© 00 N o o b~ w DN

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

)
1

I N THE COUNTY OF WASHI NGTON

VI RG NI A DEPARTMENT OF M NES, M NERALS AND ENERGY
VIRG NIA GAS AND O L BOARD

AUGUST 17, 2004

APPEARANCES:

MASON BRENT - O L & GAS REPRESENTATI VE

Bl LL HARRI' S - PUBLI C MEMBER

BENNY WAMPLER - DEPUTY DI RECTOR OF THE DVME AND CHAI RVAN
DONALD RATLI FF - COAL REPRESENTATI VE

JIM McI NTRYE - CI TI ZEN APPO NTEE

SHARON PI GEON - ATTORNEY W TH THE ATTORNEY GENERAL'S OFFI CE
BOB WLSON - DIRECTOR OF THE DI VI SION OF GAS & O L AND
PRI NCI PAL EXECUTI VE TO THE STAFF OF THE BQARD



© 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

AGENDA AND DOCKET NUMBERS:

1- 11)

12)
13)
14- 15)

16- 19)

20)
21)
22)
23)
24)

VGEOB- 93- 0622- 0381
VGEOB- 93- 0420- 0363

VGEOB- 93- 0420- 0355

VGEOB- 94- 1024- 0475

VGEOB- 95- 0818- 0511
VGEOB- 95- 0718- 0509
VGEOB- 96- 1016- 0556
VGEOB- 92- 0721- 0243
VGEOB- 95- 0718- 0508
VGEOB- 95- 0815- 0510
VEOB- 92- 1215- 0305
VGEOB- 95- 1024- 0526
VGEOB- 04- 0817-1315
VGEOB- 04- 0817-1316

VGEOB- 04- 0817-1315
VGEOB- 04- 0817-1318

VGEOB- 04- 0817-1319
VGEOB- 04- 0817-1320
VGEOB- 04- 0817-1321
VGEOB- 04- 0817-1322
VGEOB- 04- 0817-1323
VGEOB- 04- 0817- 1324
VGEOB- 04- 0817- 1325
VGEOB- 04- 0817-1326

VGEOB- 04- 0817- 1327

*Di scuss regul ati ons

**Approve mnutes from|last hearing

UNIT

U- 16
U 17

U- 18

U 19

V- 16
V-17
V-18

V- 20
W17
W18
W19
VP8SGUL
V- 535986
V-501827

BB- 31
BB- 33

BE- 99
BF-103
BF- 104
BG 104
BG 106
VC- 501854
VC- 505241
V-502681

24540

PAGE

84
89
58

68

80
97
103
110

114
114



© 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

*** Attached copy of the docket

BENNY WAMPLER: Ckay. We'Ill go ahead and call the

meeting to order. Good norning. M nane is Benny Wanpl er.
I’m Deputy Director for the Virginia Department of Mines,

M neral s and Energy, and Chairman of the Gas and G| Board.
I’'11 ask the Board members to introduce thenselves, starting
with M. Brent.

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

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

BILL HARRIS: I'mBill Harris from Wse County.

"' ma public nmenber.

SHARON PI GEON:  |'m Sharon Pigeon with the office

of the Attorney General.

DONALD RATLIFF: I’'m Donald Ratliff, representing

the coal industry fromWse County.

JIMMINITRYE: JimMliIntrye fromWse, Virginia, a

citizen representative.

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

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

BENNY WAMPLER: The first itens are itens one
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t hrough el even on the Board' s docket today. They are docket
nunbers VGOB- 93- 0622- 0381, VGOB- 93-0420- 0363, 0355, VGOB-95-
0818- 0511, VGEOB-95-0718-0509, VGOB-96-1016-0555, VGOB-92-
0721...1"msorry, strike that, 0243, VGEOB-95-0718-0508, VGOB-
95- 0815- 0510, VGOB-92-1215-0305, and VGEOB-95-0...1'msorry,
1024-0526. We'd ask the parties that wish to address the
Board in these matters to cone forward at this tine. State
your nane for the record, please.

PETER GLUBI ACK: Good norning, M. Wanpler. For

the record, ny nane is Peter d ubiack...d ubiack. |

represent the petitioners in the docket nunbers that you have

just read; and | amhere this norning to hopefully discuss
with the Board, answer the Board's questions and arrive at a
conclusion with regard to a procedure for disbursenent of the
nmoneys, which were ordered di sbursed at the April the 20th
Board neeting, but later, | guess, wthdrawn subject to the
Board's di scussions today. Wat | am hoping to acconplish
today is discuss the presentation of indemification |letter,
a copy of which was faxed to M. WIlson's office this

nmorni ng, furnished to him | furnished a copy to Ms. Pigeon.
A copy has been faxed this norning to M. John Byrum at

Ri chnmond, the Ofice of the Attorney General. | wll

represent to the Board, while | understand that this letter
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is essentially hot off the presses, it addresses his
con...M. Byrumis concerns. | wll also state that based on
t he phone conversation yesterday, that | think we have
reached a...while | don't necessarily agree with the need for
the indemification letter, I think we have reached what |
consider to be the holly grail of what you're |ooking for.

The terns of the indemification letter are quite
clear with singular exception of M. Bill Ratliff, who indeed
has a nunber of federal tax liens. Each and every one of the
additional parties, the group of petitioners, in what | would
style the Harrison-Watt versus Ratliff case, are the subject
of this indemmification letter. | do not think it gets any
better than this, nor can it get any better than this. The
letter essentially, to paraphrase, it states that there are
no liens and judgnents against these individuals; while there
may be simlar naned individuals, there sinply exists no
liens or judgnents; and if, in fact, not one, not two, three,
but four attorneys are wong, Land Title Conpany, a copy of
its Declarations Errors and Adm ssions page is attached to
the indemmification letter, agrees to indemify, the nagic
words, indemify and hold harm ess the Board in the event
that any of those four...all of those four attorneys are

wrong, and in fact there does exist a lien and judgnent,
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which is collectable and the results in a damage claimor a
cl ai magai nst the Board. Quite sinply---.

BENNY WAMPLER: Let ne get M. Swartz on record.

MARK SWARTZ: | haven't seen any of this stuff.

BENNY WAMPLER: Do you have an extra copy?

BOB W LSON: Yes.

PETER GLUBI ACK: No, there isn't an extra copy.

M. Chairman, | guess at this point ny question is what is
M. Swartz's interest in this matter? H's client has paid
this noney into the escrow fund and | object to the fact that
he has an interest at all today. I1'd like to explain...would
like for the Board to explain to ne what M. Swartz's
interest on behalf of CNX even is. This Board has ordered

t he di sbursenent of the noney. The Ofice of the Attorney
CGeneral speaks for this Board. |'mnot sure what M. Swartz
has to say.

BENNY WAMPLER. Wl |, let ne explain one thing.

This Board is reconsidering its prior decision today. So,
you don't have a decision...|l nean, you have a deci sion, but
you have a reconsideration fromthat standpoint.

PETER GLUBI ACK: My objection is for the record.

BENNY WAMPLER:  Your objection is overrul ed.

(M. Swartz reviews the docunents.)



MARK SWARTZ: Do you have the title reports of

Ki | gore and Col eman?

SHARON PI GEON: W have letters simlar to this.

MARK SWARTZ: | nean, you know what a title opinion

is. Is it atitle opinion?

SHARON PI GEON: (I ndicates in the negative.)

MARK SWARTZ: It's not?

SHARON PI GEON:  Not in ny opinion.

MARK SWARTZ: (kay.

(M. Swartz continues to review the docunents.)

PETER GLUBI ACK: M. Chai rman---.

BENNY WAMPLER: Excuse ne, I'mgiving himtine to

read the letter, then we'll proceed.
(M. Swartz continues to review the docunents.)

BENNY WAMPLER: Les, do you want to identify

yourself for the record, too, please?

LESLIE K. ARRI NGTON: Yes, Leslie Arrington, CNX

BENNY WAMPLER:  All right, M. d ubiack

PETER GLUBI ACK: M. Chairman, while | understand

that the Board has withdrawn the order of April the 20th,
still---.

BENNY WAMPLER: W haven't withdrawn it.

['d
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PETER GLUBI ACK:  Ckay.

BENNY WAMPLER. W' re reconsidering it here today.

PETER GLUBI ACK: Reconsidering it. [|I'm..|l stand

corrected. | continue to be sonmewhat perplexed, respectfully
so, regarding the Board's awaiting M. Swartz's conment on
it. | sinply don't know...|l do not have any idea what his
standing is, why he has an opportunity to speak. This noney
has been paid into the escrow fund years ago. W have a
final order of the Court. W have a Suprene Court deci sion.
Wiy is it...we have a representative advising the Board.

Wiy is it that M. Swartz and his conpany, his client
presumably, have any standing to talk at all?

MARK SWARTZ: We're the unit operator.

BENNY WAMPLER. M. d ubi ack, you should know, if

you' ve paid attention and sat through hearings, and you have,
we woul d hear from anyone here that wanted to cone forward
t oday.

PETER GLUBI ACK: Ckay. Al right. Well,

that's---.

BENNY WAMPLER: Now, whet her or not that has

rel evance to our decision is a natter for the Board to
consi der.

PETER GLUBI ACK: (Ckay. Thank you.




© 00 N o o b~ w N P

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

)
1

BENNY WAMPLER:  But you nay proceed.

PETER GLUBI ACK: Thank you. Am|l---7?

BENNY WAMPLER:  Yes.

PETER GLUBI ACK: Okay. Just for the Board's own
information, we were here on April the 20th with a relatively
new...well, not relatively new, but a new question. W had a
Suprene Court order affirmng the decision of the Crcuit
Court of Buchanan County, awarding the noneys on escrow to ny
clients. W' ve presented pages and pounds of paper with the

petitions and the notices. This Board reviewed it and the
Board entered the di sbursenent of the noneys on escrow
subject to verification as to exact anounts.

Now, | would point out for the Board's information,
that when we investigated this matter, it turned out that
substantially no gas had been punped fromthese wells since
1998. What I'mtelling you is over the period of the |ast
six years, there are essentially, with the exception of very
m nor interest calculations, there hasn't been any variation.

So, we have the nunbers down. | spoke to M.

W1 son on several occasions. The issue |left was, and
admttedly has becone a very rancorous issue, is what do we
have to prove to the Board such that if they disburse the

nmoney as they...as they ordered...as you all ordered on Apri
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the 20th, that you would be protected in the event that there
were any |iens or judgnents against the individuals involved
in the individual disbursenment orders?

| issued what is quite frankly a very...very short
brief to the point e-mail that based on ny retaining
i ndependent counsel in Gundy to review the records that with
the exception of M. Bill Ratliff, each and every one of the
ot her individuals was not the subject of any liens or
judgnents. That was rejected by Ms. Pigeon. | then retained
the services of the attorney who had searched the records for
me, Ms. Joyce Kilgore, to provide what, in ny opinion, is
title opinion, and |I've been doing this for twenty-two
years...now, obviously, we have a disagreenent over what's a
title opinion and what isn't. But, in ny opinion, what was
provi ded was a very clear succinct statenent of the record
with regard to liens and judgnents. Omership of this
property has already been adjudicated by final order. That's
not at issue before this Board. It's not for this Board to
det erm ne.

Ms. Pigeon's position was that Ms. Kil gore was not
an i ndependent opinion. | retained the services of M.
Gerald Col eman, an attorney in Gundy, to once again

i ndependently review the records and determ ne whether there

10
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were any |iens or judgnents against these people. For the
third tine, a letter was issued to Ms. Pigeon which was
rejected. Now, | have not spoken to Ms. Pigeon in quite a
while. As...as many of you probably know, in frustration, I
filed a show cause action in Buchanan Crcuit Court against
M. WIlson, M. Wanpler and Ms. Pigeon herself. | have

wi thdrawn that. That has been non-suited and di sm ssed.

At length, after further discussion, this matter
ended up in Richnond with M. Roger Chafe, a Senior Assistant
to the Deputy Attorney General and another Deputy for the
Assi stant Attorney Ceneral, M. John Byrum who apparently is
the attorney who is nowinvolved in this. |'ve spoken to him
on nunerous occasions. A neeting was held. | was not able
to be present at that neeting between an attorney for atitle
conpany that | retained, M. Chafe and M. Byrum | did talk
to M. Chafe and M. Byrum subsequent to that neeting, and it
appeared the only thing that was going to satisfy themin
order for themto advise the Board that there was no question
of 1 oss or possible claimwould be an indemification letter
froma title conpany backed up by their E & O coverage. |'ve
spent the last week and a half negotiating with M. Sam
Beale, a highly qualified, well known attorney in R chnond,

who was al so the principal in Land Title Conpany, to provide

11
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me just that. W provided what we thought was enough. M.
Byrum suggested | ast week that it wasn't enough. The only
thing that was going to satisfy the AGs office was, quite
frankly, flat out, an indemification letter.

M. Beale and |, as |late as yesterday afternoon,
put the finishing touches on what we felt to be very clear
and quite sinply is just that, an indemification letter. |If
you'll permt nme, I'll read the very | ast paragraph to you.
"Consistent with the coverage provided in our Errors and
Om ssions policy, based upon the opinions and affidavits
supplied, Land Title Conpany agrees to indemify and hold
harm ess the Virginia Gas and G| Board fromany |iens or
judgnents related to clains against the plaintiffs with the
exception of Bill Ratliff." Attached to this is a copy of
their Errors and QOm ssions Declarati on page.

Now, once again, |'ve been at this for four nonths.

| understand there was no policy or procedure. | do not
agree that you need an indemification letter, but what |'m
here today to do is quite frankly request, beseech, plead
with you to set a policy, and if it is such that you require
and are going to require an indemification letter froma
reputable licensed insured title conpany with regard to no

liens and judgnents, then so be it. But | think you have in

12
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your power today to say quite sinply we are requiring a
docunent that neets the blessing of the AGs office that
essentially holds us harmess and indemmifies us if we pay
t he noney pursuant to Court order to the individuals involved
in this case and subsequent cases. There is no policy.
There is no procedure. There's no rule. There's no
regul ation. Essentially what we have is what does the AG s
office tell you, you have to have. What |'mhere this
nmorning to tell you is, you have a Court order to disburse;
you have net, you have reviewed, you have decided to order
t he di sbursenent. There was a hangi ng question out there
with regard to the existence or non-existence of |iens and/or
j udgnent s docket ed agai nst these individuals in Buchanan
Circuit Court, which would effect...potentially effect the
Board should it disburse all the noney held in escrow on
behal f of these plaintiffs.

