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P. O Box 798
G undy, Virginia 24614
(540) 935-5257

BENNY WAMPLER: Good norning. M nane is Benny

Wanpler. |1'mDeputy Director for the Virginia Departnent of
M nes, M nerals and Energy and Chairman of the Gas and Q|
Board and 1'll ask the Board Menbers to introduce thensel ves.

MASON BRENT: My name is Mason Brent. |'mfrom

Ri chnond and | represent the Gas and G| Industry.
MAX LEWS: Max Lewi s from Buchanan County. |
represent the G tizens G oup.

SANDRA RIGGS: |'m Sandra Riggs with the Ofice of

the Attorney CGeneral and I'mhere to advise the Board.

CLYDE KING [|I'm dyde King from Abi ngdon, Virginia

and | am a Consuner Representative.

BILL HARRIS: I'mBill Harris from Wse County and

a Consuner Representative.

TOM FULMER:  Tom Ful ner, Departnent of M nes,

M neral s and Energy and secretary to the Board.

BENNY WAMPLER:  Thank you very nmuch. First itemon

today' s agenda, the Board will receive the annual...the sem -
annual report fromthe escrow agent, First Virginia Bank and
Mount ai n Enpire Trust Departnent, concerning the Board's
escrow account. M. King?

BILL KING Thank you. I'mBill King and this is
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Rob Martin with First Virginia Bank Trust and Asset
Managenent Services. As |'msure everyone is aware, First
Virgi ni a Bank becane the escrow agent upon the nerger and its
acquisition of Premer Trust Conpany and that was actually
official on that...on the trust side of it at the end of '97.
So, it’s been going on six months now and, you know, I'm
happy to report that the acquisition nerger has gone very
well as far as fromour trust clients point of view. Both
Rob and I were with Prem er before and famliar with this
account and both of us are continuing in that sane capacity.
Actual ly, maybe even better, Rob noved to our Bristol area
trust departnment and is directly handling the day to day
adm ni stration of the escrow account and | relocated to
Roanoke where I'mthe regional portfolio manager and handl e
i nvestnment duties in both offices in the region. So,
t hi nk, you know, fromthat perspective, there is continuity

and |'mreally happy to report that for this account.

Taking a look at the first report, which is the
standard summary that we've been supplying, showing the flow
and the in-flows and i ncone receipts and di sbursenents and so

forth. W had, obviously, in '"97 for the first tine, a ngjor
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di stribution and actually we had, and there may be still in
the works, I'mnot sure, but I think we are anticipating even
nore than that, but still wth the in-flows, you know, the
escrow account is at the end of May very close to three
mllion eight hundred thousand (3,800,000). | don't think
there's anything really unusual. You can see in the year

'97, as far as the royalty receipts, we're sonewhat under the
year '96. Everything else, | think, is fairly consistent.
The reports have continued to (inaudible) in the sanme fashion
we were doing before with the overall account statenent, |
think on a nonthly basis, and a sem -annual report or break
down by unit nunber and the other...the other report, you
know, which we can |ook at is actually dated as of yesterday
with values as of June 12th, last Friday. So, the total is a
little higher. It won't nmatch up with the first report
because it is not as of May 31st. This is nbre up to date
and we basically just wanted to show you the current
breakdown. We...we have had probably over the past six (6)
mont hs a couple of maturities and have not actually
reinvested in treasuries and | think that the two main
reasons for that is we have been anticipating...or | had and
maybe now. .. maybe there aren't any, you know, near term

outflows, but we felt there nay be. But al so, one of the
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nore inportant things..one of the advantages we were able to
have upon our being with First Virginiais First Virginia
has...the first investnment you see there, the short term
investnment pool. |It's a noney market fund managed internally
for our trust custoners. [It's...you know, it's not a deposit
product, but invested in treasury bills and treasury group
pur chase agreenents and, you know, a very, very conservative
fund. But it is not an outside fund, so there are no

managenent fees and the current yield showing 5.5 has been

that pretty consistently for the past six nonths. It does
i ke any noney market fund, it changes rate daily, but it has
been in that range of say 5.35 to 5.6 over the past siXx

months. Wth that being the case, and the recent decline in
interest rates or strength in the bond market, you know, that
rate is higher than even a five year treasury note. So, you
know, we haven't been, you know, extrenely notivated because
we...we certainly don't want to go out...l don't think we've
actually gone out any further than four or five...four years
probably in the past...sone four or five years in that range.
So...and even as of yesterday, this is just amazing, the

treasury...long termtreasury as a guide, this is what, you
know, a |lot of people |look at just to see what...what's

happening with rates. It wasn't that |ong ago, naybe | ess
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two nonths ago, the long...the thirty (30) year treasury bond
was at about six percent. Yesterday it was about 5.65
percent and there are...as a matter of fact, that was the day
before. As a matter of fact, | think it closed below and it
was 5.59. There are forecasts | heard a couple a weeks ago
that now |l ook...l thought at the tine it sounded sort of
crazy, but people saying it had gone down to 5 % or even 5.
So, there is, you know, fromthe point of viewthat we have
from you know, from an investnent point of view, bonds or
the fixed incone side are fairly attractive right now and
because of the stability or the fact that we don't see a
strong possibility for rates really, you know, skyrocketing
certainly, or going up very much. Now, it’s true that the
Fed right now, as far as what it is doing, probably has a

bi ase toward raising rates or tightening, you know, to sl ow
the inflation. But because of the Asian flu, as they cal

it, that really is slow ng down our donestic corporations
export business. That really is slow ng down things. So,

for the tinme being, rates are down if, you know, if Asia gets
well, so to speak, and things pick up, I think we could see a
tightening, but still long term there's just nothing out
there to suggest that, you know, we're going see any big

increase in rates. So, you know, we're watching that.
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| think at one tinme, we tal ked about, you know,
havi ng. .. maybe back when the...when the account was two
mllion (2,000,000) or two and half mllion (2,500,00) that,
you know, we'd have up to a mllion or so in bonds, or
roughly fifty (50) percent. Even at the size now or even
larger, | still think that fifty (50) percent is probably a
good target. You know, we're well under that at this point,
but again as long as, you know, we're...if you | ook at the
very...the second page, the very far colum shows the totals
and the average yield is 5.6 percent, which for a, you know,
a very conservative short termportfolio, you know, | think
that we're in pretty good shape there. So, again, probably
the only thing we would do is if, you know, if an opportunity
presents itself, is buy sone three (3) or four (4) year
treasury notes, but certainly not any nore than what woul d
represent fifty (50) percent of the nonies. | don't know at
this point if | have any nore to add. 1|'ll be glad to answer
any questions if there are any on any of the reports or any
thing that we haven't said.

SANDRA RIGGS: Wth respect to your anticipation of

w thdraws fromthe escrow account, those are still pending
and there's about, what, fifteen (15) applications pending---

BENNY WAMPLER: Ri ght.
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SANDRA RI GGS: ---accounting and determ nati on of

how much noney wll flow out of those accounts and | really
don't have a feel for what the total of those applications
will be. 1 don't know maybe, Les, do you...do you have any
feel for that?

