?

A Yes, it is.

Q And the pooling would accordingly protect
all owners and their correlative rights interest, correct?

A. Yes, it woul d.
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MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Did you also intend to anmend

B...Exhibit B-3 on M39 to say coal as well? You didn’t do
that on the record.

LESLI E K. ARRINGTON: W will.

BENNY WAMPLER: All right. In nmy copy at |east, on

the application for M38, you have the drilling costs for M
39 and then the application for M39, you have the drilling
costs for M 38.

MARK SWARTZ: But the Exhibit Cs are correct.

You’re right in what you’ve said. That’s a mistake. But the
exhi bits that acconpany each of the applications has the
correct nunber.

BENNY WAMPLER: I’'m just verifying that that’s the

correct nunber.

LESLI E K. ARRI NGTON: Correct.

BENNY WAMPLER: Any ot her question from nenbers of

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

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: |Is there a notion?

CLYDE KING | so nove.
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DENNI S GARBI S: | second.

BENNY WAMPLER: A notion to approve and second. Any

further discussion?
(No audi bl e response.)

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

(AI'l nmenbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is the Board will consider a petition from
Pocahontas Gas Partnership to nodify previous pooling orders
of coal bed nethane unit identified as Buchanan Nunmber One
South SGUJ | ocated i n Buchanan County, docket nunber VGOB-98-
11/ 17-0697-01. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of Pocahontas Gas Part nershi p.
(M. Arrington distributes exhibits.)

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

MARK SWARTZ: Although you’ve received a lot of

paperwork, there are three issues here and they’re pretty

simple. I thought I’d lay them out for you before we
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started.
ori gi nal

pr obl ens

applicati

The reason we’re seeking a modification of the
pooling order in this sealed gob unit is three
t hat arose subsequent to the entry of that order.
First, with regard to Nancy Rose, in the origina

on we noticed her, but reported that she was a

| eased party. Now, to refresh your recollection of what

happens i

n a sealed gob unit, when you file...when we file

for a sealed gob unit, we ask you to do two things. One, is

create the unit; and two, is pool. W have to nane our

| essors when we create these units because the pooling

provisions in the | eases do not allow us to voluntarily, or

unilaterally, create that large of a unit. So, we have to

j oin our

| essors. So, we give everybody notice, whether

they’re leased or not, when we create these units. We

t hought she was | eased and gave her notice, sought the

ability to create the unit via her, but didn’t seek to pool

it. So,

i nterest.

we’re here today to straighten that out and pool her

But in terns of creating the unit, the order is

bi ndi ng on her because she had notice of our desire to create

the unit.

The same problem with Grady Horn, who’s the...who’s

one of the other...who’s the second of the three respondents

here. W gave himnotice of the original application, but we
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noticed himwith regard to creation of the unit, not with
regard to pooling. We’ve showed him as leased and it turned
out we didn’t have a lease from him.

John Astor Rife, we...was conpletely omtted from
the original application and exhibits. W have always had a
| ease from himand we shoul d have showmn himas a | eased party
when we created the unit. We don’t need to pool him.

So, the three things that need to happen here are
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we need to pool Nancy Rose and Gady Horn in spite of the

fact that they had notice of the original application and we

created the unit via them Wth regard to M. Rife, we do
not need to pool him because we’ve always had a lease from
him but we need to notice himof the creation of the
drilling unit and need to give himan opportunity to cone

forward today if he had a problemw th that. So,

that’s...that’s why we’re here. You might have a ton of
paper wor K.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON
QUESTI ONS BY MR SWARTZ:

Q Les, I'm going to remind you that you’re

still under oath.
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A Yes.

Q You need to state your nane again.

A Leslie K  Arrington.

Q Who do you work for?

A Consol .

Q Okay. And what is your relationship as a

Consol enployee with the applicant here, Pocahontas Gas
Par t ner shi p?

A | work the permt specialist for Pocahontas
Gas Partnership.

Q Have | accurately sumari zed what it is we
need to do on this petition for anmendnent?

A Yes, you have.

Q Ckay. |s Pocahontas Gas Partnership a
Virginia General Partnership?

A Yes, it is.

Q Are the two partners Conoco and
Consol i dati on Coal Conpany?

A Yes, it is.

Q | s Pocahontas Gas Partnership authorized to
do business in the Commonweal t h?

A Yes, it is.

Q In terns of designated operator, originally
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Pocahont as Gas Partnership was designated the operator?

> O >

Q

That’s correct.
And you want to continue that?
Correct.

Have you naned all of the people in your

notice of hearing that you need to deal with on this

modification to straighten out the issues that we’ve

di scussed?

A
Q

Yeah, we believe so.

Ckay. And they are John Astor Rife, Nancy

Rose and Grady Horn, correct?

t oday?

t hr ee?

t hent?

o > O »

Yes.

Do you wi sh to add anybody as a respondent

No.

Do you wish to dism ss any of these of

No.
Did you mail notice to these fol ks?
Yes, we did on May... My 19th of 2000.

Did you have addresses for all three of

Yes, did.
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Q Have you filed proof of mailing with the

Board today?

A Yes, we have.
Q Did you al so publish?
A Yes. In the Bluefield Daily Tel egraph on

May the 25th of 2000.

Q And did you...have you filed the proof of
publication fromthe newspaper today wth the Board as wel | ?

A Yes, we have.

Q If you’ll turn to the exhibit and...to the
exhibits attached, there’s an Exhibit A, I believe.

A There is.

Q What is the...what are the interests that
you’ve been able to lease?

A We have | eased 100% of the coal interest and
99.93524% of the o0il and gas interest. We’re seeking to pool
on this nodification 0.06476% In the first application we
pool ed 0.69352%

Q Now, does this application and the
prob...the three problems that we’re strai ghtening out here,
does it effect any of the percentages that were previously
set forth in exhibits with regard to the people that were

previ ously pool ed?
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A The only exhibit change that we had to nake,
my Exhibit B-3 and E and double E that was in the original
application, the percentages were correct there. The tract
| .D. percentages were not the sane as what was in those
exhibits. So, we...in these tract |.D.s, the percentage
nunbers are correct. The acreage...the acreage is presented
in...on the tract |I.D.s originally was correct. It was just

t he percentage was off a snmall anount.

Q Okay. To restate what you’ve said, was the
original...were the original Exhibits B, B-3, E percentages
correct?

A Yes, they were.

Q Was the index to the tracts on the plat

incorrect---7?
A They were.
---with regard to percentages?
Per cent ages only.
And you fixed that?
W fixed that.

o > O »

Ckay. Then to get back to where | started,
did anyone who was originally pooled suffer a decrease, or
enjoy an increase, in their percentage by reason of any of

t hese changes?
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A

on Tract 47 with
Q
A

pool ed?

o > O »

If it was, it would have been Coal Muntain
John Astor---.

But they’re a lease party?
They are | eased.

I'm talking in terms of people you’ve

No.
O that this Board has pool ed?
That’s correct. That’s correct. None.

Just so there’s no confusion, there’s no

change of percentage of anybody that was previously pool ed?

A

Q
acres?

A
application.

Q

A

No.

Ckay. Again, this unit contai ns how many

Mark, that acreage is in the origina

Ckay.

I don’t think I have that here before me

unless it’s right there.

Q
A,

acres.

Here, let nme lend it to you.

It should be on the first page. 1,590.44

And you’re not seeking to change, in any
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respect, the creation of this drilling unit by the original
order?

A No, we’re not.

Q So, the acreage renmains the sane and the
description remains the sane?

A That’s correct.

Q And with regard to your testinony concerning
applicable costs, in the original application, it contained
an Exhibit G and, in fact, contained Exhibit C for each of
the wells that you were seeking to attribute costs, correct?

A It did.

Q And t hrough inadvertent...was...were these
exhibits not included in the current?

A They were not.