Now, | would point out that | have not one, not
two, not three, but four and an attorney...a Land Title
Conpany opinion that, in fact, these proceeds are personality
and not realty and are not subject to any clains or judgnents
docket ed agai nst these individuals, but we're not here to
fight about that today. | mght take that to Court at sone

|ater tinme and you'll have a Court order protecting you. But

13
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| don't have that now. | only have the opinion of four

i ndi vidual attorneys and the title conpany. That's not at
issue. What's at issue is, how are you protected? Howis
the Board protected if you disburse the noney? |If thereis a
claimor a judgnment against one of these individuals which
turns out later to result in a claimagainst the Board, you
are being held harm ess and you're being indemified by a

licensed insured reputable title conpany. That's as good as

it gets. In ny opinion, there are no issues left.
Now, |'ve read you the letter. 1've told you it's
hot off the presses. | don't expect you...l'd like you to,

but I don't expect you to junp and say, fine, we're done.
Let's go hone. (Qbviously, it's a subject to M. Byrums
opi ni on and di scussions with Ms. Pigeon. But what | woul d
like you to do today is quite sinply say, it appears
reasonable to us as citizen nenbers of these Board...of this
Board to say that if we get an indemification letter stating
if we pay the noney out, again, pursuant to Court order,
we're fine. |If there turns out to be sone judgnent, sone
claim sone lien that was m ssed by any nunber of attorneys,
was mssed by the title conpany, they are on the hook and
they will...they will protect you. They will hold you

harm ess. They will defend you. Utimtely if they |ose,

14
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they will pay you the claimor the judgnent that results.
That's it. That's as sinple as it gets. That's as clear as
it gets.
What we need today, what ny clients desperately

need, is a clear policy that says this is what we want. |

t hi nk...we have fought about this for four nonths. But |'ve
thrown in the towel. |'ve got a title conpany that has given
you an indemification letter, and if you choose to establish
that as a benchmark today, then everybody will know what you
need. | think quite clearly, that's it. That's the end of
the story. You' ve got an indemification letter. There are
no liens and judgnents. Oanership has been...has been

adj udicated. W're done. Al that's |left for you today, |
respectively submt, is to say, okay, that's our policy.
We're not going to take any risk here. W're going to be

i ndemmi fied before we pay the noney out.

Now, | woul d point out that you have paid out

money. Apparently, and |I'm happy to report, the Jerry Raines
check, one of the plaintiffs, a small anount though it may
be, was paid by Wachovi a, has been deposited and we're done.
So, sonewhere along the |ine sonebody believed ne that Jerry
Rai nes had no liens. O course, there weren't any, but that

was believed. But, at this point, |I've gone one step

15
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further. 1've provided you with a bl anket indemification
letter that says that if there are any clains, any liens, any
judgnents, you will be reinbursed, held harnless, and
def ended.

Again, |1'd ask you, beseech you, request you, let's
just put this policy down if that's what you want, then we're
done. The public will know, I wll know, every other

attorney that conmes in asking to have this noney di sbursed

wll know, this is what you cone with. Once we have...and
that will be done in advance. So when the petitions cone in,
that will all be done in advance. W didn't know that

before, so we didn't have it. So, we've revisited this
i ssue. We've exhaustedly analyzed and, again, | think we've
answered the question. So, that's what |'d ask. Not that
you necessarily rubber stanp this, subject to the approval of
the AGs office, and I'mwlling to live with that. |'ve
di scussed it with them | think this answers their question.

But when an indemification letter is there and the AG s
office is wlling to say, you' re okay, then we're done.
That's really where I am

| thank you for your tinme. | ask you, sinply,

let's put this matter to an end.

BENNY WAMPLER: Questions from nenbers of the

16
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Boar d?

Bl LL HARRI S: M. Chai rman---.

BENNY WAMPLER: M. Harris.

BILL HARRIS: ---1 do have a question. This is

actually nore for personal information. The...the letter
that was faxed that you provided to us, on the last page is a
certificate of insurance.

PETER GLUBI ACK:  Yeah.

BILL HARRIS: Could | ask, and |"'mjust---7?

PETER GLUBI ACK:  Yeah.

BILL HARRI'S: ---not aware of these things, but

what . ..what does this cover, this certificate of insurance?
Does it...basically, does it say that if we erred, then we're
protected? 1Is that what this is saying or what---7?

PETER GLUBI ACK: If you're asking ne, sir---.

BILL HARRIS: Well, |I'm asking anyone who coul d

expl ain what---.

PETER GLUBI ACK: The answer is yes, that's what

it's there for. |It's provided as a Declarations page. They
have an effective...a policy in effect, which up to those
limts and if those [imts in this case exceed the anount of
nmoney in question, it's covered.

BILL HARRIS: So, this basically says these fol ks

17
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wll...if we pay and then find that we should not have paid,
what was paid, this covers---.

PETER GLUBI ACK: Well, first...l nean, it's a

procedure |like anything else in the world. The first thing
that woul d happen is it would probably be...you know, there
was a defense of the claim There would be an investigation
of the claim | nean, if the insurance conpany or the title
conpany determ ned the claimwas valid, they'd have to pay
it. That doesn't nean they can't defend against, fight it,
take it to Court or whatever. But in the end, if there
resulted a final judgnment against the Board for that claim
then the insurance conpany woul d have to pay the claim

BILL HARRIS: | do have a concern, though, that the

effective date is 8/19/2003 to 8/19/2004.

PETER GLUBI ACK: It's a yearly policy.

Bl LL HARRI S: So, it's renewed---.

PETER GLUBI ACK: They have to...by lawin Virginia

they have to have E & O coverage. The policies are issued on
a yearly period.

BILL HARRIS: It's...well, | guess |I'mjust sort

of...it"'s interesting that it expires in tw days. | guess,
is there---?

PETER GLUBI ACK: That's just...l nean, if you want

18
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to direct...if the Board wants to direct that there be proof
of a continued insurance policy, that's fine. They have to
do that. It happened...unfortunately, | didn't even | ook at
that, but it happened. That's their policy period. But they
do, you know, 300 mllion dollars worth of business a year.
They're going to have E & O coverage. So---.

BILL HARRI'S: Thank you.

PETER GLUBI ACK: And that's fine. | nean, you can

require that they effective in...E & O coverage in effect and
that's...the Virginia Insurance Bureau requires that, the | aw
requires that. That's fine.

BILL HARRI'S: (kay, thank you. Thank you, M.

Chai r man.

BENNY WAMPLER. Ot her questions from nenbers of the
Boar d?

MASON BRENT: Yes, M. Chairman, just one question.

BENNY WAMPLER: M. Brent.

MASON BRENT: Here, again, I'msoliciting
information. This letter seens to deal with...l'mreading

the first paragraph. It's M. Beale's opinion that the
Plaintiffs have...do not have any liens or judgnents docketed
agai nst them How does this address the title question

itself that was raised?

19
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PETER GLUBI ACK: There are no title questions.

That's nmy point. | nmean, M. Swartz, | think is going to
junp up and disagree with ne. But there are no title
gquesti ons.

These individual Plaintiffs presented their
i ndi vi dual deeds at a hearing in Court and were found to own
this particular piece of property. That's a final judgnent.

There are no title questions. There is apparently...| have
copies of it, apparently an old Oxy abstract, which
raises...in '92, which raises a bunch of superfluous issues,
all of which have been answered.

By the way, for your information, a letter was sent
to Ms. Pigeon in a preceding federal piece of litigation
involving, and if this is in fact dealing wwth Ms. Graham s
property, which was a subject of a question at the earlier
hearing, that matter was exhaustively treated by the firm of
Penn Stuart in that case. It went all the way to the Fourth
Circuit, and Penn Stuart recommended to its client, Consol,
whi ch subsequently paid Ms. G aham $180, 000 for damage to her
home on this property. That's a done deal. That issue was
litigated, done, finished. W had an opinion of M. Col eman
to M. Steve Hodges here in Abingdon; that was accepted.

That was done years ago. Any issues regarding title to Ms.
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G aham or any other individual are nothing but a red herring,
have no bearing today. | have a final order in ny hands,

whi ch adj udi cates the ownership of the surface of these

i ndi vidual s' individual piece of properties. That's not the
subj ect of today.

We're not arguing about title. This Board has no
authority to investigate title. | have a Court order that
says that these folks own these parcels of |land. W
don't...the Court order didn't know, | don't know, how nuch
money is in individual units; how nuch noney is owed to these
people, that's your job; and that's what we petitioned the
Board to do, was to determ ne what the anounts were. The
Board then, in turn, procedure, | suppose, is to ask Consol;
Consol told you. W accepted those nunbers. And the noney
is there in Wachovia in Philadel phia. W got an order in
April. The question was what about |iens and judgnents
agai nst these people? Now, admttedly, there was sone
confusion. |'ve answered those questions. Four attorneys
have answered those questions. That wasn't good enough.

MASON BRENT: So, ny reading of this letter is

correct, that it's just liens and judgnents?

PETER GLUBI ACK: Absolutely. It is not, we are not

insuring title to this property because that is not
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necessary.

MASON BRENT: As | recall correctly, April is the

mont h?

PETER GLUBI ACK:  April 20th, yes.

MASON BRENT: Didn't you say that you would give us

atitle opinion letter?

PETER GLUBI ACK: | said | would give you a title

opinion, and | recall this is what... M. Carey's statenent is
seared into ny nenory, and Ms. Pigeon has rem nded ne on the
record, in witing. | did not promse a title policy because
one is not necessary. Wat is necessary, | would argue, is
the title opinion. W have issued not one, not two, not
three but four of them Al of which have been essentially
said that's not enough. The final conclusion, based on ny
conversations with M. Byrum |ast week and this week were,
the only thing that is going to satisfy us is that if you
hold the Board harm ess and i ndemify them from any clains or
fromliens or judgnents, and that's what you have in front of
you. It is critically, vitally inportant that you understand
that you're not here...you ve got a court order saying who
owns this property; disburse the noney to these people.

We're not here as a title abstract opinion panel.

You're here as admnistrators of a fund that has been ordered
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to di sbursed. You had concerns of whether there m ght be
precedi ng, precedent, superceding clains against this noney
by anybody who hol ds judgnents, liens or clains against these
i ndividuals. | have told you, unfortunately for M. Bil
Ratliff, there in fact is an IRSlien. W're negotiating
that as we speak. |'mnot sure what the procedure is going
to be with that. But, | guess, we're going to return to this
Board with a conprom sed settlenent with the IRS so that they
can be paid. And | have every reason to believe that at

| east 50% of that noney belongs to M. Ratliff's wfe,

CGeneva, so we'll see. But I'm..you know, that's not on the
table. That is admttedly excepted. |It's excepted from
everyone of the opinions.

However, we are not here to tal k about who owns
this property. W're here to tal k about, because you raised
a concern at the April neeting, over who m ght have cl ains
against this property. Are there, in fact, judgnents agai nst
these people? Are there liens? Are there |lis pendens?
We've answered all those. W' ve answered them from Ms.
Kilgore. W've answered themfrom M. Col eman, and now we
have i ndemmi fied you and held you harm ess even if all these
peopl e were w ong.

| don't know how much better it can get. | think
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that's...well, | was about to say | think that's a reasonabl e
requirenent. | don't think it's a reasonable requirenent. |
think a title opinion was issued. There seens to be sone

di scretion about what a title opinionis. That's not on the
table. | think what | would proffer to you is, you have an
easy answer. W want a title conpany to indemify us and
hold harmess...hold us harmess if there are any cl ai ns.

You got it. |'d argue you got it. If you say that's the
rule, then that's the rule. You set the rules. So, that's

t he answer to the discussion.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  You woul d agree, | woul d assune,

that the Board has the fiduciary responsibility---?

PETER GLUBI ACK: Absol utely.

BENNY WAMPLER:  ---of this noney?

PETER GLUBI ACK: Absol utely.

BENNY WAMPLER: And that it would be reasonabl e for

this Board to ask questions to nmake sure that there are no
out st andi ng judgnents, and have a docunent in its hand to say
t hat ?

PETER GLUBI ACK: Absolutely. The question before
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the Board is to what |evel do you take that investigation.
The ultimate level, in nmy opinion, is what the AGs office
has essentially asked for is, we don't care what three or
four attorneys say, we want sonebody to say if they're al
wrong, we've got atitle conpany standing behind it and
that's what you' ve got.

BENNY WAMPLER: M. Swartz, do you have any

comment s?

MARK SWARTZ: The only thing, regardl ess of what

you do with M. d ubiack today, if you could keep U 16 open
on your docket until next nonth. W have a split agreenent
fromone of the Reedy heirs that we would just like to file
and we can't do that with a supplenental order. So as |ong
as we have an open nmatter, | nean it wouldn't hold up

entering an order with regard to his situation, but if you

could just keep U- 16 open until next nonth, |'d appreciate
that. That's all | have.
PETER GLUBI ACK: | have no objection.

BENNY WAMPLER:  So, we'll be continui ng VGOB- 93-

0622-0381 for what purposes you stated?
MARK SWARTZ: Thank you.

PETER GLUBI ACK: M. Chairman, | just want to be

clear, that's because one of the individuals in that unit has
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apparently entered into a split agreenent with Consol and
that will be introduced at the Septenber neeting, | guess?

MARK SWARTZ: That's what | asked for.

BENNY WAMPLER: Ot her questions or concerns?

DONALD RATLI FF: M. Chairman, | would like to

ask---?

BENNY WVAMPLER M. Ratliff.

DON HALL: ---Ms. Pigeon if this, in her opinion,
satisfies what the Board is asking for?

SHARON PI GEON:  Well, 1, of course, just got this

this norning. So, | haven't had an opportunity to look at it
and eval uate the situation
| will just nake the follow ng coments: The first
par agraph, "Based upon ny review of the reports and
Affidavits...," and he is referring there to the reports and
Affidavits done by Ms. Kilgore and M. Col eman. Cbvi ously,
that says to ne that M. Beal e has not done any i ndependent
research. He is relying on the underlying work of the two
attorneys that we have previously had offered and rejected.
M. Frank Kilgore and that office are co-counse
for our applicants here. So it appears to be that it would
be i nappropriate for us to ook to the clainmants' own

attorneys for an independent evaluation of the situation.
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M. Coleman, as | recall, although | don't have his
letter in front of ne, also relied on Joyce Kilgore's actua
court house work. So, again, we are all ultimately going back
to Joyce Kilgore, whose firmis co-counsel on this matter

M. Col eman has al so represented these fol ks
i ndependently in sone instances. Sone of the various deed
docunents that have been attached fromtine to tine, just
various things that M. d ubiack has provided, were prepared
by M. Coleman. One of those deeds, | will just say from
menory, gave ne a great deal of trouble. It purported to be
a quitclaimdeed fromparties, who according to the
instrument itself, did not own any interest in the property.