LESLI E K. ARRI NGTON: No, | sure don't.

SANDRA RI GGS: But those are still pending and

probably will disburse in their large units. They're the
seal gob units in some of the units that have them

BILL KING Ckay. So---.

SANDRA RI GGS: Substantial deposits in them

BILL KING ---okay. So, we're...yeah...we're...we

don't know the anpunt but we're not talking---.

BENNY WAMPLER:  So, it |l ooks like you' re well

positioned right now for that.
BILL KING Yeah.
BENNY WAMPLER:  For di stri buti on.

BILL KING Yeah, okay. Very good.
CLYDE KING Wat does very |iquid nean?

BILL KING Very liquid neans either actual cash or
money market funds or anything maturing within a year.
So- - -.

BILL HARRI'S: Yeah. Just wondering about the very,
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what that neant.

BILL KING Yeah. Yeah, | don't know...| don't
know why we used that adjective in there. Liquid would
probably be fine. Yeah. Because | don't think we have any
break down of liquid and very liquid. It is just cash
equi valent, we'll say.

BENNY WAMPLER: Ckay. O her questions from nenbers

of the Board?

BILL HARRIS: Let ne ask just one real quick. This

is unrelated, but | wondered how t he bank was doing on this
year two thousand problemthat...l'mnot sure that if it

exists. They say it does.

BILL KING Oh, it very definitely does and that's
a real good question. As a matter of a fact, | just cane
from..l had a nonthly investnent commttee neeting at our
headquarters and one of things now we're doing is asking that
question on our equity managenent side, or really everything,
| guess, but |ooking at what conpanies are doing that we
i nvest in because there have been forecasts on both sides.
Sone saying, well, it will be a good thing because it wl|
force conpanies to invest in new conputer equipnent and be

nmore productive and sone saying it is going to be a ngjor
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drag to the bottomline. But it is a real problemin
that...al nost any business runs on conputers and if anyone
hasn't read up on it, the crux of the matter is, the
conputers are programmed with a two (2) digit year code date
and, you know, right after m dni ght on Decenber 31, 2000, the
conputers mght read the date as 1900 and shut down their
operations. So, there's been a |lot of programm ng and so
forth. But as to First Virginia, a conmmttee internally was
started probably a couple or three years ago. They're been
very aware of it. W're actually going to be converting, |
think it...again, part of this productivity thing. W have
been in a non-w ndows environnment and that's...that's going
to change. Part of the...so there's going to be sone good
things cone out of it. But ny understanding fromreports
I’'ve seen is that we will be, as they call, it Y2K, or year
2000, conpliant in 1999, or actually at the end of this year,
and we will be testing in 1999 and plan to be ahead of those
probl enms. But for banks and insurance conpanies, it is a
critical problem The interesting thing too, ny
understanding fromthe reading |I've done and the reports |'ve
seen, is that sone federal governnent agencies are in the
wor se shape. W heard a speaker who is a Washi ngton

econom st, and | guess political commentary type person, and,

10
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you know, he was only half kidding but said he woul d not be
flying in the first week of the year. But that agency, the
transportation and all of that, IRS...they’re just...they
have a lot to do yet. So, we're... definitely in the
econony, we could see sone problens fromit. But |I am happy
to report we're...our trust systemis...the systemwe
use...that conmpany is actively working on it and saying
they're going be ready. So, we're not there as of today, but
we're actively working on it.

CLYDE KING | think the Commonweal th i s working on

it pretty heavily.
BILL KING |'msure.

CLYDE KING | attended a neeting where they said

all the toll booths would shut down if they didn't get reset
real quick
BILL KING Yeah.

CLYDE KING It would be kind of crazy to go up

there at 11:59 and not be able to get through the toll booth.
Bl LL KING: That’s right.

CLYDE KING And I think nost of those things are

being taken care of. 1It’s a big problem.

BENNY WAMPLER. O her questions from nenbers of the

Boar d?

11
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(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

BILL KING Just ought nention the Comonweal th.. .l
al so renenbered | wanted to say, too, that we...Jack Reasor
is still with us also and...wth First Virginia and is in our
Bluefield Ofice as a regional business devel opnent and
estate planning and so forth. So, which pretty nuch
completes the crew that we have. We’re...that’s gone pretty
well. So, other than that, I don’t think I have anything
further. W certainly |ook forward to continuing to serve
the Board and | know the...| believe the contract is up
fairly soon and we’ll be working on that, and like I said, we
plan on, at the Board’s wishes, but you know, continui ng and
everything seens to be going a long pretty well. So---.

BENNY WAMPLER: We t hank you very nuch for a very

good report this norning.
BI LL KING: Thank you. We’re certainly---.

BENNY WAMPLER: Thank you for your tine. Appreciate

it.
BILL KING ---glad to be here.

BENNY WAMPLER: The next item on the Board’s agenda,

the Gas and G| Board had schedul ed an appeal filed by M.
Jessie Christian that was docket nunber VGOB-98-04/21-0647

12
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and M. Christian has asked, and been granted, a continuance
on that.

The third itemon the agenda, the petition from
Buchanan Production Conpany for pooling of coal bed net hane
unit identified as T-7, docket number VGOB-98/06/16-0668 has
been w t hdrawn.

That takes us to the fourth itemon the agenda.
The Gas and Q| Board will consider a petition from
Pocahontas Gas Partnership for pooling of a coal bed net hane
unit identified as 0-37, docket nunber VGOB-98/06/ 16-0669.
We’d ask the parties that wish to address the Board in this
matter to conme forward at this tinme and identify yoursel ves
pl ease.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of the applicant, Pocahontas Gas Part nershi p.

BENNY WAMPLER: Are there any others? The record

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

MARK SWARTZ: Could | have M. Arrington sworn?

(The witness is duly sworn.)

13
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LESLI E

K. ARRI NGTON

havi ng been duly sworn, was

foll ows:

exam ned and testified as

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You want to state your nanme for the record?
A Leslie K Arrington.

Q Who do you work for?

A Consol .

Q And what’s your title there?

A Rent speciali st.

Q Did you prepare both the notice of hearing

and the application for this pooling today?

A Yes, | did.

Q And you signed both of thenf

A Yes, | did.

Q And did you also either prepare or supervise

the preparation of the Exhibits?

A Yes, | did.
Q Who is the
A Pocahont as
Q And is the

sonebody el se be desi gnated

appl i cant?
Gas Part nershi p.
appl i cant requesting that

t he operator?

14
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A No, they are not.
So, they are requesting that PGP be the
oper ator?
A That’s correct.
Q Ckay. Pocahontas Gas Partnership is a

Virginia Partnership?

A Yes.

Q Who are the partners?

A Consol i dation Coal Conpany and Conoco I nc.

Q And i s Pocahontas Gas Partnership registered

to do business in the Commopnweal t h?

A Yes, it is.

Q And has it registered with the DMVE and does
it have a bl anket bond on file?

A Yes, it does.

Q The...did you nail the notice of hearing and
the application?