Q Ckay. And was the allocation of costs on a
per-wel| bases greater or |less than what the Exhibit C that
went out with this notice?

A It was | ess than.

Q Ckay. And what is the correct per well
average cost in this sealed gob unit?

A $170, 890. 05.

Q And that was the exhibit that was...Exhibit

G that was originally presented?
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A It was.

Q And what is the total cost of the wells in
this panel, or in this sealed gob unit, that was reported and
all ocated when this unit was first created and pool ed?

A $1, 538, 010. 45.

Q And will you be filing or refiling the sane
exhibits with the Board?

A It will be.

Q So, they...well, | nean, they can go back
and | ook at it, but can you send them a copy?

A We can.

Q Ckay. The production fromthis seal ed gob
unit would be fromthe Tiller on down, correct?

A It is.

Q Ckay. And the production would be all ocated
to the respondents as is reported in the percentages |isted
in Exhibit B-3, correct?

A That’s correct.

Q So, there’s...there’s a column, interest in
unit in Exhibit B-3, correct?

A It is.

Q And that woul d be where the parties being

pool ed would ook to find their royalty share percentage or
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their percentage that they would need to use to cal cul ate

their participation cost or their carried interest cost,

correct?

A Correct.

Q Obviously, you’ve leased something in the
order of 99%of this sealed gob unit as well, correct?

A W have.

Q VWat are the terns, generally speaking, that

you’ve been offering for coalbed methane leases to the people
that you’ve succeeded in obtal ning | eases fronf

A It’s a $1 per acre per year, with a five
year termrental and a one-eighth royalty.

Q Ckay. So, with regard to any deened to have
| eased provision, and el ection provisions concerning Nancy
Rose and Grady Horn, would those be the ternms you would
recommend to the Board?

A It is.

Q And with regard to M. R fe, he does not
need an election option because he’s leased, correct?

A That’s correct.

Q Do you have addresses for all of these
people, so there’s no escrow necessary for unlocat eabl es?

A. No. That’s correct.
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Q And you’ve submitted Exhibit E with regard
to escrow for other conflicting claimnts?

A Ve did.

Q Is it...lastly, is it your opinion that the
pl an of devel opnent for this sealed gob unit is a reasonable
plan to devel op the sealed gob gas wwthin the unit for the
benefit of all owners?

A It is.

MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

MASON BRENT: Did you say that you had spoken to

these...these three people to explain the mx up?

LESLI E K. ARRI NGTON: Ckay, Grady Horn and Nancy

Rose, we have not. M. Rife called in and we expl ai ned the
situation to himand he had no problens with it.

MASON BRENT: But you didn’t contact the others to

expl ai n?

LESLI E K. ARRINGTON: Ot her than...other than by
certified mail, no.

MASON BRENT: | would just think this...you know,
this stuff is confusing enough for the public. | would think

that when you had a mix up like this, you’d take the time to
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1 call and try to explain.

2 BENNY WAMPLER: Are you offering to do that?

3 LESLIE K ARRINGION: I’11...I'11 see what I can do
4 about it.

5 MASON BRENT: I know he’s not required to do that.
6 LESLI E K. ARRI NGTON: Yeah.

7 BENNY WAMPLER: | understand. | understand.

8 SANDRA RIGES: |Is the Exhibit B-3 that was handed
9 out replacing the one?

10 MARK SWARTZ: Yes.

11 BENNY WAMPLER: Anyt hing further?

12 (No audi bl e response.)

13 BENNY WAMPLER: |s there a notion?

14 MASON BRENT: | nove that we grant the application,

15 M. Chairnman.

16 BENNY WAMPLER: | have a notion to grant the

17 applications as presented.

18 DENNI S GARBI S: | second.

19 BENNY WAMPLER: Moti on and second. Any further

20 di scussion?

21 (No audi bl e response.)

22 BENNY WAMPLER: All in favor, signify by saying yes.
23 (Al nmenbers signify yes.)

24
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BENNY WAMPLER. (Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

MARK SWARTZ: Thank you all.

BENNY WAMPLER: Okay. ©Now, we’re going to go back

to nine, ten and four. I’11 do that properly here in just a
minute. While you all are getting set up, we’re going to
take five m nutes.

(Break.)

BENNY WAMPLER. Ckay. For those follow ng our

agenda, we'’re going to start with number nine, but we’re
going to take four, nine and ten in order...but starting with
the order nine, ten and four. So, the next itemon the
agenda is a petition from Equitable Production Conpany to
nmodi fy a previous pooling order for a coal bed nethane unit
identified as VC-3621. This is docket nunber VGOB-97-07/15-
0591-01; and we’d ask the parties that wish to address the
Board in this matter to conme forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
Ji m Ki ser on behal f of Equitable Production Conpany. CQur
witnesses in this matter wll be M. Don Hall and M. Martin
Puskar .

BENNY WAMPLER: And if you folks starting with you
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ma’am, and go this way and identify yourself.

LOUVENE AUSTI N: I’'m Louvene Austin, 809 Afton

Street, Kingsport, Tennessee 37660. This is ny husband.

JOE AUSTIN: Joe Austin from 809 Afton Street,

Ki ngsport, Tennessee 37660.

JUDY McKINNEY: I'm Judy McKinney and I’'m from

Ransey Ridge. W own an interest in this property that the
gas is being taken from the 50 acre mneral exenption of
El bert Ransey.

REBECCA PARI GAN: I’'m Rebecca Parigan. I live in

Elkin, North Carolina and I own the property that they’re

fixing to drill on and have never been notifi ed.

BENNY WAMPLER: Okay. The way we’re going to
proceed, M. Kiser will go ahead and present his information
and then you’ll have an opportunity to ask any questions you

have as they present their w tnesses and---.

JUDY McKINNEY: | have a statenent prepared that,

whenever they get done, that I’d like to make.

BENNY WAMPLER: Sure. That’s fine.

(Board nenbers confer anong thensel ves.)
(M. Kiser distributes exhibits.)
JIMKISER M. Chairman and Menbers of the Board,

what we are going to do here today, these three wells are
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heari ngs nunber nine, ten and four, all involve a 50 acre
tract in the El bert Ransey heirs. The first one that we
woul d like to address, that being Equitable Production
Conmpany wel |l nunmber VG 3621, is actually a nodification of a
prior pooling that we did in July of 1997. 1I’11 start with
Mr. Hall and he’ll give you some history as to why we’re back
before you to modify that prior order and then we’ll go from

t here.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Mr. Hall, if you’d state your name for the
record, who you’re employed by and in what capacity?

A My name is Don Hall. I’'m with Equitable
Production Conpany as District Landman.

Q And do your responsibilities include the
| and i nvol ved under this unit and in the surroundi ng area?

A Yes, they do.

Q And you’re familiar with the application
that we filed seeking a nodification of a prior order for
this well?

A Yes, | am
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MASON BRENT: W need to...M. Chairman, we need to

swear the w tness.

COURT REPORTER: M. Kiser, | need to swear the

W t nesses.
JIMKISER: Oh, I'm sorry. You need to swear both
of these guys.

(Al'l Wtnesses are duly sworn.)

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q We’ll start over then. If you would, again,
Mr. Hall state your name for the record, who you’re employed
by and in what capacity?

A My name is Don Hall. I’'m with Equitable
Production Conpany as District Landman.

Q And do your responsibilities include the
land involved in the unit for VC 3621 and in the surroundi ng
area and you are famliar with the application we filed
seeking a nodification of the prior Board order for this

wel | ?
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A Yes.

Q Ckay. Now, would you explain for the Board
Why we’re seeking this modification?