There was no consideration cited in the docunent. Later in
the docunent, it purported to convey general warranty title
as opposed to quitclaimtitle and it recited within it that
the reason it was bei ng done was because one of the grantors
had previously attenpted a conveyance to another famly
menber when she, in fact, did not own the property.

When you have deeds, for whatever reason done,
conveyi ng property when the party has admttedly have no
ownership interest, that would cause ne sonme concern. As it
happened with that particular one, | did |look then to the

referenced earlier deed to see what had transpired there and,
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in fact, that deed, al so perhaps prepared by M. Coleman, |'m
not sure, was actually not with the nother's nanme on it. It
was the mans ex-wife's nane. So, you know, after | ooking at
all that I have no idea what it was ultinmately supposed to
do.

Going to paragraph two there: "While there are no
judgnments against an Ira Ratliff...while there are

j udgnments, " excuse nme, "against an Ira Ratliff, they do not
apply to the interest held by Ira Gordon Ratliff." W have
been provided a deed by Ira and Juanita Ratliff, | believe,
conveying to Ira Gordon Ratliff and if that is the basis for
Ira Gordon Ratliff's ownership interest, that was a deed of
gift, no consideration. Liens would not be affected by a
deed of gift and an intra-famly conveyance particularly
woul d be one that would require closer scrutiny.

"Connie Sue Ratliff, no judgnents were listed
agai nst her with the exception of a Connie L. Ratliff and by
Affidavit she has stated that this is not her." Well, | am
not famliar with instances when you sinply accept an
Affidavit by a party that does not apply to them w t hout
col l ateral evidence to support that. For instance, you woul d

per haps accept an Affidavit in the situation where a husband

or wife had passed away and a property was held by the
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entirety, therefore an Affidavit would supply the m ssing

i nformati on about the death. Again, naybe in a divorce
situation. But just to say, that's sonebody el se, that's not
me, if that were the case, | would assune we could all do
that regularly. But in any event, Connie Ratliff did have,
according to the information provided to us by M. G ubiack
|RS liens, and by Joyce Kilgore as well and all egedly we have
been provided a release of that. The only rel ease provided
has the nanme of Ira Gordon Ratliff onit. So, you know, |
sort of assuned then that we were tal king about maybe a
spouse. But then Connie Sue Ratliff's Affidavit says that
she's married to Eugene Ratliff. Then we have a deed from
Eugene Ratliff to Connie Ratliff. |If this is a husband to
wife transfer, this is the type of transfer that requires

cl oser scrutiny...scrutiny...because, again, liens that are
gifts or...have reason to require closer scrutiny. A
transfer like that wll not necessarily |l ose any lien

i ncunbr ance.

We have Donald R Ratliff with |iens. My nenory
is that Donald Ratliff has passed away since this started.
No personal representative has been nom nated and brought in
to any of these matters to receive noney on behal f of M.

Ratliff, and that is of sone interest to ne because M.
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G ubi ack has said that he maintains that this is personality
and not realty but he is not going to pursue that. Well, if
it's personality, we can only pay to a persona
representative. So we would need that. But in any event,
that is a collateral matter. |If Donald R Ratliff has |liens
agai nst the property in Rowe, Virginia, that is roughly seven
mles fromwhere Donald R Ratliff in Cakwood would live, |
drive a lot further than that to work every day. |
don't...and these are post office box addresses that we've
been provided primarily. These are not physical addresses.
So, they really haven't told us anything.

The next paragraph: Jerry and Phyllis Raines. He
has acknow edged that noney has been pai d.

Diana L. Grahami s property. Now, throughout all of
the civil lawsuit and the applications to the Board, this
cl ai mant has been presented as Diana and Curtis G aham her
husband. Yesterday | received a copy of a letter saying that
this noney would not be paid to Curtis Gaham that he had no
liens against him no other previous title exam nation or
i en exam nation has given us any information about Curtis
Graham So this cane up because if M. Beale in this report
is sinply relying on the underlying information provided by

the previous reports, there wasn't anything in the previous
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reports about Curtis Gaham So the question was asked, you
know, "How can he say there are no liens against Curtis
Grahamif no one else has done that", and that's what you're
| ooking at. So, M. dubiack has provided a letter that

says, "The deed conveys the property to Diana L. G ahamonly
and no liens against Curtis. It would not attach
individually. The funds are going to be paid to D ana

G aham" Well, the application to the Board was nmade on
behal f of Curtis Gaham as well. So for us to just now
decide that he is not relevant to the proceedings that are
actually before the Board, | think is inappropriate. The
information that | have been provided by way of M. d ubiack
referring ne over to Penn Stuart shows that Di ana G aham
testified under oath that she and Curtis bought this property
with primarily his wages fromtheir marriage and actual ly
that other nenbers of the famly have noney in the property
as well. So, yes he has provided us a deed that has her nane
on it alone, but this famly has had approximately ten
matters of record affecting the title to this property within
the famly since approximately...well, within the past
twenty-two years. And that is what is of record that, you
know, we have seen and the docunents that have cone across ny

desk. That was not a title search. That was not an
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exhaustive search and all of that. Wen you have ten
recorded instrunments affecting title wthin the sane
property, because it has all been within the sane
property...l nean within the sane famly, that is a situation
that is troubling and requires closer scrutiny.

Anna Pear| Ratliff's interest, she's a surviving
spouse of Donald, | believe, Ratliff. The only underlying..
no, of Ira Ratliff.

PETER GLUBI ACK: She is the wi dow of Donal d.

That's correct.

SHARON PIGEON: | amnot sure that | have anything

other that an Affidavit signed by her and al so signhed by her
on behalf of Donald after his passing. Again, we don't have
a personal representative and the w dow cannot do that. |
don't know that that...l don't how she decided to do that,
but that docunent would not suffice.

Ceneva Ratliff, her ownership was apparently a
joint ownership of Bill Ratliff. So as long as there's a
question about Bill Ratliff's ownership or lien status, we
woul d certainly be on notice about that.

The standard that the Board has to conply with is
t he prudence of a reasonable, careful and cautious person and

the sanme care they would use in investing or conducting their
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own business. That's the duty they have in conducting
fiduciary business. |1'mgiving you this information, and I
don't have a vote on this Board, | amnot a nmenber of this
Board, but you can decide if the information that you' ve been
provi ded neets that standard.

And we'd go to the paragraph, "Since this is
somewhat an unusual circunstance, we are not in fact insuring
title." He's made it very specific that he's not doing a
docunent here that has really any relevance to title and he's
relying on other things and that is despite whatever M.

A ubi ack said previously, he would provide us concerning the
title and lien situation. But this is of concern to ne,
"...based on the Circuit Court final order which adjudicates
ownership of the property of the above individuals." Now,
|"ve | ooked at these decisions several tinmes and neither the
Circuit Court decision nor the Suprene Court decision, which
is arelevant one at this point, if the Court...the Crcuit
Court no longer has jurisdiction of this matter after it has
gone to the Suprene Court and it was not renmanded back.

Not hing i n those deci sions adjudi cates the individual
ownership of these tracts of | and. What that case deci des
is who owns coal bed net hane gas, the coal only owner or the

surface owner. And the surface owner in these cases where
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they were successful, and not all of themwere, were surface
owners who had retained all of the other rights to the
property except coal, very specifically except coal, and it's
a very specific decision about that situation.

So, despite what M. d ubiack has told you, |
di sagree strongly that these decisions, whether you're
| ooking at the Crcuit Court one or the Suprene Court one has
deci ded that Diana G aham or Anna Pearl Ratliff or Bil
Ratliff or whoever individually owns this property. That
i ssue was not placed before any of these courts. The parties
sinply litigated as surface owners and m neral rights owners.
And in that capacity, the decision was nade. No title chains
has ever been done. M. dubiack answered ny question to
that effect before this Board at his first appearance, that
no, his clients had not done chain of title docunentation.
Nei t her these clients nor, at this point, any of the other
ones that he has spoken with prospectively at his town
nmeeting situation.

So, you know, | have no vote here. | only can say
to you that |, again, printed out on 7/3/04 a listing of the
title insurance conpani es authorized to do business in the
State of Virginia and Land Title Conpany is not on this

docunent. Now, | amnot going to say anything except this
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could be wong. | don't put a lot of faith in that sort of
thing nyself. But it would |ead ne to ask sonme questions
about that and | have not had this docunent to eval uate
before this norning, so | haven't done that.

PETER GLUBI ACK: If | m ght respond.

BENNY WAMPLER:  You may.

PETER GLUBI ACK: Ooviously, contrary to...

strongly disagree with Ms. Pigeon as strongly as she

di sagrees with ne. The fact of the matter is this piece of
litigation has been in the Courts for over four years. W
brought this as an action on behalf of the surface owners
agai nst the coal owers. M. Sexton and |, a representative
...attorney for Harrison-Watt LLC , decided to nake this as
careful a piece of litigation as we possibly could. The
deeds were introduced, admtted into evidence and the Judge,
and | am strongly disagreeing with Ms. Pigeon, agreed and
there never was a dispute, that surface owners were those
individuals listed as Plaintiffs and petitioners. The Judge
awar ded the ownership of coal bed nethane to the surface
owners. He did, in fact, reach a finding that they were the
surface owners subject to docunents which were duly admtted
into evidence with no objection. M clients, the

petitioners, own the surface. They own the property. These
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matters are not open for dispute.

As you probably are aware, but if you' re not, you
shoul d be, title in Southwest Virginia is a very conpl ex
issue. | will be the first to admt that in Ms. Gahanm s

case, there was a piece of property that has had many

convoluted turns. However, | will rem nd you once again that

| am the happy recipient of a check of $180, 000 from Conso
based on there being no disagreenent about D ana G ahanm s
ownership of this property less than two years old. That's
not an issue. Yes, M. Coleman was involved with these
i ndividuals before, in just that very instance to explain
that, in fact, Diana G ahamis the rightful owner of this
property subject to the deed that Ms. Pigeon has referenced.

Every...each and every one of these other individuals is
owner of the property and is the recipient of an order
ordering you, the Board, to distribute noney to them

Now, you do have a fiduciary obligation, but at

sone point reason has got to enter the process. You do not

have to investigate who owns the surface. You have been told

by a Grcuit Court, Donald and Anna Ratliff, D ana G aham
Connie L. Ratliff...Connie Sue Ratliff, Ira Gordon Ratliff,
Jerry and Phyllis Raines own the surface, pay themthe noney.

Fi gure out what noney is due themand pay it to them
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JIMMINTYRE: Was that witten in an order?

PETER GLUBI ACK: It sure is. That's what the order

was. Carefully witten.

SHARON PI GEON: | haven't seen an order that says
t hat .

PETER GLUBI ACK: Well, we can go through the order
in detail if you' d like, but the order was these individuals

own the coal bed nethane in these particular units, pay them
okay? The next issue is, are there any liens or judgnents
whi ch woul d supercede the noney that is on account in escrow
for these people. Now, M. Pigeon and | strongly disagree.
We apparently went to different property | aw cl asses.
However, she blows off Ms. Kilgore sinply because she
practices with her father, she blows off M. Colenman sinply
for I don't know what reason, she has bl own off ne because |
am obvi ously an interested biased party. M. Beale, an

i ndependent party, a very prom nent comrercial attorney...
comercial real estate attorney in Richnond in the eastern
part of the state, owner of a nunber of title conpanies, has
decided to rely, rightfully so, on the opinions of a nunber
of attorneys, has | ooked at the records, has | ooked at the
docunents Ms. Kilgore has, has conprehensively | ooked at

things. Has he gone to Gundy? No. But he has | ooked at
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the records that were conpiled and he has determned that in
his opinion back with his title insurance conpany and his
insurer and his E & Opolicy that this is okay. There are no
clainms or judgnents agai nst these people and if there are,
you will be held harm ess, defended and i ndemified. You
know, | can't say this, there are |lots of convoluted terns.
There are...this property has changed hands, that property
has changed hands. This person has been invol ved, that
person has been involved. But the fact of the matter is, the
Circuit Court of Buchanan County ordered that the Gas and Q|
Board, subject to your rules and regul ations, disburse the
nmoney to these individual Plaintiffs because they do own the
coal bed net hane.

What had to be determned is how nuch noney is on
account. We know that now. That nunber is fixed, we know
what that nunber is. The only issue left remaining is,
what's reasonable in your fiduciary capacity to require these
people to do? Wiat's reasonable, you know, |'m being forced
to agree and we've done it, is that if anything goes w ong,
you'll be held harml ess. These people own the property. The
Court has ordered it. | don't know what nore coul d be done.

BENNY WAMPLER: Let ne ask you one questi on,

though. In the lead-in paragraph of the letter presented to
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us today, it says, "Pursuant to the request of M. Peter

G ubi ack to review the outstanding records pertaining to the
clains listed below, I have exam ned the reports of Ms. Joyce
Kilgore and M. Cerald Col enan, as well as supporting
affidavits and title material."” So, his indemification
would go to the extent, as | would read that, you tell ne
froman attorney standpoint, as to what he's reviewed they
gave himand not what actually may be.

PETER GLUBI ACK: If they're wong, then presunably

he goes against them \Wat he's saying is, he's relying on
their reports. He's examned their reports, he's exam ned
their backup docunentation and the Affidavits supplied and he
is issuing this indemification. |If he's wong, and if there
is aclaim he would presumably have to pay the Board for any
| oss that m ght be suffered. Now, clearly if M. Col eman and
M. Kilgore or nyself are wong, then he has a right, and he
has discussed this with them ..l nean they have nmal practice

i nsurance. They have coverage. He has a right to proceed
against themif they have m sled himor we have incorrectly
given himinformation or there exists a record out there of a
judgnent that they have flat m ssed, then, you know, that's
why they were hired to | ook. That's what people do, that's

what title searchers do, that's what real estate attorneys do
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everyday. You know, they guarantee that they are right, they
searched the records. |If there is in fact a judgnent that's
there that they mssed, then that's why they have nul practice
E & O coverage, they're on the hook. M. Beale...|l say M.