A Yes, we did on...it was mailed by certified
mail, return receipt requested, on May 15, 1998.

Q And you filed today with the Board copi es of
the recei pts and a spread sheet that shows the status of that
mai | i ng, correct?

A Yes...yes, we did and that was previously

15
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supplied to the Gas and G| office.

Q
A

Q

To M. Fulnmer as well?
Yes, it was.

Was this...was anything published with

regard to today’s hearing?

A

Yes, the notice was published in the

Bluefield Daily Tel egraph on May 20, 1998.

Q

And have you filed previously with M.

Fulmer’s office and then provided the Board today wth copies

of that publication and a proof of publication?

A
Q

unit?

> O >

Q

Yes, we did.

This is a...an application to pool a frac

Yes, it is.
Under Gakwood | ?
Yes, it is.

So, we’re talking about an eighty (80)

acre

unit and we’re talking about pooling of the coalbed methane

gas and associated strata fromthe Tiller down?

A

Q
A.
Q

That’s correct.
Is there a plat in the application?
Yes, it is.

And it’s Exhibit A?

16
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A
Q
A
Q

I'm not mistaken?
A
Q
nunber as 35487
A
Q
A
Q
cost of drilling
A

not been conplete

Q

Yes.

And it shows one wel | ?

That’s correct.

And t hat wel |

Correct...that’s correct.

has al ready been permtted, if

And in your application you give the permt

That’s correct, it is.

Has the well been drill ed?

Yes, it has.

s the well estimate then in reality the
the wel | ?

The cost of drilling the well.

d.

Ckay.

The well has

So, the two forty-eight (248)

i ncl udes sone costs that have been actually spent and sone

that are antici pated?

A.
Q

that’s anticipate

A
Q

That’s correct.

And essentially,

az
Correct.
VWhat is the anpbunt of the total

17
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drill, frac and conplete this well?

A

Two hundred and forty-ei ght thousand seven

hundred sixty-two dollars and fifty-seven cents

($248, 762. 57).

t wo.

Q

> O > O >

Q

applicant’s interest,

A
Q

Ckay.

To the total depth of 2178 feet.

And did you prepare this estimte?
Yes, | did.

And when did you do that?

Not sure of the date...Muy 14, 1998.

The status of your interest or the

Yes.

if you could turn to Exhibit A, page

Could you tell the Board what coal interest

you have either...the applicant either owns, |lease it or

| eases?

per cent

A

Yes. W have an interest in 99.40832

in the coal, oil and gas. And we seek to poo

0.59168 percent of the coal, oil and gas.

and four

Q

Okay. And that’s stated in items three

(4) of the Exhibit?

A

That’s correct.

18
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Q So, you’re basically pooling roughly six

tenths of a percent?

A Correct.
Q I f you would turn for a nonent to Exhi bit
B3.
Uh- huh.
That lists the folks that you’re seeking to
pool ?
A Correct, it is.
Q And it identifies the acreage within the

eighty (80) acre unit and it identifies their interest in the

unit?

That’s correct, it does.

Have you, in fact, obtained | eases from nost
of the P. J. Brown heirs?

A Yes, we have.

Q And this is just a small portion of the
heirs that you have not been able to | ease fronf

A Correct.

Q Wth regard to | ease terns, what are the
| ease terns that you have offered to the other heirs and
Ot her folks that you’ve leased in this unit?

A It’s general terms for coalbed methane lease

19
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is one-eighth royalty, dollar per acre with a five year term

Q And that rental would be payabl e unit
production?

A Yes, it is.

Q Before we nove off of Exhibit B3, the colum
interest in unit would be what the folks you’re seeking to
pool would use to calculate their participation costs?

A That’s correct, 1t would be.

Q Their carried multiplier and/or their
royalty interest?

A Correct.

Q Now, the P.J. Brown heirs are essentially

fee mneral owners, neaning coal, oil and gas?

A That’s correct, they are.

Q So, there is no need to escrow these---?

A That’s correct.

Q ---these interests? But you have submtted

an Exhi bit E because other folks in the unit who you have

agreenents from their interests are going to require sone

escrow?

A Yes, they are.

Q And to the extent that you are aware of the
need for escrow, you have set forth an Exhibit E...the fol ks

20
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or the portions of the royalty that would need to be escrowed

with the Board’s escrow agent?

A That’s correct, we did.

Q Again, with reference to the plat map, since
this is a frac unit, there is...it’s subject to a 300 foot
drilling window, correct?

A That’s correct.

Q And is this well that’s been drilled, within
t he w ndow?

A Yes, it is.

Q So, it would not require sone exception from

Mr. Fulmer’s office?

A Correct.

Q My | ast question is whether or not you have
an opinion that this proposed plan of devel opnent as is
di scl osed by your application and exhibits is a reasonabl e
plan to renove the nethane from..from underneath and within

this unit and produce it in such a way that it can be sol d?

A Yes, it is.
Q And is it a...is it a reasonabl e nethod
whereby all owners in the eighty (80) acre unit wll receive

their fair share of the royalty?

A. Yes, it is.

21
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Boar d?

gent | enen.

coul d you

C ybor ne,

Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

MASON BRENT: | have just one question of this

On your...on your plats, could you show the..
show wi ndow boundari es on there?
LESLI E K. ARRI NGTON: Ckay.
(Leslie K. Arrington shows Mason Brent.)
MASON BRENT: Thank you.
BENNY WAMPLER: O her questions and comrents.
TOM FULMER. M. Chairman, can | just ask a---.7?
BENNY WAMPLER:  Yes, M. Ful ner.
TOM FULMER: ---informative question? Wat does

| nc. ?

or

LESLI E K. ARRI NGTON: Well, he’s...it’s Ron Clyborne

and it’s just a...his corporate name, I guess, you would say.

CLYDE KING M. ---.

BENNY WAMPLER: M. Ki ng.

CLYDE KING All of those in Exhibit E, are they

going to be pool ed?

Exhibit E

LESLIE K. ARRINGTON: No, sir. W have all those in

are | eased parties.

CLYDE KING Already...already |eased?

22
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LESLI E K. ARRI NGTON: They’re already leased.

MARK SWARTZ: Well, you know, the |lease allows us to

voluntarily pool their interest. So, the answer is yes, but

we don’t need you to do it.

CLYDE KING OCh. kay.

MARK SWARTZ: No off ense.

BENNY WAMPLER: You represented that they require

escrow ng?

MARK SWARTZ: But they do require escrow, yes.

BENNY WAMPLER: Ri ght. O her questions from nenbers

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

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No, I don’t.

MASON BRENT: M. Chairman, | nove that we grant the

appl i cation.
MAX LEWS: | second it.

BENNY WAMPLER: Moti on and second. Any further

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

BENNY WAMPLER: All in favor signify by saying yes?

(Al nmenbers signify yes.)
BENNY WAMPLER. Qpposed, say no.
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(No audi bl e response.)

BENNY WAMPLER: Your notion is granted.

MARK SWARTZ: Thank you very much.