A In, I believe it was ‘97, we forced pooled
this...forced pooled the Rai nwater Ransey heirs for this
well. Subsequent to that, we’ve met with Ms. McKinney and
M. Austin and their attorney and have nmade the determ nation
t hat concl uded that Rai nwater Ransey had several kids. |
think eight or ten or maybe twel ve, and El bert was...El bert
Ramsey was one of his kids. This 50 acres we’re discussing
here is a 50 acre exception out of a mneral tract that was,
when the mneral was sold, this 50 acres was excepted and
initially we thought it was excepted by Rai nwater and,
therefore, the tract woul d have been owned by his...by his
heirs. But in...after having a neeting with Ms. MKi nney and
M. Austin and their attorney, we concluded that only the
El bert heirs own the 50 acre exception. So, therefore, what
we did was force pool too many people and we need to...we
need to reduce the nunber of people down to just the El bert
heirs as listed on our Exhibit B.

Q So, what we’re seeking to do then is to
di sm ss the Rai nwater Ransey heirs, who | think were, with

t he exception of the Elbert Ransey heirs, listed in the
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original pooling application as unknown, so any royalty
interest attributed to themis in the VGOB escrow account and
then repool the Elbert Ransey heirs with their new i ncreased
interest within the unit, is that correct?

A Yes.

Okay. And does this proposed |ocation fal
within the Board’s order for the Nora Coalbed Gas Field?

A Yes, it does.

Q Now, prior to filing this application, were
efforts made to contact each of the unleased respondents and
attenpt nade to acquire a voluntary oil and gas | ease from
t henf?

A Yes.

Q Ckay. Now, at the tinme that Equitable filed
this application seeking a nodification, they had under | ease

in the gas estate in the unit 94. 065%

A Yes.
Q And the sane percentage of the coal estate?
A Yes.
Q Ckay, now, since we filed this application,

were you successful in your attenpts to obtain any additiona
voluntary | eases?

A Yes. We’ve picked up three | eases fromthe
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El bert Ransey heirs.

Q And that’s why we have...in addition to the
fact that we’re dismissing out the Rainwater Ramsey heirs to
reflect Tract 2 as being owned holy by the El bert Ransey
heirs, could you point out for the Board, and for the Ransey

heirs, who those additional | eases are?

A They’ re Margie Duncan.

Q Wi ch is on page one?

A Right. And Leroy Church

Q Whi ch is on page four

A And Vel va Sut herl and Col erman.

Q On page five. So, what is the percentage of

the unit that is under |ease to Equitable now in both the gas
and coal estates?

A 94. 62250 percent.

Q Ckay. And then all the parties that remain
unl eased at this point in tine are set out in this revised
exhi bit, dated June the 16th, 20007

A To ny know edge.

Q Ckay. And what is the interest within both
the gas and coal estate that remains unleased at this tinme?

A 5. 3775%

Q Ckay. Now, are the addresses set out in
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this revised exhibit to the application the | ast known

addresses for the respondents?

A Yes.

Q Are you requesting the Board to force poo
all unleased interest listed in this revised Exhibit B?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

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

A A $5 bonus, a five year term a one-eighth
royalty.

Q Ckay. In your opinion, do those terns you
have testified to represent the fair market value of and fair

and reasonabl e conpensation to be paid for drilling rights
wWithin this unit?

A Yes.

Q Ckay, now, based on the respondents, the
parties in Tract 2 that have not agreed to a voluntary | ease,
they were under the ‘97 order given an election option, but

since we’re coming back and modifying it and their interest
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are being affected, in other words, their interest are
i ncreasing, do you agree that they should be allowed a second
el ection option, so to speak, and that those options should
be: 1) Participation; 2) a cash bonus of $5 per net mnera
acre plus one-eighth of eight-eighths royalty; 3) in lieu of
a cash bonus and one-eighth of eight-eights royalty, a share
in the operation of well on a carried basis as a carried
operated under the follow ng conditions: Such carried
operator shall be entitled to their share production fromthe
tracts pooled accruing to his interest exclusive of any
royalty or overriding royalty reserved in any | eases,
assi gnnents thereof or agreenents relating thereto of such
tracts, but only after the proceeds applicable to his share
equal (A) - 300% of the share of such costs applicable to the
interest of the carried operator of a |l eased tract or portion
thereof; or (B) - 200% of the share of such costs applicable
to the interest of a carried operator of an unleased tract or
portion thereof?

A Yes.

Q Do you recommend that any Board order
provi de that elections by a respondent be in witing and sent
to the applicant at Equitable Production Conpany, C over Leaf

Square, Building B, Big Stone Gap, Virginia zip code 24219
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and sent to the attention of Rita MAothlin-Barrett?

A Yes.

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

A Yes.

Q Shoul d the order provide that if no

el ections is properly nmade by a respondent, then such

respondent shoul d be deened to have el ected the cash option

in lieu of participation?

A Yes.

Q In other words, that being the $5 per acre

bonus and one-eighth of eight-eights royalty?

A. Yes.

Q And shoul d unl eased respondents be given

thirty days fromthe date of the execution of Board order to

file those witten el ections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given forty-five days to pay
their proportionate share of well costs?

A. Yes.

Q Does the applicant expect any party el ecting
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to participate to pay those costs in advance?

A Yes.

Q Shoul d the applicant be all owed a hundred
and twenty days follow ng the recordation date of the Board
order, and thereafter, annually on that date, until
production is achieved to pay or tender any cash bonus
becom ng due under the order?

A Yes.

Q Do you recommend that if the respondent
elects to participate, but fails to pay their proportionate
share of well costs, then respondents election to participate
shoul d be treated as having been withdrawn and void and such
respondent should be treated just as if no election had been
made, in other words, deened to have | eased under the force
pool i ng order?

A Yes.

Q Do you recommend if a respondent elects to
participate, but defaults in regard to the paynent of well
costs, any cash sum becom ng payable to such respondent be
paid within sixty days after the | ast date on which such
respondent could have paid, or nade satisfactory arrangenent
for that paynent?

A Yes.
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Q kay. In this case, we still do have sone
unknown/ unl ocat eabl e heirs. So, are we requesting that the
Board continue or, I guess you’d probably have to establish a
new escrow account in this new order, establish a new escrow
account under any new order to escrow the royalty interest
represented by those unknown owners?

A Yes.

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

A Equi t abl e Producti on Conpany.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

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

BENNY WAMPLER: Do you fol ks have any questions of

this wtness?

JUDY McKI NNEY: No.

JCE AUSTIN. Are you saying that we have to pay for

the well? | nmean, part of it?
JIMKISER Only if you want to elect to participate

and then you’d become a working interest owner.

JOE AUSTI N: Uh- huh.
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JIM KISER Rather than a royalty interest owner
JOE AUSTI N:  Un- huh.

JIM KISER: That’s one of the elections you have.

You don’t have to, no.

JOE AUSTIN. Onh, | see. Judy?

JUDY McKINNEY: No, | have no questions about this

particul ar well.

BENNY WAMPLER: Cal | your next---.

JUDY McKINNEY: I just wish to say what I’ve got to

say when they get done and nmake a statenent.

BENNY WAMPLER: Okay, that’s fine. Go ahead.

MARTI N PUSKAR

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

QUESTI ONS BY MR KI SER

Q M. Puskar, would state your nane for the
Board, who you are enployed by and in what capacity?

A My name is Martin Puskar. I’m employed by
Equi t abl e Product ion Company and I’'m a Petroleum Engineer.

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

A. Yes, it does.
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Q And you’re familiar with...now, this well

3621, the spud date on this well was Septenber the 8th, 19977

A Yes.

Q And the total depth of this well is 2,320
feet?

A Yes, it is.

Q Okay. The conpletion date on this well was

Sept enber the 22nd, 19977?
A Yes.
Q Ckay.
BENNY WAMPLER. Di d you say 2,320 feet?

JIMKI SER: Yes, sir. 1It’s different from the
application. It’s a little bit new.

Q And this well was actually turned on |ine on
Oct ober the 8th, 19972

A Yes.

Q Ckay. And if---7

JCE AUSTIN. Whuld you give us that date?