Beale, it's Land Title Conpany...Land Title Conpany is

essentially saying, “I've relied on these. This is what the
basis is. If they're wong, you know, |I'lIl go after them
But 1've relied on them 1'mgiving this opinion and I']I

hold you harmless.”

BENNY WAMPLER: | read his letter saying he wll

hold us harmess to the extent that these records are
correct. | don't read it that they'll hold us harm ess to
the extent that they are not. | nean, you are the attorney
but - --.

PETER GLUBI ACK: |'mthe attorney but |I'm not your

attorney. |[|'lIl have to get...l nean if that is unclear...|
think that's clear. | can certainly clarify that. Al |I'm
asking for today is guidance fromthe Board. | didn't ask

you...|l didn't expect you to rule on this letter---.

BENNY WAMPLER: | under st and.

PETER GLUBI ACK: ---this norning. |f you have sone

questions, that's fine. Your attorney's here and |I'm goi ng

to talk to M. Byrumand if this needs to be tweaked a

40



© 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

sentence or two, we can certainly do that. |[|'mclear because
| have spoken with M. Beale. |If it is unclear to the Board,
that's fine. But what | need fromthe Board is, what do you
want? And what | think you want is that you want to be held
harm ess fromany clains, liens or judgnents with regard to
these petitioners or any other petitioners. That way when we
cone back, if | conme back or another attorney cones back, the
rules of the road are clear and we know what we have to
provide. And | think that this is a step, and | wll| argue
it was a conplete answer, if it's not a conplete answer, you
know, we can answer it. But what | need is...l don't want to
cone back in thirty days, and sixty days and ninety days
and keep doing this. Wat we need is...|l think you are al
intelligent people, you know what the issues are. Basically,
your fiduciary worry and ny opinion should be, if there's a
claimor judgnent or a lien out there, then we have to
satisfy it ourselves.

| think this issue of what happened in '92 or what
happened in '86 or what happened in '62, these people are the
surface owners. In fact, the fee sinple ownership of this
property is not even the subject. The subject of this
property is...this case is do you have to pay the noney that

has ordered by the Court to these people? | think the answer
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is yes. You have been ordered by a Court to do it. You' ve
accepted that, you've accepted the testinony of the
petitioners and the Court order. Your question, and |
understand, | disagree with sone of it, is we don't want, in
a year and a half, the IRS or X-Y-Z Conpany or Joe Smth, who
has a judgnent agai nst one of these people, cone back and say
“you paid these people $105,000; and I had a judgment for 20,
you shouldn't have paid them, you should have paid me, too.”

| f that happens, that's what this letter answers. And all
need to know is that we want an ironclad assurance, an
i ndemmi fication and hold harmless letter that says that if
t hat happens, we are covered. M job...that's what we do
here. And if there's a question about that, you know, they
get off the hook, Land Title gets off the hook if Col eman and
Kilgore are wong, | can answer that. That's not the case.
He's just saying that's what | relied on. You know, if
they're wong, then he's going against them | assune. But
not...you know, that doesn't get them off the hook or the
conpany off the hook.

BENNY WAMPLER: Ot her questions fromthe nenbers of

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

SHARON Pl GEON: | would |Iike to nmake one comment in
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response to that. The Court's order says, 'The surface owner
shall be paid escrowed funds and future royalties fromthe
production of coal bed nmethane on the mneral tracts at issue
according to their interest shown in any existing or revised
pooling order by the Virginia Gas and G| Board." Qbviously,
it's not just a matter of what they own as far as surface
versus mneral. It's what has valid liens attached to it.
That is what we're trying to determ ne.

PETER GLUBI ACK: |...l mssed...l mssed the point.

SHARON PI GEON: The pooling orders noted that there

were |iens against these properties. That is what Judge
WIllians says they will be paid according to the pooling
orders.

PETER GLUBI ACK: | understand that and that's what

you issued...you wanted...ny point is the ultimte answer to
that question is the satisfaction by a title conpany and

i nsurance and the E & Ocarrier for the amount that, in fact,
there are no liens or judgnents or clains which would
supercede ny clients' interest in the property. That's what
| have provided, you know, and that's what | would |ike you
to say “that's what we want.” So, the answer to that is,
yes, okay, there are sone |iens noted and we've answered

t hose i ssues.
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SHARON PI GEON: Today with this docunent?

PETER GLUBI ACK: Yes. And it doesn't matter what

you think, what | think, what M. Col eman thinks, what M.
Kil gore thinks at this point. You've renoved the
subjectivity...l have renoved the subjectivity pursuant to
your request and the AG s request. W want an
indemmification letter. W just don't believe you. W don't
want to rely on you. W don't want to do whatever everybody
el se does. W're not going to take a title opinion. Let's
just forget that word. Wat we want is we want an
indemmification letter froma licensed title conpany sayi ng,
“if there are claims, if they are liens, if they are
judgnents, and we pay it and they turn out to be, you
know...they turn out to be a claimagainst the Board, then
you'll hold us harmless, you'll defend us and you'll pay it.”
That's what we've done. So, we've taken out the real mof
subjectivity. W've elimnated this issue of, | don't I|ike
your opinion, | don't |ike your opinion, but nmaybe I'IIl Iike
your opinion. | don't know how many opinions. W don't dea

with that anynore. Wiat we're dealing with is a title

conpany has said if there are clains, |iens, or judgnents
we'll indemify you and hold you harmless. So, all this
busi ness of Ms. Kilgore's independence, M. Col eman's
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connection wth the case, ny lack of objectivity are off the
tabl e, you know.

VWhat |' m asking you to do today, if nothing else,
is to sinply say we want assurance froma |icensed, insured,
reput abl e conpany that there are no clains or judgnents ahead
of us. W've been told by the Court to pay these people
pursuant to their interest in the property pursuant to the
pooling unit. There was sone...there was sone liens noted in
the pooling orders of ten or twelve years ago. W've taken
those...we've answered those. They're not there anynore.
They have been taken care of. They've been satisfied.
They' ve been rel eased. They weren't correct. Regardless of
Ms. Pigeon's and ny di sagreenent about what constitutes a
title opinion, that's not the issue. You're, | guess at this
poi nt, capable today of saying forget this title opinion
thing. W want an indemmification letter froma title
conpany. End of the story.

Now, we can go back if M. Byrumor M. Pigeon
wants sonet hi ng, you know, slightly different |anguage to
make it clear. | think it's clear as a bell. But we
can...we can rehash that in the next day or so and get that.

| have every confidence having talked to M. Beal e and

that's what he's doing and that's what he can do. The fact
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of the matter is, that's it. |It's as good as it gets. It
answers your questions. It renoves any...any liability
i ssues, any fiduciary obligation or issues fromyou.

BENNY WAMPLER:  Wel |, you understand foll ow ng ny

question to you, you had to say, "I presune he woul d do
this." | nean, it doesn't say he would do that. That...
mean, we don't have to be told what he would take. But the
concern | have, he seens to be relying strictly on what was
provi ded- - -.

PETER GLUBI ACK: | under st and.

BENNY WAMPLER: | ' m not questi oni ng what they

provided. But the Board, by having a fiduciary
responsibility---.

PETER GLUBI ACK: R ght. | understand your

question. And I|---.
BENNY WAMPLER: Let ne finish

PETER GLUBI ACK: |'m sorry.

BENNY WAMPLER:  The Board, by having a fiduciary

responsibility, is on notice any tine that there's a lien or
j udgnent out there. Wuldn't you agree with that?

PETER GLUBI ACK: | woul d agree.

BENNY WAMPLER: Whet her or not we know about it,

and we shoul d have known about it if it's of record
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sonewher e

PETER GLUBI ACK: Well, certainly if it's in the

pooling order and certainly it was of record earlier, that's
fine. W answered that question. The issue that has been
bant ered about for the past four nonths is how to answer that
guestion. M reluctant agreenent is there...the ultimate
answer to that is, get insurance. GCet an indemification
letter...|l say insurance, get an indemification letter and a

hold harm ess clause froma title conpany backed up by E & O

coverage. That has been given, M. Wanpler. | understand
your question. |If that...you know, that can be resolved with
a sentence, then | will...l will do that. I'mclear and if

you need to be nade clear with sone additional |anguage that
we're not letting you...we're not seeking to be let off the
hook if M. Coleman and Ms. Kilgore or M. Qd ubiack were
wong. W're relying on themand their expertise and their
mal practice coverage to issue this indemification letter and
it's an unqualified indemification letter on clains, |liens
and judgnents.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?

MASON BRENT: |I'mstill...M. Chairman, just direct

this toward you, I'mstill...still kind of nmurky on the
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title...the whole title issue. If indeed the Court order
specifically commands us to distribute funds to these peopl e,
|'"d like to see that nyself. |1Is that available to us?

SHARON PIGEON: Here is the lower Court's opinion.

| think maybe the Supreme Court opinion is attached---.

MASON BRENT: Do they refer to these parties

specifically?

SHARON PI GEON:  No.

MASON BRENT: Did you not indicate that the Court

order referred to these parties specifically in distributing
t he funds?

PETER GLUBI ACK: Yes, the plaintiffs. Yes, by

name. | mean, there are plaintiffs and there were defendants
inthis case. Judge WIllians ordered the distribution to the
surface owners. The surface owners were listed, testified,
the deeds were introduced, the evidence was produced, and
they were the surface owners. The orders...|l nean, | don't
know how nmuch clearer it can be.

SHARON PI GEON: Not all of the plaintiffs were

successful in this.

PETER GLUBI ACK: No, there was...there was

sone...sone wthdrawal ...sonme people...in fact, Carl Robi nson

who is sitting here before you, we agreed to continue that.
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We're in a disagreenent about that right now. But the
i ndi viduals who were left at the end of the case, those
petitioners who were brought before the Board, the
petitioners, were the recipients of the order by the Crcuit
Court, which was later affirnmed by the Suprene Court as the
rightful surface owners...l'msorry, as the surface owners
who under law rightfully own the coal bed net hane and,
therefore, should be paid the determ ned cal cul ated anount,
which is in escrow attributable to their percentage interest
of the unit.

VWat was left for the Board to do was to direct M.
Wl son, who then with CNX, determ ne what these percentages
are. As |'ve said, in these particular parties cases,
virtually all the gas was punped in '98. Those nunbers have
been fixed for sone tinme so that the nunbers are not...
there's not much confusion about that. So, I'mnot...| nean,
| don't know what confusion there can be. The peopl e who
were the subject of the order was affirned by the Suprene
Court, the Board was ordered to take steps to calculate the
anounts due to these people and pay them

SHARON PI GEON: Wel |, here's the opinion. Just

show hi m

PETER GLUBI ACK: Well, okay. | nean, |'ve
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got...are we going to debate the |anguage of the Suprene
Court this norning? | nean, what's---7?

MASON BRENT: Well, no, let's not do that. That's

really not nmy question. Back to what you were | ooking for,
M. dubiack, where | amis | want a |level of confort with
regard to any judgnents and that kind of thing. | also want
to be confortable that we're distributing these funds to the
rightful owners, okay?

PETER GLUBI ACK: Right.

MASON BRENT: And what |'m asking of our folks over

here that support the Board is to provide ne as a Board
menber, trying to exercise ny fiduciary responsibility,
provide nme sonething fromthe AG s office that they say,
"Yeah, you know, it's my opinion that this should give you
good confort on those two issues.” That's what | need.
That's what | want.

PETER GLUBI ACK: Well, | was not aware and have not

been aware that there has ever been a dispute about the
rightful owners. W've done that. It has been to Court. It
has been |itigated.

MASON BRENT: That's fine.

PETER GLUBI ACK: It has been heard. I will...|

guess, if necessary, | will get with M. Byrum and Ms. Pi geon
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and establish the | anguage that there has never been any
question about the rightful owners. The rightful owners have
been determ ned by a Court. | nean, that certainly wasn't an
issue with M. Sexton and Harrison-Watt and woul d have been
raised. |1've proffered to you, for instance, the issue of
D ana G ahaml s ownershi p has been previously litigated and
has been conceded and a judgnent has been paid. Consol is
not in the business usually of paying out $180,000 to people
who are questionable owners. | nean, that...that...|l hate to
do things to reinvent the wheel. W didn't go out
and...well, our mninmal obligation was to introduce title, a
vesting deed with a property description during the tria
for these people who were the petitioners, only the
petitioners before this Board. A nunber of other parties
wer e di sm ssed.

We started with a cast of thousands in this case.
We got rid of half a dozen. In fact, by M. Swartz's
agreenent, we got rid of Consol because they weren't a
necessary party. The necessary parties to this case were the
peopl e who owned the surface pursuant to a title...to a
vesting fee sinple deed and the owner of the coal pursuant to
a severance deed successor, you know, nmany hundred years

later. W determined it was Harrison-Watt. W determ ned
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it was ny clients, the petitioners, here. That was...you
know, Judge WIllians was...we don't want any nessi ness about
who is who here, and we did that. W brought in the deeds.
The record is full of those docunents. They were accepted
into evidence. You know, I...1"'"Il take it up withe AG s
office, but I just don't think that's an issue. M/ clients
are the surface owners, and again, as Ms. Pigeon just read,
the Court ordered the paynent of these people according to
their respective interest in the pool, not whether they own
the property or not. That wasn't...that wasn't an issue.
That was done.

So, | can do nothing other than say | wll take
that up with them but |I don't think that's an issue. What
t hought we were here for today was the issue of, could there
be any superceding liens or clainms which mght cause the
Board probl em down the road? The answer to that, in ny
opinion and the title conpany's opinion and M. Col eman's
opi ni on, everybody's...M. Byrunis opinion at the AG s
office, was an indemification letter. | wsh he was here.
He said he was going to be here. He's not here. But that
was the answer. It was the answer on last Friday. It was
the answer yesterday when | spoke to himon the phone.

We didn't have this until today. So, | don't...I
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don't expect you to say, you know, “I bless this letter.”
But what we do need is, rather than waste nore tine, a clear
gui dance fromthe Board saying we want to be sure that, you
know...and | don't know mnd, | guess, we'll have to
prove...we did prove, but these people own it and these
peopl e don't have any clains or judgnents.

SHARON PI GEON:  Just to clarify what you just said.

| was in communication with Roger Chafe and John Byrumin
the AG s office yesterday afternoon until after 5:00---.