BENNY WAMPLER: Thank you. Next item on the agenda,

the Board will consider a petition from Equitable Resources
Energy Conpany for pooling of a coal bed nethane gas unit
identified as VG 3169, docket nunber VGOB-98/ 06/ 16-0670.
We’d ask the parties that wish to address the Board in this
matter to cone forward at this tinme, please.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behalf of Equitable Resources Energy Conpany.
Qur witnesses today in both our force pooling applications
will be M. Dennis Baker and M. Mke Stanper. | ask that
they be sworn at this tine.

(The witnesses are duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

DENNI S R. BAKER

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

DI RECT EXAM NATI ON
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QUESTI ONS BY MR KI SER

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

A My nane is Dennis R Baker. |'menployed by
Equi t abl e Resources Energy Conpany as Seni or Landman.

Q And do your responsibilities include the
land involved in the drilling unit here and in the
surroundi ng area?

A Yes, it does.

Q Are you famliar with Equitable's
application for pooling order for Equitable well nunber VC
3169, which was dated March 18th, 1998?

A Yes, | am

Q And is Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
of the application?

A Yes.

Q And does the location proposed for well
nunber VG 3169 fall within the Board’s order for the Nora
Coal bed Gas Fi el d?

A Yes, it does.

Q Now, prior to filing this application, were

efforts nmade to contact each of the respondents listed in
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Exhibit B in an attenpt nmade to work out a voluntary | ease

agr eenent ?

Yes.
Does Equitable own drilling rights in the
unit?
A Yes, we do.
Q What is the interest of Equitable in the gas

estate within the unit?

A The interest | eased is 83.94 percent.

Q Ckay. And what is the interest of Equitable
in the coal estate within the unit?

A The interest |l eased to Equitable in the coal

estate is 100 percent.

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

A Yes, they are.

Q And subsequent to the filing of the

application, have you continued to attenpt to reach a
voluntary | ease agreenent with the unl eased respondents
| eased in Exhibit B?

A Yes, we have.

Q And as a result of these efforts, have you

been abl e obtain any additional |eases?
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A No.

Q Ckay. So, at this tine, what is the
interest in the gas estate that remains unleased that we are
seeking to force pool ?

A 16. 06 percent of the gas estate unl eased.

Q Ckay. M. Baker, were efforts nmade to
determine if the individual respondents were |iving or
deceased, or their whereabouts, and if deceased, were efforts
made to determ ne the nanmes and addresses and whereabouts of

t he successors to any deceased indivi dual respondent?

A Yes.

Q Ckay. Do we have any unknown heirs in this
unit?

A No, we do not.

Q I n your professional opinion, was due

diligence exercised to | ocate each of the respondents?

A Yes.

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

A Yes, it is.

Q Are you requesting this Board to force poo

all unleased interests listed in Exhibit B?
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A Yes, we are.
Q And are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes, | am

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

A Yes, a five dollar ($5) per acre

consideration, for a five year term one-eighth of eight-
eighth royalty.

Q Did you gain this famliarity by acquiring
oil and gas | eases, coal bed nethane | eases and ot her
agreenents involving the transfer of drilling rights in the
unit involved here and in the surrounding area?

A Yes.

Q I n your professional opinion, do the terns
you have testified to represent the fair market val ue of and
the fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A Yes.

Q Ckay, as to the respondents in Exhibit B who
have not voluntarily agreed to | ease, do you reconmend t hat

they be allowed the follow ng options with respect to their
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ownership interest within the unit, one, participation; two,
a cash bonus of five dollars ($5) per net mineral acre plus a
one-eighth of eight-eights royalty; three, in lieu of the
cash bonus and one-ei ghth of eight-eighths royalty share in
the operation of the well on a carried bases as a carried
operator on the followi ng conditions: Such carried operator
shoul d be entitled to the share of production fromthe tracts
pool ed accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents

t hereof or agreenents relating thereto of such tracts, but
only after the proceeds applicable to his share equal - (A,
300 percent of the share of such costs applicable to the
interest of the carried operator of a |l eased tract or portion
thereof; or (B), 200 percent of the share of such costs
applicable to the interest of the carried operator of an

unl eased tract or portion thereof?

A Yes, that’s correct.

Q Do you recommend that all el ections by
respondents be in witing and sent to the applicant at
Equi t abl e Resources Energy Conpany, Eastern Region, P. O Box
1983, Kingsport, Tennessee 37662, attention Dennis R Baker,
Regul at ory?

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

A Yes, it is.

Q Do you recommend that the order provide that
if nowitten elections is properly made by a respondent,

t hen such respondent shall be deened to have elected to cash
royalty option in lieu of participation?

A Yes.

Q Shoul d t he unl eased respondents be given
thirty days fromthe date of the recording of the Board order
to file witten el ections?

A Yes.

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

A Yes.

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

A Yes.

Q Shoul d the applicant be allowed a hundred
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and twenty (120) days followi ng the recording of the Board
order, and thereafter annually on that date, until production
is achieved to pay or tender any cash bonus becom ng due
under the order?

A That’s correct.

Q Do you recommend that the order provide that
if a respondent elects to participate, but fails to pay their
proportionate share of well costs satisfactory to the
applicant for paynent of such costs, the respondent's
el ection to participant should be treated as havi ng been

w t hdrawn and void and such respondent should be treated just

as if no election...initial election had been filed under the
order?

A Yes.

Q Do you recommend that the order provide that

where a respondent elects to participate, but defaults in
regard to their paynent of these well costs, any cash sum
becom ng payable to such respondent be paid within sixty (60)
days after the last date on which such respondent coul d have
been paid or nade satisfactory arrangenents for the paynent
of those well costs?

A Yes.

Q Mr. Baker, do we...we’ve got conflicting
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claimants between the oil and gas estate and the coal estate?

A Yes, we do.

Q So, the operator...we need to create an
escrow account that the operator wll pay into. Al cost or
proceeds attributable to this conflicting interest shall be
held for the respondent’s benefit until such funds can be
paid to the party by order of this Board, or until the title
defect or conflicting claimis solved to the...is resolved to
the operator’s satisfaction?

A Yes.

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

A Equi t abl e Resources Energy Conpany.

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

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

M CHAEL E. STAMPER

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

foll ows:
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QUESTI ONS BY MR KI SER

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

A My nane is Mchael E. Stanper. |'m enpl oyed
by Equitable Resources Energy Company and I’'m a Senior
Geol ogi st .

Q And Mr. Stamper, I'm sure the Board knows
that you’re taking Mr....our regular witness Mr. Dahlin’s
pl ace today. He is on vacation at a famly reunion, but you
have previously testified before the Board and your
qualifications as an expert witness in the areas of
operations and production were accepted by the Board at the
March docket, is that correct?

A Yes, it was.

JIM KI SER: Mr. Chairman, I’d move that Mr. Stamper
be accepted as an expert witness in those areas.

BENNY WAMPLER Ckay. You may conti nue.

Q And do your responsibilities include the
| ands i nvol ved here and in the surroundi ng area?
A Yes, they do.
Q Are you famliar with the proposed
expl oration and devel opnent of the unit involved here under

t he proposed plan of devel opnent ?
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A Yes, it does.