JIM KI SER: Yes, sir, I’1ll give you a copy of all of
this.

JOE AUSTI N Ckay.

JIMKISER It will be on both of these.

JCE AUSTI N. Thank you.
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LOUVENE AUSTIN. Ckay. Okay, thank you.

Q Now, based upon the production streamt hat
you’ve seen since you’ve been on line since October of ‘97,
what is your new projection of the estimated reserves for the
life of the unit?

A Qur current projections for the gross

estimated reserves right now is 555,000,000 cubic feet of

gas.
Q Ckay. And what...what were the actual well
costs for this well, conpleted well cost?
A The total well cost that we have got right

now was $143, 955.
BENNY WAMPLER: Repeat that, please.

A $143, 955.
BENNY WAMPLER: Thank you.

MASON BRENT: That’s completed...excuse me,

conpl et ed?

A Yes.

JIMKISER: It’s completed. For the Board, do you
want a breakdown of that of tangi ble and intangible frac,
of fset and that kind of stuff?

BENNY WAMPLER: | woul d say just give us on file...

you know - -.
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JIM KI SER  The conpli ance.

BENNY WAMPLER: ---submt it to M. WIson for

filing.
JI M KI SER  Ckay.

BENNY WAMPLER: Unless there’s questions about it.

We’ll need it on file.

Q Okay. And those costs included a nultiple
conpletion and a reasonabl e charge for supervision?

A Yes, it did.

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

A Yes, it woul d.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

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

BENNY WAMPLER: Do you fol ks have any questions of

this wtness?
(No audi bl e response.)

BENNY WAMPLER: Ckay. Do you have anything further?
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JIM KI SER: We’d ask that the application be
approved as subm tted.

BENNY WAMPLER: Ckay, Ms. MKi nney.

JUDY McKINNEY: Do want me to just...I’ve got my

statenents witten out as to all three wells, as they al
three pertain to all of...to the sane property, the sane
ownership and everything. Do you want ne to go ahead with
that now or do you want---?

BENNY WAMPLER: That’s fine. Do that now.

JUDY McKINNEY: Okay. I’m going to read what I’ve

got and then I’'11 give you my copy and I might elaborate on
sonme of this.

The followi ng statenents are...and | also want to
mention that this, I’'m Cecil McKinney’s wife and this is what
we canme up with and, you know, the other heirs may, or may
not, go along with us and that’s left up entirely to them.

The followi ng statenents are our opinions and
requests concerning the well drilling and force pooling near
Elbert Ramsey’s house and orchard located on Ramsey Ridge,

Rt. 1, dincho, Virginia in D ckenson County, Virginia. W
agree that only the Elbert Ransey are entitled to the royalty
paynments fromwel |l s VC 3621, VC 3212, VC 3698 and any ot her

wel | s which may be draining gas fromthe El bert Ransey
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property.

We request that any noney fromroyalty that has
been put into trust, or escrow accounts, for the Rai nwater
Ransey heirs fromthe VG 3621 well which we’re discussing, be
di vi ded appropriately between the El bert Ransey heirs plus
interest fromthe said noney held in escrow. W request that
royalty paynments fromwell VC 3212 fromthe day that it was
to be...was drilled be paid appropriately to the
Ransey. .. El bert Ransey heirs, plus interest and royalty
paynment s due.

We also want to point out that this well, we were
never forced pooled on this well and we were never given any
notice that this well was draining our gas. The permt was
just obtained, the well was drilled and we were never
notified that it was taking gas fromour property.

It’s no secret that the Elbert Ramsey heirs own the
reserved 50 acres of mnerals, gas, coal and oil or whatever,
fromthe 1,303 acre mneral tract which was executed by
Rai nwat er Ransey to J. T. Walter in Deed Book 4, Page 260.
Fromthe 1,303 acre mneral tract, Pittston has only paid
m neral taxes on 1,253 acres. Wth all the attorneys, this
Equitable, their | and agents, their geol ogist, their previous

experiences with heirs, there is no legiti mte reason why
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Equi t abl e woul d not have known that they were draining gas
that they did not own from the Elbert Ramsey heirs’ property.

Furthernore, we are of the opinion that wells VG
2279, VC- 2278, P-227, P-317 and possibly P-245 are draining
gas fromthe Elbert Ransey tract, also. These wells were
never forced pooled and we were never notified that they may
possi bly drain our gas. W have...| have contacted two
geol ogi sts, one in Cklahoma and one in West Virginia. W
have a geol ogi st report to hel p back up our opinions that
these gas wells are draining our gas fromthe property.

None of the above wells were forced pool ed or
| eased when permtted and no royalty has been received from
their production. Again, Equitable Production has no excuse
for not know ng that these gas wells would drain gas fromthe
El bert Ransey property.

We have been in neetings and di scussions with
attorneys and various ot her enpl oyees of Equitable for over
two years in an attenpt to resolve the matter of who the
heirs to this property are. W have al so stressed the fact
that Elbert Ramsey’s heirs are entitled to royalty from
several gas wells located around this property.

Therefore, we are requesting that no permt be

i ssued for VC-3698 at this tine. W are also requesting that
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wel | s VG 2279, VG 2278, P-227, P-317 and P-245, VC 3621 and
VC- 3212 be shut down or dealt with by the Virginia G| and
Gas Board until matters concerning the drainage of gas from
the El bert Ransey heirs property be addressed and settl ed.

We request that the Virginia G| and Gas Board thoroughly

i nvestigate and address these matters which could include gas
wells not listed above. W are also requesting transcripts
of the hearings which were had to obtain permts for these
wells. We would Iike to know what kind of testinony was
given in order to obtain these wells, or these permts.

We al so request that Equitable Production Conpany,
and/or the Virginia Ol and Gas Board, devise or find a way
to properly disburse or distribute royalty paynents for the
interest of Lula Brown, which was willed to the Ransey Ri dge
Community and cenetery. This church and cenetery is a
community church and cenetery which is not owned by any one
denom nation or person. It was built by funds or noney from
several church denom nations and many of the heirs to this
property and community residents. It was not built with the
approval and consent of all the heirs who owned this property
and has, therefore, been in controversy anong denom nati ons
and heirs for several years. W are, therefore, requesting

t hat Equi tabl e place any noney to be received fromroyalties
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due the church and cenetery into a trust account and petition
the Grcuit Court of Dickenson County to rule on how royalty
paynments shoul d be used or distributed.

We al so want to point out and request that permt
VC- 3698 shoul d be denied at this tinme based on the fact that
the surface owners, Roy and Rebecca Pari gan, have not been
properly notified of the request that said well wll be
drilled upon their property; and this is signed by ny husband
and I and I’'d like to give it to the Board for their records.

JIMKISER Do you have a copy of that for us?

JUDY McKI NNEY: Could you all nake hima copy?

JIM KI SER: Yeah, I think the only way we’re going
to be able to handle this is to get a copy and go through it
matter by matter. Otherwise, it’s going to be completely
confusing to you all.

BENNY WAMPLER. Do you want to use this---?

DENNI S GARBI'S: | am thoroughly confused at this

poi nt .
JIM KI SER Yeah.

JUDY McKINNEY: Well, | can sumit up, the gas wells

that are located around this property, or a good portion of
them are draining gas fromthis property. W know from

di scussion with the gas conpany that this is a hot area. W
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also know that it’s in heirship. So, therefore, it’s hard to
get any matters pertaining to this settled and it’s an easy
way, | guess, what | want to nicely say, for the gas conpany
to go ahead and drill their gas wells and nobody w il cone
forward and say anything because nobody really knows what to
say or what to do.

Now, what got me into this...I’ve been into this
for several years. W have a...we organized a commttee
call ed the D ckenson County Ctizens Conmmttee in 1986
because we felt that we were being treated unfairly by the
gas conpany. W had a lot of bad run-ins, and since that
time we have cone a long way with the gas conpany, you know.