PETER GLUBI ACK:  Ckay.

SHARON PIGEON: ---they did not tell nme they had

reached any sort of agreenent. John Byrum did not say he
woul d be attending this Board neeting. | called Roger Chafe
this norning after you handed ne this letter to determne if
they had had an opportunity to reviewthis or if this were
acceptable or what. Their position was, and he said, "W
have not have an opportunity to see this letter and we have
no opinion on it until we do see it." So, | think what you
have just stated on the record is quite m sl eading.

PETER GLUBI ACK: | will say once again to you, M.

Pi geon, | spoke to M. Byrumand he indicated to ne that if
they got an indemification letter, that would seemto answer

the question. Did we reach a final agreenent? No. D d I
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say, "John, | break dowmn. | finally...l will get you an
indemmification letter. WII that answer it?" He said,
"Yeah. | don't see what else you could do. That woul d
answer the question.” That's what he said.

SHARON PI GEON:  And you said he said he woul d be

here today.

PETER GLUBI ACK: No, | did not. Well, he told ne

| ast week twi ce he was going to be here. Yesterday
afternoon, he told nme he had a brief to do and he woul d not
be here. If I inplied otherwise, I am m staken. But until
yesterday when | spoke to him he was definitely going to be
here because we've been directed to direct all correspondence
to M. Byrumand that's what we've been doing.

BENNY WAMPLER: That was because of the |awsuit---.

PETER GLUBI ACK: That was because of the | awsuit.

BENNY WAMPLER: - --whi ch you' ve non-suited now

PETER GLUBI ACK: Wiich | have non-suited and

di sm ssed.

BENNY WAMPLER: Ms. Pigeon is the Board's

representative.

PETER GLUBI ACK: | was told | ast week that M.

Chafe and M. Byrumwere still involved and that's where the

correspondence are to go.
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BENNY WAMPLER: Ckay. |'mjust clarifying that

that early on that was ny understanding. |'ve not been told
different. Just so we have that...that part of the record
clear. | nean, | don't know if soneone el se has been
designated to represent this Board. M. Pigeon is the
representative of this Board.

PETER GLUBI ACK: They...let nme be clear, they

don't...never have | been told what we say goes. \Wat |'ve
been told is you' re negotiating with us and we'll tell you
what we think is appropriate. M last conversation with M.
Byrumwas quite clear, "Look, let's just get to the bottom of
this. An indemification |letter will answer the questions.”
And so when | spoke to M. Beal e yesterday, we went through
the I anguage. W attenpted to draft what | considered to be
a very clear indemification letter saying that's it. |If
there are clains or judgnents or |iens against these people,
we will handle it. If we lose, we will pay you. Now, |
think the first paragraph...| understand your question, M.
Wanpl er, but the first paragraph is there to say, this didn't
cone out of thin air. | didrely ontheir opinions. | did
rely on what they told ne. | relied on their supporting
docunent ati on and the copies of the records they got fromthe

Courthouse. But | will make is crystal clear that isn't an
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out. That isn't a way to get off the hook. That's just...lI
didn't fashion this out of thin air. So, that's what you're
capabl e of doing today. W' ve been down a rocky road. But I
inplore you to just nmake a decision today that we want to be
hel d harml ess, we want to be indemified, and we want to be
clear that we're not going to be on the hook and that's
what...you know, if we can satisfy the AGs office that
that's what this letter says, then we're done.

BENNY WAMPLER: Well, | think M. Brent said it

best, we're trying to nake sure we're satisfying our
fiduciary responsibilities to this Board to insure that the
money is being paid and it's being paid properly, and nothing
nmore than that. W'd be happy...|'d be happy to sign orders
right here today if we...if we were clear on all of that.

PETER GLUBI ACK: Well, 1'd like you to, M.

Wanmpler, but | don't think we're going...l"'mnot that
optimstic of a guy. But | think that we've bent over
backwards to do everything you' ve asked us to do, ultimately
resulting in an indemification |letter and we're quibbling
over docunents that really are neani ngless at this point.
They're M. Beale and the title conpany's problem If |I'm
wong, if Ms. Kilgore's wong, if M. Coleman's wong, then

he's on the hook and he's going to cone after us. But the
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Board has been...|l nean, that's the classic | anguage,
i ndemmi fy and hold harm ess and that's what you' ve been told.

BENNY WAMPLER:  Any ot her questions from nenbers of

t he Boar d?

JIMMINIYRE: It appears to ne that we're

di scussing two different insurances: Wether you want a ful
blown title policy or we want a letter of indemification of

i nsurance, is that correct? You' ve already said that the

Court---.

PETER GLUBI ACK: | suppose we are, sir. 1'd
strongly disagree with that. | nean---.

JIM MINTYRE: | know, but | nean that's what it

appears to ne like the Board is |looking for atitle policy
and you're offering a title...am1l incorrect on that
assunpti on?

PETER GLUBI ACK: Well, what | would...and, | guess,

|"'mgoing to lose it here. |I'mreally sorry. But---.

JIM M| NTYRE: Don't lose it.

PETER GLUBI ACK: | mean, that's not the deal. W

have a Court order that says, pay these fol ks according to
their respective interest.

JIM M| NTYRE: Yeah, |'ve heard---.

PETER GLUBI ACK: You, the Board, had a concern
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about whether there were liens or judgnents or any clains
agai nst these people---.

BENNY WAMPLER.  No. Liens of record, just for

clarification.

PETER GLUBI ACK: Well, we've gone further, if

there's anything. | nean, you know, but that's right.

BENNY WAMPLER: But what there...if they were on

record for the Board.

PETER GLUBI ACK: There were sone |liens of record

that we...at least the title conpany is satisfied, either
don't exist or are against the wong people or have been
released. They're no |longer of any force and effect. That's
what you're being told. So, | don't think, respectively,
that a full blown title opinion...title insurance policy,
whi ch coul d costs thousands of dollars...thousands and
t housands of dollars is necessary, is a part of your job, is
relevant...no...you know. And again, | guess what |I'm
concerned about is, this is...again, here we are...we're
moving the ball. You know, we were here four nonths ago
try...l came here in January. | cane here last fall to say
pl ease conme up with sone policy so we don't spend a year

qui bbling about this stuff. | canme here in Apri

with a Suprene Court order. | asked you guys to distribute
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the noney. We went through the petitions. W went through
the argunent. You ordered the noney distributed. You had
sone queasy concern, rightfully so, about sone fiduciary...
fiduciary obligations. Wat about |liens? Wat about
judgments? | said | would provide atitle a opinion. |
provi ded, in my opinion, not one, but three. None of which
were accepted by Ms. Pigeon. The ultimte question was,

okay, what will do it?

| wish M. Byrumwere here today. He's not. M.

Pigeon and | seemto have a di sagreenent about what he said.

But he told nme, "I think the indemification letter is it.
| don't know what el se...you know, that answers the
question.” So, | called Land Title. | spoke to M. Beale.
He was satisfied that he had all the relevant information.
All the liens, judgnents and clains were taken care of. He
issued this letter. M. Wanpler raises a concern regarding
sone | anguage, we'll address that. You know, it's an
ironclad indemification, if there are liens or judgnents or
clains on the record that effect title to this property that
result in a judgnent...that is...results in a loss to the
Board...| nmean, those are insurance | anguage types of terns,

but if there is a loss to the Board, they are on the hook.
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kay, that's the answer. That's | think what your obligation
is. That's satisfying anything you could possibly be
required to do in your fiduciary obligation. Reinventing old
title issues, old questions that presunably coul d have been
raised and weren't, it's just not the tine nor the place to
do that. You're not a court of law. You're not atitle
conpany. You're not a...you're a Board adm nistering a fund.
You' ve been ordered to pay the fund out to these people.
You have concerns about anything that m ght intercede ahead
of your paying these people. That's, | think, what this is
about. [|'d ask you to establish a policy that says, "W want
to be sure that if we pay noney out to these people, that
there's no liens, clains or judgnents ahead of them and that
we're protected if we pay the noney to them" And that's
what you've ordered done. You' ve ordered the noney paid
subject to atitle opinion. Wat we're here this norning
about is not reinventing the wheel, but deciding how best do
you answer the question, if there are liens or judgnents or
clains out there, do you protect yourself? I|I'mhere to offer
to you the best that can be done is an indemification letter
froma title conpany saying, "W're satisfied. You should be
satisfied. But if you're not, and if we're wong, we'll pay

you.
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BENNY WAMPLER: Ot her questions or comments?

(No audi bl e response.)

BENNY WAMPLER: M. Swartz, do you have anything

further?

MARK SWARTZ:  No.

BENNY WAMPLER: |s there any action the Board

t hi nks we shoul d t ake?

DONALD RATLI FF: |'d nobve to table it until October

until all the clouds are renoved, M. Chairman, all questions
are answered and the Attorney Ceneral's office is satisfied.

PETER GLUBI ACK: Gven the fact that...well, if |

mght interject, | don't want to wait two nore nonths and be
told that you want a title insurance policy. |If that's what
you want, | can disagree with you, but I may as well get it

at the cost of many, many thousands of dollars. If...and |I'm
going to argue with the AGs office. I...l...you know, for
all I know, we've got to go Court to resolve this. That

| ooks like that's what's going to have to happen. |'msorry,
but | think it's clearly within your purviewto say this is

enough. But you don't apparently want to do that. You

apparently don't want to nmake a decision. So, if...l guess,
you know... maybe at least do this, if you want a title
policy, ask for atitle policy, nothing else will do. If I
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can get one of those, then we're done. | can...l can go to
court and fight with you about |ater whether you need it or
not. But | can at |least get this part done. To be this far
down the road and have you say you don't know what to do is
i nexcusabl e.

BENNY WAMPLER: | haven't heard anybody say.

BILL HARRI'S: No.

DONALD RATLIFF: 1'mnot for sure that we said
that. | made a notion, M. Chairnman.

BENNY WAMPLER: | understand. W have a notion on
the floor. |Is there a second?

MASON BRENT: | second the notion.

BENNY WAMPLER:  The notion is seconded. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have unani nous approval to be

continued until QOctober. The next itemon the agenda is a

petition from Equitable Production Conpany for a well
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| ocati on exception---.
JIMKISER M. Chairman, we're going to |l et CNX go
ahead and do theirs. |If that's okay with the Board.

MARK SWARTZ: Thank you, Jim

JIMKISER  Then we'll follow up on the |ast part
of the docket.

BENNY WAMPLER: Ckay. The next item on the agenda

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

coal bed net hane unit BB-31, docket nunmber VGOB-04-0817...1'm
sorry, 1317. I'mgoing to have to get longer arns. W'd ask
the parties that wish to address the Board in this matter to
cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. M.

Chairman, if there's no objection, |I'd ask the Board to
consi der conbining this docket wwth the next one. These are
the two Gakwood units that we have.

BENNY WAMPLER. Ckay. W'Il also call docket

nunmber VGOB-04-0817-1318. W'd ask the parties that wish to
address the Board in this matter to cone forward as wel | .

MARK SWARTZ: Mark Swartz and Les Arrington on that

one.

BENNY WAMPLER: The record will show there are no

others. You may proceed. 1'll give the Board a few m nutes
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break after while, but we'll go ahead and---.

Bl LL HARRI S: Excuse ne, what was the other---7?

BENNY WAMPLER: Thirt...it's fourteen and fifteen

on yours.

BILL HARRIS: And fifteen?

BENNY WAMPLER:  Yes.

(Leslie K. Arrington passes out exhibits.)

BENNY WAMPLER: I n fact, M. Pigeon got called

away. We mght should take a break now. She had to | eave
the room So, we'll...we'll go ahead and take a ten m nute
br eak.

(O f record.)

BENNY WAMPLER:  Back on the record. The record

wi Il show there are no others. You nay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, would you state your nane for ne,
pl ease?

A Leslie K Arrington.

Q Wul d you be sworn

(Leslie K Arrington is duly sworn.)
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Q Who do you work for?

A CNX Gas Conpany, LLC

Q Ckay. |Is CNX Gas Conpany, LLC a Virginia
General Partnership?

A Yes, it is.

Q Is it a wholly owned indirect subsidiary of
Consol Energy, Inc.?

A Yes, it is.

Q Is it authorized to do business in the

Commonweal t h?

A Yes, it is.

Q Who is the applicant on these two OGakwood
units?

A CNX Gas Conpany.

Q Ckay, and is CNX requesting that soneone be

appoi nted designated operator if these applications are
approved?
A CNX Gas Conpany.

Ckay. And with regard to the operator
issue, is...has CNX authorized with the Commonweal t h of
Virginia and...generally, and with the DMVE in particul ar?

A Yes, it is.

Q And does CNX have a bl anket bond on file
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wi th the DMVE?

A Yes, it does.

Q These are two OGakwood | units, is that
correct?

A Yes.

Q And they're both 80 acre units?

A Yes.

Q And you' re proposing how many wel | s?

A One.

Q And in both of these cases, is that...is the
proposed well located in the drilling w ndow?

A Yes, it is.

Q What did you do to notify the fol ks that

you' re seeking to pool that there would be a hearing today?
A We published in the Bluefield Daily

Tel egraph for BB-31 on July the 23rd, 2004; and BB-33, again

in the Bluefield Daily Tel egraph on July the 23rd, 2004.

Mai |l ed by certified mail return receipt requested on July the

16t h, 2004.
Q I n both instances?
A In both instances, yes.
Q Have you filed this norning with...with M.

Wl son proofs of publication and your certificates with
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regard to mailing?

A Yes, we have.

Q Do you want to add any respondents to either
of these pooling applications or dismss any today?

A No.

Q As will becone apparent when we're
di scussing the interest to be pooled here, you have...you
have | eased or acquired...you, neaning the applicant, have
| eased or acquired nost of both of these units, is that
correct?

A Yes, we have.

Q And what are the terns that you have
traditionally offered and have offered the folks in these
units to |l ease their interest?

A For a coal bed nethane |lease, it's a dollar
per acre per year with a five year paid up term and a one-
ei ght h production royalty.

Q And woul d you reconmend those terns...those
| ease terns to the Board for fol ks who m ght be deened to
have been |leased if there's a pooling order entered?

A Yes, we woul d.

Q Turning first to BB-31, if you would, which

is docket itemfourteen. Could you tell the Board what

67



© 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

i nterest you've succeeded in acquiring before today with
regard to coal bed net hane and what you're seeking to pool ?