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

A Vell will be drilled to the depth of two
t housand ei ght hundred twenty-eight (2,828), feet and this is
to include formations consistent with the well work permt

now pendi ng before the DMVE.

Q And what are the estinated reserves of the
unit?

A Four hundred and eighty-six million (486,000,000) cubic feet.

Q. And are you familiar with the well costs for the well under the

applicant’s plan of development?

A. Yes, | am.

Q. Was a AFE been reviewed, signed and submitted to the Board
with the application?

A. Yes, it was.

Q. Was this AFE prepared by an engineering department
knowledgeable in the preparation of AFEs and knowledgeable in regard to well costs in this
particular area?

A. Yes, it was.

Q. In your professional opinion, does this AFE represent a reasonable
estimate of the well costs for the proposed well under the plan of development?

A. Yes, it does.
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Q. At thistime, could you set out for the Board both the dry hole
costs and completed well costs for VC-31697?

A. The dry hole costs we put forth at eighty-nine thousand three
hundred sixty-eight ($89,368). The completed well cost will one hundred and ninety-one
thousand one hundred dollars ($191,100).

Q. Do these costs anticipate a multiple completion?
A. Yes, it does.
Q. And Mr. Stamper, in your professional opinion, will the granting

of this application be in the best interest of conservation, the prevention of waste and the
protection of correlative rights?
A. Yes, it does.

JM KISER: Nothing further of thiswitness at this time, Mr. Chairman.

BENNY WAMPLER: Any questions from members of the Board?

MASON BRENT: Did you say your application for thiswell is pending? Is

that what you said?
JM KISER: Permit application.
MICHAEL E. STAMPER: Permit application.

MASON BRENT: Permit application.

MICHAEL E. STAMPER: Yes.

CLYDE KING: | have a question.

BENNY WAMPLER: Mr. King.

CLYDE KING: A hundred and...thisis a hundred and thirty-three million

and seven fifty-three (133,753,000) drilling cost. Isthisadifferent type of drilling
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that...that Pocahontas...the folks just before you do? Isit alittle different type drilling? |
notice theirs was two eighty...two forty something.
JM KISER: | think theirs was two forty some, ours is one ninety-one.

MICHAEL E. STAMPER: One ninety-one.

JM KISER: One hundred.

CLYDE KING: Basically the same, but different types of strata.

JM KISER: Well, | think their well was a frac well, which would be
congruent to thiswell. So, | know we have some sometimes run that high.

MICHAEL E. STAMPER: Y eah, without...without comparing the AFES,

we wouldn’t know where the additional costs come in. Depth...depth has a lot to do with
them and different types of operations.

BILL HARRIS: If | might continue that same question. Do you all contract

with the same folks? I mean, we’ve never explored that. So, I don’t---.
JM KISER: I don’t think so.

BILL HARRIS: | was just wondering...to do the drilling or to---.

MICHAEL E. STAMPER: I don’t know. I don’t know who they use.

TOM FULMER: They use different ones.

(Inaudible conversation between Mr. Fuller and Mr. Harris.)

BILL HARRIS: So, this isn’t...I didn’t let you finish your question.

CLYDE KING: That’s fine. No.

BILL HARRIS: This is not unusual, I guess. I don’t know who I’m asking.

Would it be that---?

CLYDE KING: | thought it was quite a bit of difference in the two.
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TOM FULMER: Not with a frac well. They don’t drill gob wells. They drill

frac wells...ERECs does. Consol drills gob wells and frac wells. They have a difference in
those two wells as far as costs are.

CLYDE KING: For...just for my dumb information. What’s the difference?

TOM FULMER: In the gob well?

CLYDE KI NG Uh- huh.

TOM FULMER: Usually the gob well is...the gob is

not stimulated. So, you don’t have the stimulation cost. It
has a little bit different casing program Gob wells, as we
say, are usually short |ived and many nore of them

CLYDE KING d d abandoned m nes.

TOM FULMER: See, they don’t drill...Equitable does

not drill based upon mining plans and that’s where your gob
wel | cones in.

CLYDE KI NG And Consol does?

TOM FULMER: Consol does, yes.

CLYDE KING But fracing is when they go down

and- - -.

SANDRA RI GGS: | n advance of m ning?

M CHAEL E. STAMPER: Yes.

CLYDE KING Wat we tal ked about when we were up

there at that tinme?

TOM FULMER: Yeabh.
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CLYDE KI NG Thanks for the information. I’ve often

wonder ed about that.

BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: Do you have anything further?

JIM KI SER: Mr. Chairman, we’d ask that the
application be approved as submtted.

CLYDE KING | so nmobve, M. Chairnman.

MASON BRENT: Second.

BENNY WAMPLER: Motion and second. Any further

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

BENNY WAMPLER: All in favor signify by saying yes.

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

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. The

next itemon the agenda is a petition from Equitable

Resour ces Energy Conpany for pooling of a conventional gas
unit identified as V-3833. This is docket nunber VGOB-

98/ 06/ 16-0671. We’d ask the parties that wish to address the

Board in this matter to cone forward at this tine, please.
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JIMKISER JimKiser, M. Chairmn and nenbers of
t he Board once again on behal f of Equitable Resources Energy
Conpany. Qur witnesses again will be M. Baker and M.
St anper .

BENNY WAMPLER: I f you will just identify yourself

for the Board.

MLTON SOMRDS: I’'m Milton Sowards. I'm a land

owner .

BENNY WAMPLER: The Board has a letter from M.

Sowards in the application. You’ll note that an objection to
the permt.

(The Board gives a copy of the letter to Jim
Ki ser.)

BENNY WAMPLER: Mr. Sowards, the way we’ll do this

is, we wll ask themto go ahead and put on their application
and then you’ll have an opportunity to ask questions, as well
as the Board.

M LTON SOMRDS: Okay. When I wrote that, I didn’t

know all the rules.

BENNY WAMPLER: | under st and.

M LTON SOMRDS: | was getting all of this stuff in

the mail and didn’t know what was going on. So---.

BENNY WAMPLER: That’s fine. That’s what this is
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about, to try to sort all of this out. W want to try to
make sure you get your questions answered while we’re here

t oday.

DENNI S R. BAKER

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Baker, if you would again please state
your nane for the record and who you are enpl oyed by and in

what capacity?

A Dennis R Baker. |'m enployed by Equitable

Resour ces Energy Conpany as Seni or Landnman.

Q And are you familiar with Equitable’s
application for the establishnent of a drilling unit in
seeking a pooling order for Equitable well nunber V-3833,
dated May 14, 19987

A Yes, | am

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

A Yes, we do.

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

unl eased respondents listed in Exhibit B?

A Yes.

Q And what is the interest of Equitable within
the unit?

A The interest |eased is 59.25 percent.

Q And are you famliar with the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A Yes, | am

Q And what is the percent at this tinme renains
unl eased?

A The unl eased portion of the unit 40.75
per cent .