And, like | said, Benny Wanpler renenbers ne froma | ong
time ago when this started. Wat---.

BENNY WAMPLER: She neans that friendly.

JUDY McKI NNEY: OCh, yeah. Wen these got started,

what got me to...I've worked on this off and on for several
years and I’'ve had a hard time...I work for an attorney and I
also do title searches and I’ve learned a lot from it. I’ve
been trying to search this property out and figure out
exactly how it exists, who owns what and it has not been easy
with...with working and going to school and raising a famly,

but I’ve still been working on it.
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What got ne concerned about this, they had applied
for a permt for a well, | guess, it was the first one that
we were ever in on the...l think it was P-2...304, or
sonething |like that and when | tal ked to a geol ogi st about it
he said well, if they drill that well there, and it was
Bart... M. Bartlette, he said they will drain your gas off of
this property over here, because | knew at that tine we
al ready owned the mneral rights on this property. | knew
that it had been excepted. So, then that got nme to checking
onit. | was out in Colorado and net a geol ogi st from
Ckl ahoma in a Citizens Coal Counsel neeting that we have out
there each year and got to discussing it with himand found
out alot of this information. So, | began to get production
reports, sales reports and things |like that for all of these
wells that had been drilled around the property, conpletion
reports, and I sent themto this geologist in Cklahonma and |
al so sent themto the one in West Virginia. And they both
were of the opinion that these wells were drilling...were
draining gas fromour property. But when | started
requesting all of this information fromthe gas conpany and
stuff and then they cone up and force pooled us on VC 3621.
And that’s when they force pooled us with all the Rainwater

heirs.
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Now, I didn’t come to that hearing then because I
didn’t have all my ducks in a row, or I didn’t have all my
facts straight about the property and I wasn’t for sure, and
I don’t want to come here and tell you something that I don’t
know what I’'m talking about, or I don’t want to come here and
lie to you in anyway about what | feel. Since then, |I have
checked on this and I’'ve went and done title searches and I
have found where the El bert Ransey heirs are the only heirs
that own this property and | did manage to convi nce them and
their attorneys of that in a hearing that the El bert Ransey
heirs, and not the Rainwater heirs, were entitled to it; and
at that tinme, | brought up the fact that these other gas
wells were draining...draining our gas. Wen | done that,

t hen they went back and said, yeah, VG 3212 is, but we didn’t
force pool you on that. They tried to tell ne that P-317 was
i ssued...that you all issued themthe order and it was right
within limts of the property line. So, therefore, they
didn’t have to notify us and because it was just that close,
it was okay to go ahead and take the gas. But issuing a
permt in a distance close to a property line is one thing.
Taki ng sonebodies gas is entirely a different one. You al
have no authority to tell themthat they can take our gas

just because they’re within the property, within the
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di stances, is what I'm trying to say.

Whenever | done the geol ogi st reports, they
indicated that these P wells, which are the natural gas wells
we refer to, they can draw froma nuch further distance.

That they draw fromone usually from..like if they have them
incircles, they draw fromone to the other one and the
square ones that are drilled at a | essor depth drain the gas
froma...froma shorter distance.

Now, there’s gas wells all around this property and
this is a hot area and there has been a | ot of noney...from
the production reports and the sales reports that | have,
there has been a | ot of noney that has been nade off of gas
on there. The only thing that we want is our fair share of
what has been drilled and we don’t want nobody to take gas
that they don’t own or take our gas and not pay us for it.

BENNY WAMPLER: Thank you. Ma’am, did you have

any---?

REBECCA PARI GAN: I’ve just got to say that on the

V6...l1 mean, the VC 3968 well, out of $4,000,000 or whatever
in escrow, you’d think that you could do sonebody to do sone
title searching and get the right nane for the property and

send the $.33 stanp, or whatever, to get the right person

named notified that whose property it is.
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JIM KI SER: And you’re the surface owner of that?

REBECCA PARI GAN: | am

JIMKISER Well, do you want us to address that one
first because that would probably be...that’s your---7?

DON HALL: That’s...but that’s not the hearing we’re
tal ki ng about.

JIMKI SER: Well, that’s true.

REBECCA PARI GAN: That’s...that’s out of the 50

acres they own the mneral rights under it and | own the
sur f ace.

JIMKISER Right, | understand. Do you want us to
address that when we get to 39687

BENNY WAMPLER. When we get to it. Yeah

JIM KI SER Ckay.
REBECCA PARI GAN: Ckay.

BENNY WAMPLER: That’s on that one specifically.

JI M KI SER: We have notified you. You just haven’t
gotten it yet.

REBECCA PARI GAN: (| naudi bl e.)

JIM KI SER  Ckay, so under---.

MASON BRENT: What is your...I’'m sorry. I just want

to clear up for the record a little bit. M. MKinney, you

have referred three tines to a VG 3698. Do you nean 3968?
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REBECCA PARI GAN: 3968, | think.

JUDY McKINNEY: Oh, I wrote it down wrong. I’'m

sorry.

MASON BRENT: Ckay. | just wanted to clear it up.

JUDY McKINNEY: It’s 3968. Okay, I’'m sorry. I

apologize. It’s hard to keep all of these nunbers straight.

MASON BRENT: I’'m sorry. I just wanted to get it

straight.

JIM KI SER: Well, with the Board’s permission, I
guess what we would like to do at this tine is address M.
McKinney’s concerns, some of which will apply to, or | guess
all of which, will apply to all three of these hearings we
have before you. $So, I don’t know how you really can part
them out and say this one involves 3621, this one invol ves
3212, but I’11 do the best I can on that and then---.

BENNY WAMPLER: Let ne see if M. and Ms. Austin

have anything on this one as well while we have it called and
then you can perhaps---.

JOE AUSTI N This 39687

JIMKISER No, this is 3621.
BENNY WAMPLER: No.

JOE AUSTIN. Ch. 3621.

BENNY WAMPLER: This is 3621.
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JCE AUSTI N: That’s the one that...Rita Barrett has
told us that you all failed to give notice on this one. |Is
t hat correct?

JIMKISER Failed to give notice?

JOE AUSTI N: That’s what...that’s what she says.
She net at ny house and failed to give notice. 36217

JI M KI SER: No, she’s probably...I think you’re
probably...that’s probably 3212, which at the time that was
drilled, we didn’t force pool it because not knowing where

the 50 acre exception was | ocated, we...at that tine
Equitable’s people felt that was a voluntary unit. So, you
wouldn’t have been required to have gotten any notice. But
you got notice of the hearing for today on 3621.

JOE AUSTI N 3621. She said that we was failed to

give notice. She wote this herself.

JIMKISER Well, she probably...she nust have nade
a m st ake.

JUDY McKI NNEY: Maybe she done |ike ne and m swote
t he nunbers down.

JI M KI SER Yeah.

JCE AUSTIN. And al so, she said VC 3212 was going to

be shut down and El bert Ransey heirs woul d receive 23.31%in

that unit.
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JIMKISER Right. We’ll get to...yeah, we’ll get
to that when we get to 3212.

JCE AUSTI N Ckay. kay.

JIM KI SER: We’ve got a printout on the royalty and
that for you.

LOUVENE AUSTI N: Ckay.

BENNY WAMPLER: All right. You can go ahead and

address Ms. McKinney’s concerns then.

JIM KI SER: Okay. And I’11 do this in conjunction
with M. Hall. Her first contention is that the Ransey heirs
are entitled to the royalty and not the Rainwater...the
El bert Ransey heirs and not the Rai nwater Ransey---.

JOE AUSTI N Right.

JIMKISER ---on these three wells. W agree with
that entirely. 1In the case of 3621, the nobney that has
been...was originally attributed to the Rai nwater Ransey
heirs is in the escrow account, the state escrow account and
that needs to be...you can petition the Board to get that out
inthe interest...in a proportionate interest that we set out
within that unit for the El bert Ransey heirs.