A Yes, we've |eased 99.8907% of the coal, oil
and gas. W're seeking to pool 0.1093% of the coal, oil and
gas owner's claimto coal bed net hane.

Q Actually, | think there's...l nmay have
m sheard you, but | think the nunber is different with regard

to coal than fromoil and gas, Les.

A It is, I"msorry.

Q If you' d |look at---?

A It is.

Q If you' d look at Exhibit A page two, let's

do that again.

A It is.

Q What interest---?

A Yes.

Q ---are you seeking to pool ?

A Yes, for the coal owner, we have 99. 8907%

The oil and gas owner is 98.8907%

Q Ckay.

A And we're seeking to pool 0.1093% of the
coal owner's claimto coal bed net hane, and 0.2093% of the oil

and gas owner's claimto coal bed net hane.
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di f ference?

A
Q

application here.

It was roughly a tenth of a percent

Yes.
kay. This...as we kind of work through the

In Tract 4 you've got an address unknown.

So, you're going to require an escrow for that, if you | ook

at Exhibit B-3?
A
Q

Yes. Yes.

Ckay. And then the next exhibit, next page

of B-3, also in Tract 4 it's the sane recurring address

unknown, correct?

A

Q
sonebody who has

> O > O >

Yes.

So, we're just tal king about Tract 4 with
an address unknown, right?

Yes.

Ckay. Then you've got a well cost estimte.
Yes, we do.

What's the estimate of cost for BB-31?

$219, 050.52 to a total depth of 2,093.61

feet. The permt nunber is 6156, and that well was drilled

May 24, 2004.
Q

Boar d?

Ckay. Now, you filed an Exhibit Ewith the
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A Yes, we did.

Q Ckay. And that Exhibit E shows a conflict
in Tract 3A, is that correct?

A Yes, it does.

Q And it shows a potential conflict...well, it
shows a conflict in 3C, but also a title issue on the oil and
gas side, is that correct?

A That's correct, it does.

Q So, with regard to 3C there would be two
reasons to escrow?

Yes.

And then you filed an Exhibit EE, is that

correct?
A Yes.
Q And that pertains to Tract 3B?
A Yes, it does.
Q And are you requesting that in the event

that the Board pools this unit, they would allow the operator
to pay the conflicting claimants identified in Exhibit EE in
accordance with their split agreenent rather than escrow ng
their funds?

A Yes, we woul d.

Q Now, turning to the next itemon the docket,
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which is docket itemfifteen---.

BENNY WAMPLER:  WAit just one second. About the

unknown- - - ?

MARK SWARTZ:  Ckay.

BENNY WAMPLER: ---should that be on E?

MARK SWARTZ: We use our Exhibit normally for

conflicts and historically have not |isted unknowns. So, |
usual l y---.

SHARON PI GEON: We have changed t hat.

MARK SWARTZ: (Okay. So, you want us to do that.

SHARON PI GEON:  Anything that has to be escrowed,

we want on E.

MARK SWARTZ: (Okay, you need to nmake a note of

t hat .

LESLIE K. ARRI NGTON:  Ckay.

SHARON PI GEON:  Anita knew that.

MARK SWARTZ: Well, we live in different places.

SHARON PI GEON: | know.

MARK SWARTZ: But we'll take care of that.

BENNY WAMPLER:  You can proceed.

MARK SWARTZ: Fair enough. Not a problem | think
that sinplifies things as well, okay.

Q Wth regard to fifteen then, Les, if you
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would turn to the interest, Exhibit A page two, or your
notes that you' ve provided the Board. What...what have

you. ..what has the applicant been able to acquire in this
unit with regard to coal bed nmet hane ownershi p and/ or cl ai ns,
and what are you seeking to pool ?

A Okay. On BB-33, we have 98.7625% of the
coal, oil and gas, coal bed nethane interest |eased. W're
seeking to pool 1.2375% of the coal, oil and gas owner's
claimto coal bed net hane.

Q Ckay. Then if we look at Exhibit B-3, we
don't have any unknowns, do we?

A No.

Q And then turning to the well cost estimate,
what's your estimte?

A $218,589.44, to a depth of 2,074.18 feet.
The permt nunber is 6213, and it was drilled June 29, 2004.

Q Ckay. And you've got an exhibit...there's
no escrow for conflicts here because the person you're
pooling owms the mnerals in fee, correct?

A That's correct.

Q But there...but there is a Exhibit EE. Wth
regard to Tract 2, are you asking that if the Board approves

this application, they allow the folks identified on Exhibit
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EE to be paid directly by the operator as opposed to
escrowing their funds in accordance with the terns of their
split agreenent?

A Yes, we are.

Q Wth regard to both of these units, is it
your opinion that the plan for devel opnent that's discl osed
by the applications and related exhibits, which is
specifically to drill one frac well in the drilling w ndow of
each unit is a reasonable plan to devel op coal bed net hane?

A Yes, it is.

Q Is it your opinion that if you take the
| easing efforts that you' ve been successful in and the | eases
that you already have and then you conbine that with a
pooling order affecting the people that you have identified
as respondents in both of these case, that those two things,
the leasing, the voluntary |easing and the voluntary
agreenents, coupled with a pooling order will serve to
protect the correlative rights of all clainmants and owners
that you' ve been able to identify of record in both of these
units?

A Yes, it wll.

Q Ckay. That's all | have.

BENNY WAMPLER: Questions from nenbers of the
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Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

JIMMINTYRE: | nake a notion to approve.

DONALD RATLI FF AND BI LL HARRI'S:  Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: To sort of alert you, the next four

units, which would be sixteen through nineteen, are Nora
units and, you know, assunming there's an interest in putting
those together, we'd be in favor of that.

BENNY WAMPLER. Ckay. 1'll go ahead and cal

docket s nunmber VGOB-04-0817-1319, VGOB-04-0817-1320, 1321,
and 1322. W'd ask the parties that wish to address the
Board in these matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of the applicant.
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BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: | would like to incorporate the

testinmony with regard to the applicant and the operator and
wth regard to |lease terns, if | mght, fromthe two that
we' ve just heard.

BENNY WAMPLER: That wi || be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, let's talk a little about what you did
to notify the folks that you've |isted as respondents in
these four units of the hearing today.

A Ckay, for well...for unit BE-99, we
published it in the Bluefield Daily Tel egraph on July the
22nd, 2004. It was mailed by certified nmail July 16, 2004.
Unit BF-103, we published in the Bluefield Daily Tel egraph on
July the 22nd, 2004; and nmailed certified mail July 16, 2004.

Unit BF-104, we published in the Bluefield Daily Tel egraph
July the 21st, 2004, and nmailed certified mail July the 16th,
2004. Unit BG 104, published in the Bluefield Daily

Tel egraph July the 22nd, 2004, and nailed certified mail July
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16, 2004.

Q Wth regard to these four Nora units, do you
want to add any respondents today or dism ss any respondents?

A No.

Q Ckay. Starting...oh, and have you filed
proofs of publication and your certificates with regard to
mai | i ng and copi es of the green cards and so forth with M.

W son this norning?

A Yes, we have.
Q Ckay. Starting with BB-33, which is docket
item..l'"msorry, sixteen...docket item sixteen, which is BE-

99, okay. Let's...that's a Nora unit, correct?
Yes, 58.79 acres.
Ckay. And what's the proposal to devel op
this lease or this unit?
A One frac well in the unit.
Q Ckay. And that...the well in this instance
with regard to BE-99 is | ocated inside the w ndow?
A Yes, it is.
Q Ckay. Let's turn to the information with
regard to the interest that you' ve been able to acquire and
the interest that you' re seeking to pool. Wuld you tell the

Board about that?
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A. Yes. BE- 99, we have 100% of the coal
owner's claimto coal bed net hane | eased; 99.437% of the oi
and gas owner's claimto coal bed nethane. W're seeking to

pool 0.5613% of the oil and gas owner's claimto coal bed

met hane.

Q | f you would turn to the estimated cost with
regard to the well, what's your estinmated cost?

A $215,019.74 to a depth of 1923.75 feet.

It's permt nunber is 6195, drilled June the 22nd, 2004.

Q And with regard to the requirenent of
escrow, you filed an Exhibit E, is that correct?

A Yes, we have.

Q Ckay, and with regard to Tract 2A, there's a
conflict requiring escrow?

A That's correct.

Q And with regard to Tract 2B, there's both a
conflict and a title issue on the oil and gas fee side that
woul d require escrow, is that correct?

A That's correct.

Q Turning to BF-103, this is also a Nora unit,
right?

Yes, it is.

What's the acreage?

77



© 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

A 58. 77.

Q And the devel opnent proposal ?

A One well within the drilling unit.

Q And in all the instances, we're talking

about a frac well?

A Yes, it is.

Q Ckay. Turning to the Exhibit A, page two,
woul d you tell the Board what interest the applicant has been
able to acquire and what interest you' re seeking to pool
her e?

A Yes. We have 100% of the coal owner's claim
to coal bed net hane | eased, 69.236% of the oil and gas owner's
claimto coal bed nethane, and we're seeking to pool 30.764%
of the oil and gas owner's claimto coal bed net hane.

Q And this is a...the person that you're
seeking to pool here has...has essentially a fee m nera
cl ai nf

A Yes.

Q Wait a mnute. |I'mnot sure, hold on. No,
she doesn't. Strike that. Let's ook at...the person you're
seeking to pool here is in tw tracts, correct?

Yes.

Q 3A and 3B?
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Yes.
Ckay. Turning to your well cost estimate,
Exhibit C what's your estinate?

A $228, 774.36, to a depth of 2503.38, permt
nunber is 6190 and it was drilled July the 15th, 2004.

Q Now, | ooking at escrow requirenents, you
filed an Exhibit E, correct?

A Yes, we have.

Q Ckay, with regard to Tract 3A, there's a
escrow requi renent because of a conflict and al so because of
atitle issue on the oil and gas fee ownership side, is that
right?

A Yes. That's for 3A, 3B, 3C and 3D.

Q Ckay. The sane requirenent and sane title
i ssue in each one of those?

A Yes, it is.

Q Going to docket item ei ghteen, which is BG
104. Get that in front of you.

A That woul d be BF.

Q l"'msorry, did | get themout of here? |'m
sorry, okay.

BENNY WAMPLER.  On that |last one, I'msorry to go

back, but when you said the sane title issue on all of those
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tracts---?

MARK SWARTZ: There's a title conflict.

BENNY WAMPLER. Different parties?

MARK SWARTZ: Right. But | nmeant there's atitle

conflict issue, sorry.

BENNY WAMPLER:  Ckay.

MARK SWARTZ:  Ckay.

Q Let nme | ook at the docket here, Les. BF-104
is the next one on the docket, right---?

A Yes.

Q ---which is eighteen, okay. | had it
m snunber ed.

A Uh- huh.

Q Ckay. Wth regard to BF-104, that's a Nora

unit as well ?

A Yes. 57.25 acres.

Q And what's the plan?

A One well within the drilling w ndow.
Q Ckay. And what's...what's your cost

estimate with regard to that well?
A The cost estimate is $235,840.37. This is
permt nunber 6233, and | failed to put a copy of the

estimate within the package. |1'll submt that. | don't know
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how | done that.

Q Now, just with regard to that, however, if
we | ook at page two of the notice of hearing, did that, in
fact, state the cost estimate with regard to this well?

A Yes, it did.

Q Ckay. And, again, in the application
par agraph ten, was there a statenent with regard to the cost
estimate?

A Yes, it was.

Q Ckay, are you going to supplenent the record

to provide---?

A Yes, | wll.

Q ---the Board with the actual Exhibit C?
A W will.

Q Ckay. Going back to this application, if

you could turn or direct your attention to A page two, and
tell the Board what interest you' ve been able to acquire and
what interest you're seeking to pool?

A For unit BF-104, we have | eased 100% of the
coal owner's claimto coal bed nethane, and 99.9932% of the
oil and gas owner's claimto coal bed nethane. W're seeking
to pool 0.0068%of the oil and gas owner's claimto coal bed

met hane.
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Q Ckay. On Exhibit B-3, there's an indication
that we've got an address unknown in Tract 2C that's going to
requi re sone escrow, correct?

A Yes.

Q Okay. And then as we go to Exhibit E we
have, wth regard to Tracts 2A, 2B, 2C and 2D, a requirenent
of escrow for two reasons: One, because they are conflicts
in each tract.

A Uh- huh.

Q And also with regard to the oil and gas fee
ownership interest, there's a title issue in each tract
apparent|y?

A Yes.

Q Ckay.

JIM MINTYRE: Tract 2D, that's not showi ng in your

exhi bit here.

LESLIE K ARRINGTON: On ny listing, | left that

out .

JIM McI NTYRE:  Ckay.

Q But it is on the Exhibit E, correct?
A Yes, it is.

JIM McI NTYRE:  Uh- huh

Q Wth regard then to nineteen, | believe, is
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BG 104.
A Yes.
Q Yes, it is.

MASON BRENT: Before you nove onto that.

BENNY WAMPLER: M. Brent.

MARK SWARTZ: Ckay.

MASON BRENT: Has this well been drill ed?

LESLI E K. ARRI NGTON:  No.

Q You've got a permt, but it hasn't been
drilled?

A Correct. Probably tonorrow or the next day,
| think it is. [It's on the schedule.

MASON BRENT: You do have a permt for it?

A Yes.
BENNY WAMPLER: Pr oceed.

Q Wth regard to BG 104 then, is this a Nora

unit, Les?

A Yes, it is. 57.27 acres.

Q And the pl an?

A One well within the drilling unit...w ndow.
Q And this...okay, and this...this unit shows

a well that we see occasionally that's right on the edge of

the drilling wndow, do you see that?
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A Yes, it is.

Q Was it the intention that it be surveyed and
| ocated just inside the w ndow?

A Yes.

So, as far as you know, it is in the w ndow?

A | hope it is.

Q Ckay. It should be?

A Yes.

Q Ckay. The...and, again, this is a frac
wel | ?

A Yes, it is.

Q The interest that the applicant has been

able to acquire and the interest you' re seeking to pool are
what ?

A W' ve | eased 100% of the coal owner's claim
to coal bed net hane, | eased 99.9244% of the oil and gas
owner's claimto coal bed nethane. W're seeking to poo
0.0756% of the oil and gas owner's claimto coal bed net hane.

Q If we look at B-3 on this one, we've got an
address unknown again, correct?