Q Now, subsequent to the filing of your

application, have you continued to attenpt to reach an
agreenent with the unl eased respondents listed in Exhibit B?
A Yes.
Q Coul d you sort of el aborate on where we are
on those efforts with sonme of these individuals for the
Boar d?

A Sonme of the individuals...currently we...as
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of about 7:30 yesterday evening, one of the unleased
respondents has signed a voluntary lease. It is not shown to
be a leased interest today because I haven’t saw

anyt hing.. .any paperwork. I haven’t saw...we haven’t got a

| ease nunber or anything assigned to it. It was just signed
last night. That’s the interest that’s shown on Exhibit B,
identified as Tract Nunmber Ten, Roy Bolling. He and his wife
have signed an oil and gas | ease. Another neeting is taking
pl ace today probably around 11:00 or 12:00 tinme frame for
Tract Nunber N ne, Teddy Wayne Bolling. And hopefully, after
the hearing today, we will be neeting with M. Soward to

di scuss any concerns or answer any questions that he m ght
have.

Q So, your efforts will continue to...wl]l
continue towards negotiating a voluntary lease with all the
unl eased interest listed in Exhibit B?

A Yes.

BENNY WAMPLER: If | may interrupt you...just

interject that the Board also has a...we have a letter from
M. Patrick Cine, with Cine, Atkins & Cine representing
Teddy Wayne Bol ling and Eli zabeth Bolling and said they

woul d...the letter basically says they would |ike to preserve

their right to note an objection to the requested relief.
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The record will show that they are not here, but we did
recei ve---.
JIMKISER: | did receive that one.

BENNY WAMPLER: You have a copy of that letter

They said the | andowners object to the pooling of the rights
and any ot her action which nmay operate to prejudice their
property rights. You say you do have a neeting with them

after the...today’s meeting or with the---.

DENNI S R BAKER: Yes. CQur field agency---.

BENNY WAMPLER:  ---1 think you said Teddy Wayne

Bolling. Was that also Elizabeth Bolling, as far you know?
DENNI S R BAKER Yes.

BENNY WAMPLER: You may proceed.

Q So, M. Baker, all the unleased parties are

set out in Exhibit B?
Yes, they are.

Q And were efforts made to determine if the
i ndi vi dual respondents were |iving or deceased or their
wher eabouts, and if deceased, were efforts nmade to determ ne
t he nanes and addresses and whereabouts of the successors to
any deceased i ndividual respondents?

A Yes, it was.

Q Were reasonable and diligent efforts nmade
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and sources checked to identify and | ocate unknown heirs,
whi ch we do have in this case on Tract Thirteen, | believe it
is...Tract Fourteen, and including primry sources such as
deed records, probate records, assessor’s records,
treasurer’s records and secondary sources such telephone
directories, city directories, famly and friends?

A Yes.

Q So, in your professional opinion, was due

diligence exercised to | ocate each of the respondents naned

herei n?

A Yes, it was.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses for the...al

respondent s?
A Yes.
Q And are you requesting this Board to force

pool all unleased interest listed in Exhibit B?

A Yes, we are.

Q And are you famliar with the fair market
value of drilling rights in the unit involved here and in the
surroundi ng area?

A. Yes, | am

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

A A five dollar ($5) per acre consideration, a
five (5) year term one-eighth of eight-eighths royalty.

Q Did you gain this famliarity by acquiring
oil and gas | eases and ot her agreenents involving the
transfer of drilling rights in the unit here and in the
surroundi ng area?

A Yes, | did.

Q And in your professional opinion, do the
ternms you' ve testified to represent the fair market val ue of
and the fair and reasonabl e conpensation to be paid for
drilling rights wiwthin the unit?

A Yes.

JIMKISER Now, at this tinme, M. Chairnman,
normal ly I would ask that the testinony regarding the
el ection be...fromthe previous hearing be incorporated and |
think M. Baker has told ne that M. Sowards spent sone tine
in Equitable’s Big Stone Gap office yesterday talking with
M. Don Hall about the different options that woul d be
afforded to you regarding the...any force pooling order. Do
you want ne to go back through those or do you fee
confortable wth then

M LTON SOMRDS: Well, | have sone questions, but
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I'm not sure...I don’t know which...whether to ask you or the
Board. 1I’d like to ask both, if I may.

BENNY WAMPLER: Well, we will continue this and

al l ow you- - -.
JIMKI SER Ckay. And then he can ask any questions
and we can el aborate at that tine.

BENNY WAMPLER:  ---right, we will allow you to

i ncorporate that previous testinony.

JIM KI SER Ckay. Thank you.

Q M. Baker, we do have a situation here where
we’ve got some unknown, unlocateable parties. Therefore, do
we need to create an escrow account for these respondent’s
benefit until the noney can be paid to the party or until
they can be located so that this defect if cured to the
operator and Board’s satisfaction?

A Yes.

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

A Equi t abl e Resources Energy Conpany.

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

BENNY WAMPLER: Questions from nenbers of the Board

of this witness?
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SANDRA RI GGS: There was a question with respect to

Tract Six. You are show ng a...one unknown and unl ocat eabl e
and then a widow and their interest appears to be the sane.
s that the sane interest or do they each hold an 11.59
percent ?

DENNI S R BAKER: They each hold the sane interest.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

M CHAEL E. STAMPER

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

QUESTI ONS BY MR KI SER

Q M. Stanper, could you again state your nane
for the Board, who you’re employed by and in what capacity?
A My name is Michael E. Stamper. And I'm
enpl oyed by Equitabl e Resources Energy Conpany as a Seni or
CGeol ogi st .
Q And your qualifications as an expert wtness
in the areas of operations and producti ons have been
previ ously accepted by the Board?

A Yes, they have.
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Q And do your responsibilities include in the
| and i nvol ved here and in the surroundi ng area?

A Yes, it does.

Q And are you famliar with the proposed plan
of exploration and devel opnent for the unit V-2833?

A Yes, | am

Q And what is the total depth of the wel
under the applicant’s plan of development?

A The well is proposed to be drilled to a
depth of five thousand four and fifty (5,450) feet and this
will include the formati ons consistent with the well work
permt.

Q And this will be sufficient to penetrate and
test the conmmon sources as supplied in the subject
formati ons?

A Yes.

Q And is the applicant requesting the force
pooling of a conventional gas reserves, not only to include
any designated formations, but any other formations excl uding
coal formations which nay be between those fornations
designated fromthe surface to the total depth drilled?

Yes.

Q What are the estimated reserves of this
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unit?

A Five hundred and fifty mllion (550, 000, 000)
cubic feet.

Q And are you famliar with the well costs for
t he proposed well under the plan of devel opnent?

A Yes, | am

Q Has an AFE been revi ewed, signed and
submtted to the Board?

A Yes, it has.

Q Was this AFE prepared by an engi neeri ng
depart nent knowl edgeable in the preparation of the AFE s and
know edgeable in regard to well costs in this area?

A Yes, it was.

Q And in your professional opinion, does this
AFE represent a reasonable estimte of the well costs for the

proposed well under the applicant’s plan of development?

A Yes, it does.

Q At this tinme could you set out for the Board
both the dry hole costs and conpleted well costs associ at ed
w th V-3833?