The royalties that are...should be attributed to
the El bert Ransey heirs for 3212, if you want ne to, |ike |

say, address this sort of in totality, have been internally
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escrowed by Equitable and we have a printout fromthe tine
this well went on line in November of ‘94 and we have
a...excuse me, November of ‘95, and we have a printout of
that nonthly royalty anmount that should be attributable to
your all’s interest. So, in other words, we’re in total
agreement on that. 3968 has not been drilled yet and we’ve
got that one right. W hope. W think.

JOE AUSTIN: Right.

JIMKISER Ckay. So, that addresses that issue, |
hope. As far as the...why this whole thing has happened, |
don’t think there has ever been any question that title wise,
the chain of title wise, that there was a 50 acre exception
to this bigger piece, this 1,300 acre piece. It has been a
survey issue and Equitable’s problem all along has been where
that actually, and correct me if I’'m wrong, Don, Jjump in
here, but---.

DON HALL: We knew, you know, generally where it
was, but specifically, it took a while to get it tied down
exactly to where the corners were and everyt hi ng.

JIM KI SER: And that’s what his...we’ve never said
that the Ramsey heirs didn’t own the coal, o0il and gas under
that 50 acres. It was a question of where it was actually

| ocated on the ground, which makes all the difference in the
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world as to whether or not it’s included in a particular
unit.

JUDY McKI NNEY: Well, now, I...l would disagree on

t hat because whenever we were over here...we were in our
first hearing, like |I said, wth Benny Wanpler in 1986 at
that tinme, we had run gas well people off the property and we
had even run an inspector Herndon...M. J. Herndon off the
property because he was out there trying to check on a well
site that you had actually on the property. M husband went
out there and run himoff and we had run the surveyors and
stuff off of the property that were surveying for gas wells
out there. So, in 1986, we were claimng title to that
property. In hearings that we had before M. Wanpler at that
time concerning that one well, we brought up the fact that we
owned that and that was the house and orchard and we even had
the heirs there that could testify to where the house and
orchard of El bert Ransey was.

BENNY WAMPLER: You all don’t have a bigger map, do

you, that shows...with you that shows not only these wells
but the other...the P-317 and the others she nentioned?

DON HALL: T don’t have anything---.

JIM KISER Those are fairly easy to address if you

want nme to address those.
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BENNY WAMPLER: Well, that’s fine. I mean---.

JI M KI SER: Because I'm not sure you have any
jurisdiction over that issue to begin with, nunber one.

BENNY WAMPLER: Wel |, | understand. | was just---.

JIMKISER: In fact, I'm sure you don’t. But number
one, VG 2279 and VC-2278 are drilled under the Nora Field
Rules. They’re the 58.77 acre units and this 50 acre
exception is not...none of the 50 acres are in either one of
those units. |Is that correct?

DON HALL: That’s correct.

JIMKISER The wells P-227, P-317 and P-245 were
drilled at the tine...are conventional wells, were drilled at
the time when statew de spacing was 500 feet. Once agai n,
none of the 50 acre exception is within those units.
Therefore, they wouldn’t be entitled to any notice or royalty
under statew de spacing and/or the Nora Coal bed Field rules.

JCE AUSTIN. Do you got anything show ng VC 3212,

the year it was drilled?
JIM KI SER: Yes, sir, I'm going to...well, I’'1ll get
to that when we get to that hearing.

JCE AUSTIN. Ckay. Thank you.

JIM KISER Then | guess the...you know, as far as

the wells being shut down and that sort of thing once again,
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I don’t think that’s your jurisdiction. That would be Mr.
Wilson’s.

And as far as the church, we’ve got it listed now
on all three of these units as Ransey Ri dge Church and
Cenmetery, care of WIburn Ransey, Trustee. |[If the church
wants that changed, | nean, they just need to notify us.
We’ve got them---.

JOE AUSTIN. WI... Wlburn is the trustee.

JIM KI SER: We’ve got them identified.
DON HALL: We...I| think you, or soneone, gave us the
name of Gordon Deel as the Trustee.

JOE AUSTI N: Gordon Deel

DON HALL: And Gordon said he wasn’t a Trustee any
nmore, that WI burn---.

JOE AUSTI N: Well, he’s the church Trustee. But

he’s the---.

LOUVENE RAMSEY: He’s the Clerk. He’s a Clerk of

t he church.

JOE AUSTI N: He’s the Clerk.

DON HALL: Well, he...he gave us---.

JUDY McKINNEY: He’s the Clerk of one of the

denom nations that has church in there.

JOE AUSTI N: He’s in the church book as the Clerk.
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JUDY McKINNEY: Tt shouldn’t...my opinion is, I

don’t want the money from that for the church. But my
opinion is that that noney...any noney that would go to the
church and the cenetery should be allotted to the care of the
church and the cenetery, or whatever takes place there, and
this is heirship. It hasn’t been settled. Probably a
partition suit or sonething needs to be filed to settle the
hei rship property to decide who owns what. But at this
point, we don’t feel that it’s fair to give that money to any
one specific denom nation since all the heirs ows it and
since nore than one denom nation has church there and shoul d
have...and the heirs has access to that and we feel that the
only fair way to do that is to petition the Crcuit Court and
|l et them set up soneone to say how that noney is to be
distributed and what’s to be done with that money that goes
to the church

JIMKISER W can...we can escrow that---.

DON HALL: Until we---.

JIM KI SER: Actually, it would be...since it’s
unleased, it would be under your jurisdiction since there’s a
conflict. We could escrow it under the Board’s jurisdiction
and then once you get that settled, you could notify them and

get that noney out.
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JUDY McKINNEY: That’s fine.

JIM KI SER: We don’t really have a dollar amount.

JUDY McKINNEY: Just as long as it’s...it’s, you

know, handl ed appropriately.

JOE AUSTI N: That’s all we’re after.

SANDRA RIGGS: It seens to ne that to have a

conflict, you’ve got to have the parties in conflict to come
forward and make claimto the noney. Now, who do we have
that has nmade claimto the noney? Wo is the conflict

bet ween?

JIMKISER Well, | think what she’s saying is we’ve
got it listed as care of this WIburn Ransey, Trustee for the
church and the cemetery. But I think she’s saying the intent
of the WII or what...this property was devised through a
WIIl, that maybe the intent of the parties was such that the
money shouldn’t go to anyone individual or entity. The
record title---.

BENNY WAMPLER: Well, he’s Trustee of one

denom nation and---.
JIMKI SER O whatever...yeah.
JUDY McKINNEY: That’s right.

BENNY WAMPLER: ---not Trustee of all the

denom nations that are utilizing the church.
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JUDY McKI NNEY: Yeah, see WI burn---.

JOE AUSTIN: Yeah. All we’re asking for is to go to

the right place---.
JUDY McKINNEY: To the---.

JOE AUSTI N: ---to let each distribute it to take

care of the church and the cenmetery is what we’re asking.
JIM KI SER: Right. And all we’re showing is record
title. | nmean, if you all want to do sonet hi ng
differently---.
JUDY McKI NNEY: We understand that that is a mx up

and we understand that it is hard to settle and we’ve

di scussed this and none of the heir...none of us that
have...|l nmean, the Austin or |...nme and ny husband have
discussed this, we don’t want any of the money that is to go
to the church, but we would like to see the noney go to the

upkeep of the cenetery and the church as long as the church

is there and because of the conflict between the different
denom nati ons and even the heirs...l nean, there has been
doors | ocked on each other. There has been (inaudi ble) has

been | ocked. There has been sheds tore down and rebuilt and

there has been a conflict of where it’s...it’s a dispute.
It’s a...it’s a heirship dispute of land. So, in order to
fairly get this right, we feel |ike possibly the only thing
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we know of, or that | know of, to think of is to have the
Circuit Court say, okay, this person is going to be appointed
as Trustee over this church, or this cenetery, and this...you
know, to be responsible to the Court how the noney is spent
and to make sure that it goes for the benefit of the church
and the cenetery.