A Yes.

Q And that would be in Tract 1D, as in David,

right?
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A Yes.
Q Ckay. Your cost estimate on this well is?
A $234,588.72 to a depth of 2723.68 and permt

nunber is 6233...36, I'msorry.

Q 6236 is the permt?
A Yes.
Q Okay. Turning to Exhibit E, we have an

Exhibit that indicates the followng tracts require escrow
1A, 1B, 1C and 1D and that the reasons for escrow are; 1,
that there's a conflict in each of these tracts, correct?
A Uh- huh.  Yes.
Q And also with again with regard to the oil
and gas side of the mneral ownership, there is a title

conflict in each one of the tracts?

A Yes, | believe...is it on all three, yeah.
Q Yeah.

A Yeah, all four of them

Q Al four of thent

A Yes.

Q Ckay. Also, it does not |ook Iike you' ve

got any split agreenents in this?
A That's correct.

Q In general then with regard to these three
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Nora units that we've just tal ked about, is it your opinion
that the plan to devel op the coal bed nethane wi thin and under
these units as disclosed by the applications and the
exhibits, which is to drill one frac well in the drilling

w ndow of each these units is a reasonable plan to devel op

t hi s coal bed net hane resource in these four units?

A Yes, it is.

Q And if you conbine the | easing activities
and the successful |easing programthat the applicant has
engaged in with a pooling order pooling the interests of the
truly limted nunber of respondents that we've nanmed in these
four units today, that those two things take in together wll
protect the correlative rights of all owners and cl ai mants of
record in these four units?

A Yes, it will.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: |s there a notion?

DONALD RATLI FF: Motion that we approve, M.
Chai r man.

JI M M| NTYRE: Second.
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BENNY WAMPLER: Mbtion to approve and a second.

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

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling for pooling of coal bed nethane unit BG 106. This is
docket nunber VGOB-04-0817-1323. W'd ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER:  This is nunber twenty for the Board

menbers consideration. The record will show there are no
others. You nay proceed.

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

the testinmony fromthe first two today with regard to the
applicant, the designated operator and the | ease terns.

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, if you would turn to docket item

twenty, BG 106. What kind of unit is this?

A It's a Mddle Ridge unit. It's 58.74 acres,
with one well wthin the drilling w ndow.
Q kay. And the...would you indicate to the

Board what the | easing and acqui sition program has all owed
you to do and what you're seeking to pool today?

A We have 100% of the coal owner's claimto
coal bed net hane, 99.4503% of the oil and gas owner's claimto
coal bed nethane. W're seeking to pool 0.4597% of the oi
and gas owner's claimto coal bed net hane.

Q Ckay. And you've listed as the respondent
here, & en Roger Dotson, correct?

A Yes.

Q Ckay. And what did you do to let himor his
heirs, successors and assi gns know of the hearing today?

A W mailed by certified nail return receipt
on July the 16th, 2004. W published on July the 21st, 2004
in the Bluefield Daily Tel egraph.

Q And have you filed the newspaper's proof or
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certificate of publication and your certificates with regard
to mailing with M. WIson today?

A Yes, we have.

Q It looks like M. Dotson's interest is in

oil and gas...on the oil and gas side, correct?

A Yes, it is.

Q Okay. And what is your well cost estinmate?

A $232,603.43 to a depth 2664.74 feet, permt
nunber 6230.

Q 6230, okay. And you filed an Exhibit C, is

that correct?

A Exhibit E?

Q |'"'msorry, Exhibit E, yeah

A Yes, for Tract No. 3.

Q Ckay, and the reason for escrow here...the

only reason for escrow here would be that there's a conflict
between the parties identified on Exhibit Ewith regard to
Tract 3?

A Yes.

Q Is it your opinion that if you take the
acqui sition program and | easing program and the fact that
you' ve been able to acquire nost of the interests in this

unit, conbine that with the pooling order, that the
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correlative rights and clains of all owners and cl ai mants of
record with regard to coal bed nethane in this unit would be
pr ot ect ed?

A Yes, it woul d.

Q And is it your opinion that the plan to
devel op coal bed nethane fromw thin unit BG 106 is a

reasonabl e plan as disclosed by your application and

exhibits, which is to drill one frac well in the drilling
wi ndow?

A Yes, it is.

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

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

MASON BRENT: Exhibit Cindicates that no permt

has been issued, shows none.

LESLI E K. ARRI NGTON: Yes. Soneti nes those

exhi bits get drafted prior to the permt being issued, and
then we incorporate it on our spreadsheet.

MARK SWARTZ: There's a permt today, 6230, with

regard to this well?

LESLI E K. ARRI NGTON: Yes. Yes, there is.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?
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(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Mbtion to approve and second. Any

further discussions?
(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: Thank you very much.

BENNY WAMPLER.  We' ||l go back to nunber twelve on

the Board' s docket. The next itemon the agenda is a
petition from Equitable Production Conpany for a well
| ocati on exception for proposed well V-535986. This is
docket nunber VGOB-04-0817-1315. W'd ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

JIMKISER M. Chairman, nenbers of the Board, Jim

Ki ser on behal f of Equitable Production Conpany. Qur w tness
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inthis matter and all of our other matters today will be M.
Don Hall. W'd ask that he be sworn at this tine.
(Wtness is duly sworn.)

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB W LSON: On this docket nunber, we received a

revised plat. It was too late for it to go out in the nai
and 1'Il pass it out.

BENNY WAMPLER. Ckay. Thank you.

(M. WIson passes out revised plat.)
DON HALL: (I naudible). George send you that?
BOB WLSON: Well, | don't know, Don. Actually

sone gentleman by the nanme of JimKiser provided this.

BENNY WAMPLER: That's not a revi sed one. It's the

plat. | was just going to let you sweat for a while before |
told you.

JIMKISER  Ckay.

BOB WLSON: It is the plat.

JIMKISER  The plat, it should have been submtted
with the application.

BENNY WAMPLER:  Ri ght.

JIMKISER Now we're clear. Ready?
BENNY WAMPLER: The record will show there are no
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1 others. You nmay proceed.

2 DON HALL

3 having been duly sworn, was exam ned and testified as

4 follows:

5 DI RECT EXAM NATI ON

6 QUESTI ONS BY MR Kl SER:

7 Q M. Hall, could you state your nane for the
8 record, who you're enployed by and in what capacity?

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

10 Equi tabl e Production Conpany as District Landnman.

11 Q And your responsibilities include the |and
12 invol ved here and the surroundi ng area?

13 A They do.

14 Q Are you famliar wth the application that

15 we filed seeking a | ocation exception for well V-5359867?

16 A Yes.

17 Q Have all interested parties been notified as
18 required by Section 4(B) of the Virginia Gas and G| Board

19 regul ati ons?

20 A They have.

21 Q In this particular case, the only coal, oil
22 or gas owner in this unit is ACIN, LLC?

23 A That's correct.

24
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Q

And woul d that be the ownership of the oi

and gas underlying the unit for this well?

A
Q

Yes.

And does Equitable have the right to operate

the one reciprocal well that we're seeking the exception

from which is VAD 46037

A

Q

Q
A
Q
A

We do.

So there's no correlative rights issues?
No.

We're seeking an exception of 102 feet?
Yes, that's correct.

And can you explain for the Board in

conjunction with the plat why we need this exception?

A

This was a spot that was chosen by ACIN to

get a coal block in a mning area that they're operating in,

or that they plan to operate in.

Q

In the event this |ocation exception were

not granted, would you project the estinmated | oss of reserves

resulting in waste?

A.
Q

wel | ?

375 mllion cubic feet.

And what is the total depth of the proposed

6625 feet.
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Q Wuld this be sufficient to penetrate and
test the conmmon sources of supply in the subject formations?

A Yes.

Q Are you requesting this |ocation exception
cover conventional gas reserves to include the designated

formations fromthe surface to the total depth drilled?

Yes.
Q And the permt has been applied for in this
case?
A That's correct.
Q I n your opinion, would the granting of this

| ocati on exception be in the best interest of preventing
waste, protecting correlative rights and maxi m zi ng the
recovery of the gas reserves underlying the unit for well
V- 5359867

A Yes.

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

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)
JIMKISER |s your plat dated 6/30, 20047
DON HALL: Yes.

95



© 00 N o o b~ w N P

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

)
1

BENNY WAMPLER: Do you have anything further?

JIMKISER W'd ask that the application be
approved as submtted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Mbtion to approve and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
pooling of coal bed nethane unit VC501827. This is docket
nunmber VGOB-04-0817-1316. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIMKISER  Again, M. Chairman and board Menbers,
JimKi ser and Don Hall on behalf of Equitable Production. 1In

this particular case, we revised an Exhibit E and sent that
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to Diane and M. WIlson. And | guess you got those and got
themin everybody's file.

BOB WLSON: They shoul d have been included in the

package that was mail ed out.
JIMKISER  Ckay.
DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, again state your name, who you're
enpl oyed by and what capacity?

A Don Hall. |'menployed by Equitable
Production Conpany as District Landman.

Q And again, your responsibilities include the
land involved in this unit and the surroundi ng area?

A They do.

Q And are you famliar with the application we
filed seeking to pool any unleased interest in the unit for
this well?

A Yes.

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

A Ve do.

Q And prior to filing the application, were
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efforts made to contact each of the respondents listed with
an ownership interest in the unit, and an attenpt nmade to
work out a voluntary | ease agreenent?
Yes.
Q VWhat is the interest of Equitable within the

gas estate in the unit?

A We have 97.57% | eased.

Q And in the coal estate?

A A 100%

Q And in fact, | guess the only unl eased

interest is a small undivided interest in the gas estate in

Tract 8 owned by Anderson Mullins?

A That's correct.

Q So the unl eased percentage of the gas estate
is 2.425%

A That's correct.

Q And again the coal estate is a 100% | eased.

In this particular case, we don't have any unknown or
unl ocateabl e interest owners, is that correct?
A That's correct.
Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned

in Exhibit B?
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Yes.
Q Are the addresses set out in Exhibit B the
| ast known addresses for the respondents?
A They are.
Q Are you requesting the Board to force poo

all the unleased interest listed at Exhibit B-3?

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.

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

A Five dollar bonus, on a five year term and

with a one-eighth royalty.

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

A They do.

Q Now, as to those respondents |listed at
Exhi bit B-3 who renai n unl eased, do you agree that they be

allowed the followi ng options with respect to their ownership
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interest: one, participation; two, a cash bonus of five
dollars per net mneral acre, plus a one-eighth of eight-
eighths royalty; or three, in lieu of a cash bonus and a one-
eighth of eight-eighths royalty, a share in the operation of
the well on a carried basis as a carried operator under the
follow ng conditions: Such carried operator shall be
entitled to his share of production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents
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 cost applicable to the interest of
a carried operator of a |leased tract or portion thereof; or
B), 200% of the share of such cost applicable to the interest
of the carried operator of an unleased tract or portion

t her eof ?

A Yes.

Q Do you recommend that the order provide that
the el ections by respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, P. O Box 2347, Charleston, West Virginia 25328,
attenti on Mel anie Freenman, Requl atory?

A. Yes.
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Q Should this be the address for all
communi cations with the applicant concerning any order?

A Yes.

Q Do you recommend that the order provide that
if nowitten election is nmade by a respondent, then such
respondent should be deened to have el ected the cash royalty
option in lieu of participation?

A Yes.

Q Shoul d unl eased respondents be given 30 days
fromthe date the Board order, execution of the Board order
to file their witten el ections?

A Yes.

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

A Yes.

Q Does the applicant expect that party
electing to participate to pay their share of conpleted well
cost in advance?

A Ve do.

Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board order, and

thereafter annually on that date until production is
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achi eved, to pay or tender any cash bonus or del ay rental
becom ng due under the force pooling order?

A Yes.

Q Do you reconmend the order provide that if
the respondent elects to participate but fails to pay their
proportionate share of well costs to the applicant for the
paynment of those costs, then the respondent's election to
partici pate should be treated as having been w t hdrawn and
voi d, and such respondent shoul d be deened to have | eased?

A Yes.

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

A Yes.

Q Ckay, now in this particular case we do have
conflicting clainmant situati on between the gas estate and the
coal estate?

A That's correct.

Q So the Board does need to establish an
escrow account ?

A. That's correct.
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Q

kay. And who shoul d be naned the operator

under any force pooling order?

A

o > O >» O

for this well?
A
Q
submtted to the

A
Q

Equi t abl e Producti on Conpany.

VWhat is the total

3,050 feet.

depth of the well?

Esti mated reserves for the unit?

350 mllion cubic feet.

Now, are you fam

Yes.

liar with the well costs

Has an AFE been revi ewed, signed and

Board as Exhibit

It has.

Cc?

Was the AFE prepared by an engi neering

depart nent knowl edgeable in the preparation of AFEs and

know edgeabl e in
A

Q

regard to well costs in this area?

Yes.

I n your opinion,

reasonabl e estimate of the costs?

A.
Q

It does.

Coul d you state both the dry hole costs and

the conpleted well costs?

A

The dry hol e cost
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conpl eted well cost is $292, 057.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

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

A Yes.

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

A Yes.

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

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER W'd ask that the application be
approved as submtted, M. Chairnan.

BENNY WAMPLER: Is there a notion?

BILL HARRI'S: Motion for approval.

JIM M| NTYRE: Second.
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BENNY WAMPLER:  Mbtion and second. Any further

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

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

yes.
(Al'l nmenbers except Donald Ratliff signify by
sayi ng yes.)

BENNY WAMPLER:  Opposed, say like---.

DONALD RATLI FF: ['Il abstain, M. Chairnan.

BENNY WAMPLER: One abstention, M. Ratliff.

The next itemon the agenda is a petition from Equitable
Production Conpany pooling of coal bed nethane unit VG
501854, docket nunber VGOB-04-0817-1324. We'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine. This is the Board's itemtwenty-one.

JIMKISER M. Chairman, again JimKiser and Don
Hal | on behal f of Equitable Production. Don is going to hand
out a whole set of revised exhibits for this one, which wll
include B, B-2, B-3, and E.

BENNY WAMPLER:  The record wll show there are no

others. You may proceed.

DON HALL
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DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q

M. Hall, you're famliar with the

application we filed seeking to pooling order for well VC

5018547

unit here?

A
Q

Yes.

Does Equitable own drilling rights in the

W do.