A The dry hole cost is one hundred forty-seven
five hundred dollars ($147,500). The conpleted well cost is

two hundred and seventy-one thousand one hundred fifty
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dol l ars ($271, 150).

Q And do these costs anticipate a multiple
conpl eti on?

A Yes, they do.

Q And does this AFE include a reasonabl e
charge for supervision?

Yes, it does.

Q And M. Stanper, in your professiona
opinion, will the granting of this application be in the best
i nterest of conservation, the prevention of waste and the
protection of correlative rights?

A Yes, it does.

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

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: M. Sowar ds?

M LTON SOMRDS: Basically, | have sone questions.
They are going to be...if | read that nmap correctly, they are

going to be very close to my land and I'm...I believe, number
Fi ve.

JI'M KI SER: That’s correct.
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M LTON SOMRDS: And there is a pond on...well, |

guess, | should back up. Do you need water to drill a well?
Are you going to be using ny pond, which will be very close
to where that well is?

BENNY WAMPLER: We are going to ask themto answer

your questions on those types of questions. Okay? Now, is
the location of the well itself on his...on his property?
JI M KI SER° No.
DENNIS R BAKER: No, it is not.

BENNY WAMPLER. So, you are aware of that?

M LTON SOMRDS: Yes.

BENNY WAMPLER: Now, do you have any plans to

utilize water fromhis pond in the course of drilling of this
well or conpleting this well?

DENNI S R BAKER: I believe the water source...I'm

not familiar with the application that’s on...that is on file
as to what...where they got the water that they were going to
use for the drilling. It should be in the application that’s
on file with Mr. Fulmer’s office.

M LTON SOMRDS: There’s not a whole lot of water on

the land. They...when they stripped it, they put the pond
there to catch runoff, | guess. | was just curious since it

was so close. Since it is a sedinent pond, if they were
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going to use it.

BENNY WAMPLER: |Is that...and that pond is on your

land...that’s your property?

MLTON SOMRDS: It is on ny land, but it is going

to be very close to where they’re drilling.

BENNY WAMPLER: Do you have any objection to them

using that water if, in fact, it is in the application?

M LTON SOMRD: | would be willing to discuss it

with them You know, if they are going to cone on ny |and, |
woul d i ke to---.

JIMKISER | do know that would be the only reason
they would...there are no...at this point, any plans of

surface operations on your property by way of access road

or...
MASON BRENT: Wiere is the access road?
JIMKISER: It is coming from the east, isn’t 1it?
DENNIS R BAKER | think it is comng fromthe
east .

JIMKISER | think all surface operations at this
time are on Tract Nunber One.

M LTON SOMRDS: The...|l guess, yeah. One question

here is, where are you going to get the water fron? Are you

going to truck it in or do you drill the well for the water?
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TOM FULMER: No. Probably truck it in. On the top

of the nountain, there is no (inaudible.)

BENNY WAMPLER: Has that application for the well

been approved, Tonf

TOM FULMER: I don’t think that one has been.

DENNIS R BAKER | believe it has been naybe signed

off on by the inspector, but I don’t believe Tom has si gned
off onit yet.

TOM FULMER: It is not familiar with...it’s

(i naudi bl e).

BENNY WAMPLER: So, Mr. Sowards, what I'm getting at

i's, you...you can check with the Gas and G| office in
Abi ngdon before you | eave today and | ook at that application
and see what the plans are for the water source for the well,
which will be in the permt application not part of the
pool i ng application.

JIM KI SER He should have a copy that.

M LTON SOMRDS: The question...can | ask questions

on...there is three options here that | can elect. If |
el ect to take option nunber three, wll | receive financia
reports fromEquitable as to their recouping their two
hundred (200) percent?

SANDRA RI GGS: What is the option nunber three, just
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so we know?
JIM KISER The carried operator.

SANDRA RI GGS: Carri ed?

DENNIS R BAKER: | believe the well is nonitored

for pay out in...I believe it can be arranged to where he got
a nonthly or sem -nonthly, or an accounting each quarter or
sonmet hi ng on how nmuch the well is earning...had been

r ecouped.

BENNY WAMPLER: | f you do that, what...do you have a

preference to nonthly statenent or anything?

M LTON SOMRDS: Well, whatever you don’t...monthly,

quarterly, whatever is convenient for themas long as |, you
know, as long as | receive sone sort of a financial
statenent. Preferably nonthly, if possible.

BENNY WAMPLER: And are you saying you wll provide

that if he becones a carried operator?

DENNI S R. BAKER Yes.

M LTON SOMRDS: | have a question here. WII |

receive...after this hearing, will | receive sonething from
you that | elect one of these three options?

BENNY WAMPLER: Yes.

JIM KISER Yes, sir.
M LTON SOMRDS: That will conme after this neeting.
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BENNY WAMPLER: That’s correct.

JIMK SER |f the Board were to grant the
application and i ssue an order, we have seven (7) days from
the date that we receive the recorded order to send you an
election letter by certified mail with a copy of the order
attached to it, which wll again set out the elections.

M LTON SOMRDS: How many days do | have to respond?

JIMK SER Well, you will have thirty (30) days
fromthe date it is recorded to respond and it wll set out
the options that are available to you again and shoul d you
have further questions on that, ny phone nunber, and | think
Equitable’s phone number, are both in the letter.

M LTON SOMRDS: The...as far as receiving a royalty

after the two hundred (200) percent, since | own 13.8 percent
of the land, will | receive 13.8 percent of the profits after
expenses.

SANDRA RIGGS: Well, if you are carried, you

wouldn’t get a royalty. You would be a working interest.

M LTON SOMNRDS: What...what does that nean?

SANDRA RI GGS: Well, the royalties of one-eighth

interest in the well, a working interest, is the bal ance of
the well, and if you either participate or are carried, you

end up having a working interest as opposed to...you are like
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a partner in the well---.

M LTON SOMRDS: Yeabh,

| under st and.

SANDRA RIGGS: ---as opposed to just receiving a

royalty, which is |ike a | ease paynent.

M LTON SOMRDS: Wl |

questi on.

SANDRA RI GGS: Carried?

M LTON SOMRDS: Yeah.

okay,

nunber three here is ny

It says on a unl eased frac,

which this is, that they would have to recoup two hundred

(200) percent of their costs.

SANDRA RI GGS: Wi ch was the AFE nunber they---.

M LTON SOMNMRDS: Then |

recei ving paynents after that.

SANDRA RI GGS:  Yeah.

woul d receive it...start

Is that correct?

M LTON SOMRDS: And what do they call those

payments, maybe I’'m---7?

SANDRA RI GGS: Working interest.

M LTON SOMRDS: Wrking interest paynents. Ckay.

SANDRA RI GGS: Working interest paynents. Yes.

M LTON SOMRDS: I'm so

rry.

SANDRA RI GGS: That’s all right.

M LTON SOMNMRDS: How nuch...since | have 13.8

percent of the affected | and, w
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the---7

JIM KISER Your net interest will be based upon
your proportionate share within the unit which is 13.65, or
what ever it is.