SANDRA RIGGS: Well, | think the Crcuit Court could

do that. I'm not so sure that this Board can. It has got to
fall in one of two categories. Either an unknown and
unl ocateable or a conflicting clainmant and the question would
be if it’s a conflicting claimants, you have to identify the
parties to the conflict and nanme themin the...in the
application or nane themhere as to who the claimnts are.
JI M KI SER: We weren’t aware that there was any
conflict. This is obviously an internal thing.

SANDRA RI GGS: What we’re really saying is we don’t

know who to pay the money to. Is that what we’re saying-?
JIMKISER No. By record, this is who we should
pay the...by record title.
SANDRA RI GGS: Ransey Ridge Church and Cenetery---.

JI M KI SER: Yeah.
SANDRA RI GGS: ---as vested with title.

JIMKISER Right, vested with title. But the
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problem is, there’s some dispute, I guess, internally as to
if they get that noney, will it be properly distributed or
properly used.

JUDY McKINNEY: Well, they’re invested with the

interest. The Ransey Ridge Church and Cenetery is invested
with the interest of Lula Branham

JIM KI SER Ri ght.

JUDY McKINNEY: At this point, no one actually knows

where Lula Branham’s part would fall if there were a
partition suit nmade on the property.
JIMKISER: It’s an undivided interest.

JOE AUSTI N: It’s undivided.

JUDY McKINNEY: It’s an undivided interest.

DON HALL: Whuld...is WIburn Branham actually a
Trustee, or is he just involved in one---7?

JUDY McKI NNEY: He’s her son.

JOE AUSTI N: He’s Lula’s son.

DON HALL: |Is he just involved with one of the
di fferent denom nati ons?

JUDY McKINNEY: He’s just involved with one

denom nati on.
JIM KI SER (| naudi bl e) .
DON HALL: Pardon?

126



© 00 N o o b~ w N P

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

)
1

JUDY McKINNEY: He’s just involved with one

denom nati on.
DON HALL: Okay. Well, this person’s name that we
had been given before gave us his nane as the Trustee.

JUDY McKINNEY: Well, like | said in nmy petition, |

petition that you put it in escrowuntil it can be determ ned
who should be the proper person to handle it.

JOE AUSTIN: The reason | gave you the nane | did,

it’s in the church book as over it.
DON HALL: Yeah.

JOE AUSTIN: I didn’t know that Wilburn had anything

to do with it.

LOUVENE AUSTIN. W just had the WII where Lul a

give all of her undivided interest to the church.

JOE AUSTIN: To the church.

DON HALL: And since it’s an undivided interest, I
mean, you’d have to...to determine where that is, you’d have
to have a petition suit.

JOE AUSTI N Right.

LOUVENE AUSTI N: See, it’s on heirship land.

JIMKISER And wite it out.
DON HALL: And...of course, | nean, | think the

intent’s to be around the cemetery and church, no doubt.
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JUDY McKINNEY: Well, with as many heirs, it’s hard

to tell on how the Court would rule in a partition suit of
t hat nature, too.

DON HALL: Yeah.

JIMKISER Not to nention the expense.

JUDY McKINNEY: It would nost |ikely woul d---.

JOE AUSTI N: Yeah, expensive.

LOUWENE AUSTI N: That’s right.

SANDRA RIGGS: How is title vested?

JIMKISER Just like we showit.
DON HALL: Lula Branham Wlled it to the Ransey
Ri dge Church and Cenetery by WII.
SANDRA RI GGS: And the WI I has been probated and of

record and the church owns the property?

JUDY McKI NNEY: They own her interest. \Werever..

undi vi ded i nterest.
JIM KI SER. Her undivi ded interest.
DON HALL: Her undivi ded interest.

JOE AUSTIN: It’s undivided interest. Everywhere it

woul d be.
JIMKISER An undivided interest in that tract.
DON HALL: Yeah.

SANDRA RI GGS: Well, the money you’re talking about
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putting into escrowis attributable to that undivided
interest, is it not?
JIM KI SER Correct.

SANDRA RIGGS: It seens to ne that the noney has to

be payable to Ransey Ri dge Church and Cenetery because the
royalties follow the real property interest and what you’re
di sputing is the use of the noney itself, which is a personal
property interest, which can only be adjudicated within the
Circuit Court and not by this Board, because this Board
doesn’t have jurisdiction over how a royalty owner spends the
money. They woul d only have jurisdiction over whether they
were the proper party to receive the money and I don’t...
unless there’s a conflict or a challenge to the fact that
Ranmsey Ri dge Church and Cenetery owns an undivided interest,
and I don’t hear you all saying that.

JIMKISER Wiich is right.

SANDRA RI GGS: Then there is no conflicting

ownership claim. What you’re saying is you dispute the way
the church is using the noney.

JUDY McKI NNEY: No, we dispute...|l guess you could

say we...there is two denom nations that have church there.
There is...the church was designed to have...let’s see. 1I’'ve

got sone papers. Wien it was fixed up it says, "That no set
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denom nati on of the church, |et any denon nation use the
church and if anyone wants a yearly reunion to set the tine
and place.” So, this is sort of |like being used by the heirs
and being used by different denom nations of people there.

So, there’s not really...what I'm trying to say is, it’s
unfair to give it to the Freew || Baptist, you know, and not
the 01d Regulars. It’s unfair to appoint like one per son,
like an heir, to give it to because it’s...it’s sort of like
when she Willed it, she didn’t Will it to the Ramsey Ridge
0ld Regular Baptist Church. She didn’t Will it...will it to
the Ransey Ridge Freewil| Baptist Church. She Wlled it to a

comunity church and cenetery to be used for that. That in

itself, it should have been nore distinguished. It should
have set up a certain one. | agree. And that is confusing,
but until we...I don’t know if the heirs could set up a way

to do it, soneone to | ike to handle it or what. I don’t know
that they could or that the different denom nations. Since
the church was built, there has been, as in everything el se,
a conflict within it. So, there’s not no one...no one...
there is no one particular Trustee, or there is no one
particular person, that’s over it, I guess, is what I'm
trying to say.

SANDRA RI GGS: Well, how do the royalty checks get
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cut? Who is the payee on the checks?

JUDY McKI NNEY: There has not never been none paid.

JCE AUSTIN. Not been none paid yet. I don’t guess.

DON HALL: We haven’t paid any yet.

SANDRA RI GGS: So, it’s in...it’s going into escrow

because it’s conflicting.

JUDY McKI NNEY: Yes.

JI' M KI SER No.
DON HALL: Well, | think the...l think when...how
| ong has Lul a been deceased, Judy, do you renenber?

JCE AUSTIN. Do you know how | ong Lul a has been

deceased?

JIMKISER On both 3621, and correct ne again, Don,
if I'm wrong, on both 3621 and 3212, which are the two wells
involving this 50 acre exception that have al ready been
drilled, that noney...the noney for 3621 that woul d have been
attributed to Lula rather than the church would be in escrow
with the Estate under her name. Under 3212, it’s internally
escrowed with Equitable under her nane. W did not know that
she had Wlled this to the church until the recent past when
some of Equitables’ people talked with---.

JOE AUSTI N Right.

JIMKISER ---M. Austin, and maybe Ms. MKi nney,
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and whoever all was involved in those di scussions as to
determ ning the correct heirs of Lula Ransey.

SANDRA RI GGS: Ckay. So, through these

nmodi fi cations, you would drop Lula and you woul d add the
church as to that interest?

JIM KISER Correct.

DON HALL: Ri ght.

JIM KISER Correct.

SANDRA RI GGS: And at that point, the checks woul d

get cut to the Ransey Ri dge Church and Cenetery?
JIM KI SER  Ri ght.