And prior to filing the application, were

efforts made to contact each of the many respondents naned in

this united and an attenpt nade to work out an agreenent?

A
Q
A
Q

Yes.
Vol unt ary agreenent ?
Yes.

Ckay. At the tinme the application was

filed, what was the | eased interest of Equitable in the gas

estate?

A.
Q

90. 5961%

And at the tinme the application was filed

what was the interest of Equitable in the coal estate?

A
Q

A 100%

And since the filing of the application,
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your plan departnment continue to nake efforts to reach
vol untary agreenents with unl eased parties?

A Yes.

Q And as a result of those efforts, were you
successful ?

A Yes. We picked up two nore |eases that's

reflected in those exhibits that I---.

Q And that's why these exhibits were revised?

A That's correct.

Q Coul d you point those | eases out for the
Boar d?

A On Exhibit B, page 11, Jean Brian is |eased.

At the very bottom of the page?
A Bottom of the page. And at the top of the
page, page 12, Getta Shaws has | eased. And they're
di smssed in Exhibit B-2.
Q Ckay. So now, at this tine, at the tine of
the hearing, obviously the coal estate is still 100% | eased.
Coul d you state for the Board the percentage of the gas

estate that nowis | eased and unl eased?

A 90. 80%
Q | s | eased?
A Yes.
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Q And the unl eased percentage?

A It's 9.20%

Q In this particular unit we do have sone
unknown interest owners, is that correct?

A Yes.

Q Were reasonable and diligent efforts nade
to |l ocate these unknown heirs, including primry sources such
as deed records, probate records, assessors records,
treasurer's records, and secondary sources such as tel ephone
directories, city directories, famly and friends?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in Exhibit B, revised Exhibit B?

A Yes.

Q And are the addresses set out to revised
Exhibit B to the application the | ast known addresses for the
respondent s?

A Yes.

Q And are you requesting the Board to force
pool all unleased interest listed at revised Exhibit B-3?

A Yes.

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

A Yes.

Q Coul d you again advise the Board as to what
t hose are?

A Fi ve dol |l ar bonus, one-eighth...five year
termand a one-eighth royalty.

Q I n your opinion, do the ternms you' ve just
testified to represent the fair market value of and fair and
reasonabl e conpensation to be paid?

A They do.

JIMKISER M. Chairman, at this tinme, regarding
the testinony in regards to the statutory el ections afforded
any unl eased parties and their tinme periods in which to nmake
those, and the inplications of making those, that was taken
previously in docket nunber 04-0817-1316, we'd ask that that
be incorporated for purposes of this hearing.

BENNY WAMPLER:  That wi Il be incorporated.

Q In this particular unit, M. Hall, we have
not only several unknown interest owners, we al so have
conflicting clains?

A That's correct.

Q So, the Board does need to establish an
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escrow account ?
A Yes, that's correct.
Q And who shoul d be nanmed t he operator under

any order?

A Equi t abl e Producti on Conpany.

Q And the total depth of this well?

A | s 2401 feet.

Q And the estinmated reserves for the unit?

A 250 mllion cubic feet.

Q Now, are you famliar with the well cost for
this well?

A Yes.

Q Has an AFE been revi ewed, signed, and

submtted to the Board as Exhibit C?

A It has.

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

A It does.

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

A The dry hole cost is $129, 652, and the
conpleted well cost is $299, 336.

Q Do these costs anticipate a nultiple
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conpl eti on?

A They do.

Q Is there a charge, reasonable charge, for
supervi si on?

A Yes.

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

A Yes.

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

BENNY WAMPLER: Questions from nenbers of the

Board? M. Hall, | probably know the answer to this, but in
a nunber of these address unknowns in here, they have people
with the sane | ast nanes that you have | eased and then
address unknown, |'m sure you' re asking those people if they
know?

DON HALL: Yes. As a matter of fact, not relative
to this well, but | got a call yesterday from a person that
we had initially listed as unknown in another well, he and
his sister. He gave ne his address and when | asked him

about his sister, he said he didn't know her address and
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di dn't have her phone nunber.

BENNY WAMPLER: | just had to ask that. O her

questions from nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

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

application be approved as submtted with the revised set of

exhi bits.

BENNY WAMPLER: |s there a notion?

JIM MINTYRE: Mdtion to approve.

BILL HARRI'S:  Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

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

(Al nmenbers except Donald Ratliff signify by
sayi ng yes.)

BENNY WAMPLER.  Opposed, say no.

DONALD RATLI FF: ['Il abstain, M. Chairnan.

BENNY WAMPLER: One abstention, M. Ratliff. The

next itemon the agenda is a petition from Equitable
Production Conpany pooling of coal bed nethane unit VG 505241,
docket nunber VGOB-04-0817-1325. W'd ask the parties that
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W sh to address the Board in this matter to conme forward at
this tine.

JIMKISER  Again, M. Chairmn and Board nenbers,
Jim Ki ser and Don Hall on behalf of Equitable Production.
Agai n, we picked up sone additional |eases, so again we have
an entire set of revised exhibits.

(M. Hall passes out exhibits.)

BENNY WAMPLER:  The record wll show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, are you famliar with the
application we filed seeking to pool all the unl eased
interests in the unit for well VG 505241, which was dated
July the 16th, 20047

A Yes.

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

A Ve do.

Q Agai n, could you go through, for the Board

as |'ve already stated, we did pick up, at least that |I'm
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aware of, at | east one additional |ease?

A That's correct, that was all.

Q Which was a M. Paul Adkins in Tract 3?
A That's correct.

Q Coul d you through for the Board and M.

Pi geon what the interests were at the tine of the
application, the | eased and unl eased? Again, noting that the
coal estate is 100% | eased, and then what the interests are
after the Adkins | ease?

A At the tine of the application, we had
83.79...83.794% | eased, and with the new pi ece that we have
| eased, that increased to 83.94% and | eaving the unl eased
portion initially was 16.205% and is now 16. 06%

Q Now, as we go through the various exhibits
listing the respondents for this particular unit, and again,
notice that there's quite a few unknown interest owners?

A That's correct.

Q And is it your testinony that you made
reasonabl e and diligent records by checking all kinds of
different sources to try to identify and | ocate these unknown
parties?

A That's correct.

Q And in your professional opinion, due
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diligence was exercised to attenpt to | ocate each of thenf

A Yes.

Q And are the addresses set out in the revised
Bto this application the | ast known addresses for the
respondents, at |east for those that we know?

A They are.

Q Are you requesting this Board to force poo

all unleased interests as listed in revised Exhibit B-3?

A Yes.
Q And again, are you famliar with the fair
mar ket value of drilling rights in the unit and in the

surroundi ng area?

A | am
Q And advi se the Board as to what those are?
A Five dollar bonus, on a five year termwth

a one-eighth royalty.

Q Ckay. In your opinion, do the terns you' ve
just testified to represent the fair market value of and fair
and reasonabl e conpensation to be paid for these drilling
ri ghts?

A They do.

JIMKISER Again, M. Chairman, at this tinme, I'd

ask that the testinony taken 04-0817-1316 be incorporated for

115



© 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

pur poses of this

heari ng.

BENNY WAMPLER:  That will be incorporated.

Q

M. Hall, we have many unknowns, and we have

conflicting claimants between the gas and coal estate, so

agai n, the Board

A
Q

will need to establish an escrow account ?
That's correct.

And who shoul d be naned the operator under

any force pooling order?

A

> O >» O

Q
submtted to the

A
Q

Equi t abl e Producti on Conpany.

And the total depth of this well?

| s 2453 feet.

The estimated reserves?

250 mllion cubic feet.

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

It has.

In your opinion, does it represent a

reasonabl e estimate of the well cost?

A.
Q

Yes.

Coul d you state both the dry hol e cost and

the conpleted well?

A

The dry hole cost is $117,608, and the

conpleted well cost is $283, 555.
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Q
conpl eti on?

A

Q
for supervision?

A

Q
opi nion, would t
best interest of
the protection o

A

Do these costs anticipate a multiple

They do.

Does your AFE include a reasonabl e charge

Yes.

The best interest...in your professional
he granting of this application be in the
conservation, the prevention of waste and
f correlative rights?

Yes.

JI M KI

SER: Nothing further of this witness at this

time, M. Chairmn.

BENNY

WAMPLER: Questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairman, | do have a question,

and just curi osi
the front page,

Down at the bot

ty. The Exhibit B that you handed out, on
there's a tract on Eva Adkins that's | eased.

tomof the page, tract 3, the sane person is

unl eased for tract 3. | just found that kind of curious.

JI MKI

SER:  Good pick up.

DON HALL: That's correct, it's the sanme person

BILL HARRIS: D d not---?
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JIMKISER | asked the sane question.

DON HALL: Tract nunber one is a | ease that we've
had for quite a nunber of years and her husband, during his
lifetime, bought out a lot of the heirs in Tract 3 and never
recorded the deeds and his house burned. He was never able
to get new deeds fromthose parties. |In the neantine, it got
expanded, got |arger, so our only choice...the ownership of
record was the parties that he didn't record his deeds to.

So we nmade an attenpt to | ease those parties, the ones that
we could find, and | guess because of the situation which she
felt...probably feels like she owns it all even though she
doesn't have any deeds for it, she just doesn't want to sign
a lease at this tine.

BILL HARRIS: | just thought that was kind of---.

JIMKISER She didn't sign it to avoid the
controversy.

BILL HARRI'S:  Yeah.

JIMKISER | asked himthe sane question.
BILL HARRIS: | just saw that and | thought that

was sort of odd. Thank you.

BENNY WAMPLER: | saw another one in there |

thought a little odd, it's just unknown heirs.

DON HALL: All these people, Adkins heirs, there's
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just nore of them W don't think we got them all

BENNY WAMPLER: O her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMK SER W'd ask that the application be
approved as submtted, M. Chairman, with the revised set of
exhibits that were presented.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers except Donald Ratliff signify by
sayi ng yes.)

BENNY WAMPLER.  Opposed, say no.

DONALD RATLI FF: 'l abstain, M. Chairnan.

BENNY WAMPLER: One abstention, M. Ratliff. The

next itemon the agenda is a petition from Equitable

Production Conpany a well | ocation exception for proposed
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wel | V-502681, docket nunber VGOB-04-0817-1326. W'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JIMK SER M. Chairman, once again, JimKiser and

Don Hall on behal f of Equitable Production.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, you are famliar with the | and
involved in the unit for this well and the surroundi ng area?

A Yes.

Q And you're famliar with the application we
filed seeking a | ocation exception for this well?

A Yes.

Q Have all interested parties been notified as
requi red by Section 4(B) of the Virginia Gas and Q| Board
regul ati ons?

A They have.

Q In that case, being Penn Virginia. Could
you indicate for the Board the ownership of the oil and gas
underlying the unit for well V-5026817

A Penn Virginia Ol and Gas Corporation owns a
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100%
Q And does Equitable have the right to operate
the one reciprocal well that we're seeking an exception from

which will be well V-5027007?

A We do.

Q So there's no correlative rights issues?
A No.

Q And in conjunction with the plat that was

filed with the application, could you explain why you're
seeking this exception?

A A coal group, Penn Virginia, have strip mne
plans in the area and they placed this location in this

particul ar spot to | east inpact their operations.

Q It's an exception of 168 feet, is that
correct?

A That's correct.

Q In the event this |ocation exception were

not granted, could you estimate the project the estinated
loss in reserves resulting in waste?

A 400 mllion cubic feet.

Q And what is the total depth of this well
under the proposed plan of devel opnent?

A. 5675 feet.
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Q And are you requesting this |ocation
exception cover conventional gas reserves to include not only
designated formations but surface to total depth drilled?

A Yes.

Q In your opinion, would the granting of this
| ocation exception be in the best interest of preventing
waste, protecting correlative rights and nmaxi m zing the
recovery of gas reserves underlying the unit for V-502681?

A It woul d.

JIMKISER Nothing further for this wtness at
this time, M. Chairman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JIMKISER W'd ask that the application be
approved as subm tted.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So noved, M. Chairman.

BENNY WAMPLER:  Mbtion to approve.

JIM M| NTYRE: Second.

BENNY WAMPLER: Mbtion to approve and second. Any

further discussion?
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(No audi bl e response.)

BENNY WAMPLER: The next itemon the agenda is a

petition from Col unbi a Natural Resources, LLC for creation
and pooling of a conventional gas unit 24540. This is docket
nunber VGOB-04-0817-1327. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman, Jim Kiser on behal f of
Col unbi a Natural Resources, LLC. W'd ask at this tine that
this particular item be continued over to the Septenber
docket. We noticed sonewhat |ately when we were doi ng our
Wi tness prep for the force pooling hearing that we're al so
going to need a | ocation exception for this well. So, we'll
get that filed hopefully by Friday so we'll have both on the
Sept enber docket .

BENNY WAMPLER:  That will be continued. M.

Wl son, do you have anythi ng?

BOB WLSON: No. | maght nention that |ast nonth

we said that we had a new Board nenber appointed who was M.
Ken Addi son here in town. Since that neeting of the Board
M. Addi son has wi thdrawn his appointnent, or asked to have
hi s appoi ntment w t hdrawn, because he perceived a possible

conflict of interest with his business, which was surveyi ng
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and such. So we still don't have a new Board nenber, to ny
know edge.
BENNY WAMPLER: They're working on it. Do the

Board menbers have anything further? Mnutes fromthe | ast
nmeeti ng, have you had an opportunity to review those?

DONALD RATLIFF: | nove that they be approved as

presented, M. Chairman.

MASON BRENT: Second.

BENNY WAMPLER: Mbtion to approve and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DON HALL: Where are we with...l"'msorry.
BENNY WAMPLER  That's okay.

DON HALL: Where are we with the regul ations, Bob?

BOB WLSON: W are in the very initial stage of

review. At this tine, we are putting together sone

recommended changes fromthe Departnent and basically
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constructing a docunent to work fromas we go into the
section. | would anticipate that probably October woul d be
the earliest we would set any work group neetings. W'l|
make sure that everybody is fully aware of that. W have to
go through a thirty day public notice period before we can
set all of this. So, we're in the very early stages of
getting that going right now.

BENNY WAMPLER: And we deci ded to open the Board

regs as you know as well as the other regs.
DON HALL: Yeah.

BENNY WAMPLER:  Ckay, thank you. That's it.
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STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wit:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcribed under ny supervi sion.

G ven under ny hand and seal on this the 8th day of

Sept enber, 2004.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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