SANDRA RI GGS: And then it’s up to them to figure

out how to negotiate that check?

JIMKISER Right. | nean, they can hopefully
either cone to sone sort of voluntary agreenent between
t hensel ves or they can petition the Grcuit Court for a
partition. But you all can’t do that for them, I don’t
t hi nk.

SANDRA RI GGS: Right. Well, this Board wouldn’t

have jurisdiction---.
JIM KISER Ri ght.
SANDRA RIGGS: ---to make a determ nation with

respect to how that noney gets...as long as the noney is
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getting paid to---.
JUDY McKINNEY: Whuld it be sent---?

SANDRA RIGGS: ---the party naned in the WII.

Now, whet her or not---.

JUDY McKINNEY: Wuld it---7

SANDRA RIGGS: ---the person that receives that

check has a right to cash it and negotiate it and spend it,

now that’s a separate issue.

JUDY McKINNEY: Whuld it be sinpler to just pay it

to Lula Branham’s heirs? I mean---.

SANDRA RI GGS: Well, if there’s a Will in existence,

that’s not appropriate at this point.
JIM KI SER Ri ght.
SANDRA RIGGS: It has got to be paid to the---.

JUDY McKINNEY: It’s sort of...you know, it would

have been easier to just---.

SANDRA RI GGS: ---devi see under the WII.

JUDY McKINNEY: ---you know, to just give it to

them you know, then it would...but the Wi11 didn’t
exactly---.

(M. Kiser and M. Hall confer.)

JIMKISER Yeah. | nean, the only way that...the

Board, I don’t think, can help you in this matter at all.
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The only way Equitable as the operator could help you woul d
be if we got sone sort of letter signed by and authori zed
peopl e on...you know, properly executed asking us to
internally suspend that money. Well, no, we can’t do
that---.

JUDY McKINNEY: |s...is there any reason---?

JI'M Kl SER: ---because it’s (inaudible). We can’t
hel p you either.

JUDY McKINNEY: Is there any reason why you couldn’t

petition the Crcuit Court and ask them how to distribute

t hat noney for---?

JIM KI SER: That burden wouldn’t be on us. That
woul d be on you all. | nean, we just...we need...we have got
to pay sonebody. We don’t really...it doesn’t really matter

to us who it is, you know, as long as it’s the proper record
title person, which is what we have here. | nean, that woul d
be...you all...if you all don’t want it to go straight to the
church, then you would have to do that.

DON HALL: Who nmaintains the property, Judy, just
everybody or is it anybody in particul ar?

JUDY McKI NNEY: Just different people cones in and

then...different ones cones there and has...they have a shed.

Different ones cone there and has reunions. They have sone
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weddings. It’s just different...different people.

JIMKISER And this noney will be com ng out pretty
qui ck, you know, if we go forward today. So, ny advice to
you would just be to try to get together with the parties
that are involved and get it worked out as quick as you can
if you’re worried about, you know, the money not being used
for the proper intended purposes or whatever.

BENNY WAMPLER: Ckay. |Is there further discussion

on VC 36217

CLYDE KING: Is this the one that we’re talking

about right now?
BENNY WAMPLER: This is one...yes. |tem nunber nine

on the agenda.
JIMKISER |Is everybody clear on what it is...how
we’'re trying to modify this one?

CLYDE KI NG No.

MASON BRENT: Can we recap that?

JI M KI SER  Yeah, we can recap that.
BENNY WAMPLER: Go ahead.

CLYDE KI NG Yeah.

JIMKISER The well was originally drilled
wthout...it listed the Elbert Ransey heirs, but it also

listed the Rai nwater Ransey heirs for Tract 2 and they should
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have not been in there. It should have been the entire...the
entire interest attributable to Tract 2 shoul d have been
divided among the Elbert Ramsey heirs. So, what we’ve
done...in...all the other heirs that were in that origina
petition, luckily were unknowns. So, that...all that noney
that shoul d have gone to them is in the Board’s escrow
account. So, what we’re trying to...attempting to do here is
di sm ss the unknown Rai nwater Ransey heirs and then nodify
the interest within Tract 2, which are...which wll
increase...are all wholly owed by the El bert Ransey heirs.
So, it increases their interest...their percentage of
interest wwthin the unit and then in...so, on an ongoing
basis, the royalty checks will be cut in accordance with this
revised Exhibit B and then, Ms. Riggs, correct me if I'm
wrong, but | guess the Ransey heirs would need to cone back
before the Board along with...yeah, and petition you all to
get the Rai nwater Ransey noney out in accordance with this
percentage of interest and have it attributed in accordance
with this percentage of interest. Correct?

SANDRA RI GGS: Ri ght.

JIM KI SER  kay.
SANDRA RI GGS: W woul d put that down |ike the first

four itens you heard this norning---.
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JOE AUSTI N: Because this---.

SANDRA RI GGS: ---for disbursenent of funds out of

escr ow. It would cone on for the Board...on the Board’s
docket for hearing---.

JOE AUSTIN: This...you sent ne...does this

separate...now, this separates the Rainwater Ransey heirs?
JIM KI SER: Right. That’s the correct one.

JCE AUSTI N. Thank you.

SANDRA RIGGS: ---on an application to wthdraw

funds fromescrow in accordance with the nost recent Board
exhibit outlining who the claimants are which would be this
one that just got handed out.

JIM KI SER Ri ght.

SANDRA RIGGS: If...if the order is nodified.

JUDY McKI NNEY: Wuld we need to cone back before

the Board and request that it be withdrawn or will that just
automatically be done?

SANDRA RI GGS: You probably need to wite a letter,

because maybe not everybody is withdrawing their noney, as to
t hose who are seeking to wthdraw. Wll, all knowns woul d
be...if you know...the only ones that would stay in escrow
would be if you couldn’t find them---.

JIMKISER. There are a still a few unknowns.
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SANDRA RIGGS: ---or they were unl ocateable. But as

to those fol ks who have identified and we know where they are
located, there’s no reason for them not to pull their money
out of escrow.

JUDY McKI NNEY: Wbul d there be a problemfor us

getting a copy of how much that’s in escrow for this
Rai nwat er Ransey account? O course, after | heard what went
on this norning---.

BENNY WAMPLER. Only to the extent if of what you

heard this norning.

JUDY MKI NNEY: ---TI don’t if it’s safe to---.

BENNY WAMPLER: It should be after this...during

this next nonth hope...you know, you heard them as well as
we did, the pledge that they can resolve the renaining
issues. We’ll see. We certainly can’t certify to that. But
our intent is to have a record keepi ng system where...yes,
the answer to that would be absolutely yes. You could get
that information and know exactly how nuch you were talking
about by tract.

JUDY McKI NNEY: Ckay, if | wanted to find out and

get that information, could I call---?

BENNY WAMPLER: Bob W/ son.

JUDY McKINNEY: ---M. WIson?
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CLYDE KING Wat is the notion that should cone

fromthe Board, M. Chairman?

JIMKISER Well, we just resubmt our request that
this application to nodify the prior order for 3621 and nake
t hese changes be approved as submtted.

CLYDE KING | so nove.

DENNI S GARBI S: | second.

BENNY WAMPLER: Motion and second. Any further

di scussi on?

CLYDE KING: And then we’ll do this other one when

it cones back to---7?
JIM KI SER: Well, we’ve got two more.

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

(Al nmenbers signify yes.)
BENNY WAMPLER. QOpposed, say no.

(No audi bl e response.)

BENNY WAMPLER. That is approved. Now, you want to

go to nunber ten, | believe?
JIMKISER  Yes, sir, that would be---.

BENNY WAMPLER: So, we’re considering a petition

from Equi tabl e Producti on Conpany for pooling of a coal bed
met hane unit identified as VC 3212, docket nunber VGOB- 00-

06/ 20- 0812; and we’d ask the parties that wish to address the