M LTON SOMRDS: So, whatever...yeah. kay.

JI M KI SER What you are essentially doing is,
i nstead of participating directly and having to put any
capital, is you’re, what they call, kind of riding the well
down and taking a chance that it’s going to be good enough
well that it’s going to pay out and then continue to produce,
you know, for many years beyond the two hundred (200) percent
payout .

M LTON SOMNMRDS: | believe that’s---.

BENNY WAMPLER Ckay. Very good.

BILL HARRIS: Well, that...can | ask a question

related to the---?

BENNY WVAMPLER: M. Harri s.

BILL HARRI S: We haven’t had really many, that I'm

aware of, carried people who have chosen that el ection.

SANDRA RI GGS: A couple...a couple.

BILL HARRI'S: | just wonder what the interest of

t hat has been?

SANDRA RI GGS: Two, that | know of.
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JIM KI SER: Yeah, we’ve had a few...Equitable has.

BlILL HARRI S: Has that been the choice to make? |

mean, this is just for his...his benefit.
JIMKISER It depends on, you know --.
M LTON SOMRDS: Well, I...1...it seens |ike one-

eighth of...when | went down and talked to M...Don Hall. |
asked himfor...if he could give ne an average and the...he

gave ne a average figure which seened maybe a little | ow.

I...it seems...maybe I'm wrong, but it just seemed to me that
13.8 percent after they recoup their...it wll be about a
little over a half mllion, I guess. It would be better than

one-eighth of percent. I'm---.

CLYDE KING Those figures add up, yes.

M LTON SOMRDS: And the...he gave ne a figure on

t he one-eighth percent but he didn’t give anything...you

know, it will depend on the well, on the---.
CLYDE KING | think M. Kiser could probably
answer...are these wells normally produced for a long, |ong

time? What’s the average life of those types wells?

JIM KISER: Oh, it’s probably thirty (30) years.

MR LEWS: At |east that.

MR, KI SER: Yeah. I mean, the risk that you’re
taking...some of these wells don’t ever reach two hundred
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(200) percent payout. So, that’s the roll of the dice. You
know, the one-eighth you are assured sone noney. | nean,
we’ve got---.

M LTON SOMRDS: Well, if it doesn’t reach the two

hundred (200) percent payout, then there isn’t much money
i nvol ved anyway.

JI M KI SER: No, there wouldn’t be any involved for
you.

M LTON SOMRDS: Right...you know, even if | took

the option one, if it didn’t reach the payout, I wouldn’t be
recei ving that much anyway.

SANDRA RI GGS: Ch, yeah. Wth the royalty, you

start receiving noney---.
JIMKISER | mredi atel y.
SANDRA RIGGS: ---imedi ately.

M LTON SOMRDS: Yeah, I understand. But it’s only

one-eighth of a percent. | assune---.

SANDRA RI GGS: Right. Your percent of a percent.

That’s right.

M LTON SOMRDS: ---it’s one-eighth of the 13.8

percent that [|---.

CLYDE KI NG No.

SANDRA RIGGS: No, it is 13.8 percent of the one-
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eighth. Right.
M LTON SOMRDS: OCh...oh, okay. Well, | have it

backwards. Anyway, it’s not much. That was what I was
figuring.
BENNY WAMPLER: Wel |, the bottomline is, you know,

from the Board’s standpoint, we really can’t advise you on
whi ch option to take. You have to weight all those factors
and nmake that determ nation, but we certainly hope that this
has hel ped you in being able to better eval uate what you
deci de to do.

M LTON SOMRDS: Well, |...1 appreciate it because

received these, I had no idea what was going on and I didn’t
even know there was | aws on the books to do sonething |ike
t his.

BENNY WAMPLER: Ri ght, | under st and.

M LTON SOMRDS: And that’s why | objected in the

letter---.

BENNY WAMPLER: Ckay.

M LTON SOMRDS:. ---because when they sent ne a

| ease, they stated that they had already tal ked to ne, which
they hadn’t and that...in reading this thing, I had so many
days to object and | thought | had to do that in order to be

here at this meeting. So, that’s why I sent the letter.
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BENNY WAMPLER: Well, that’s fine...that’s fine.

What ever it takes to get your questions answered.

M LTON SOMRDS: Yeah, I just didn’t know what was

goi ng on.

BENNY WAMPLER: Ckay. Very good. Any ot her

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

BENNY WAMPLER. Did that satisfy your questions, M.

Sowar ds.

M LTON SOMRDS: Wen they said they would receive

.l would receive a financial report, | assune in it they
woul d state how nmuch oil or gas is producing and---?

DENNIS R BAKER Yes, it will show how much has

been produced through the nonth.

M LTON SOMRDS: I just...I’m just looking at your

set of regul ations they gave ne on item nunber three. Thank
you.

BENNY WAMPLER: Do you have anything further, M.

Ki ser.
JIMKISER No. W'd ask that the application be
approved as subm tted.
MAX LEWS: Has this cleared up nost of your points?
M LTON SOMRDS: Pardon nme?
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MAX LEWS: Has this cleared up nost of the your
poi nts that you wanted---7?

M LTON SOMRDS: Yes...| believe it has. Probably

when | |eave the neeting, I will have a whol e bunch, but

right now, I can’t think of anything else.

BENNY WAMPLER: | think they agreed after the

meeting to chat with you a little bit nore.

M LTON SOMRDS: Yes, thank you.

© 00 N o o b~ w DN

JI M KI SER Yeah.

=
o

MAX LEWS: Did you...do you feel...still feel that

[
[

you want to object to this---?

=
N

M LTON SOMRDS: Well, | just want to know what

[
w

the...you know, to nmake sure of what they are going to do.

[y
SN

You know...if | sign this |lease with them that thing has a

[
(631

lot of fine print and I need to get with them. That’s the

=
(o)}

reason | asked if they were going to be on ny land, if they

[
\‘

were going to be using the pond. Since the sedinent pond is

[
(00}

already there, | was afraid they would say hey, you know, if

=
©o

we don’t have to build one...there’s one here we will use it.

20 So, I don’t know how much water they use to drill the well.

21 JI M KI SER: Probably more than what’s there, yeah.
22 MAX LEWS: Takes a lot to prepare a frac.

23 TOM FULMER: Up on Bl ack Mountain, you will be

24
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hauling a | ot of water.

t here.

JI M KI SER  Yeabh.
MAX LEWS: A whole big lot of water.

M LTON STAMPER: Yeah, there’s not much water up

MAX LEWS: A whole big |ot.
M LTON STAMPER Except when it rains.

TOM FULMER: And then you’ve got to catch it before

it goes off the nountain.

BENNY WAMPLER: Okay. What’s your pleasure?

MASON BRENT: M. Chairman, | nove we grant the

appl i cation.

seconded.

yes.

approved.

CLYDE KING | second.

BENNY WAMPLER: Motion to grant the application is

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

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers indicate by yes except Max Lew s.)

BENNY WAMPLER. (Opposed, say no.

MAX LEW S: Abst ai n.

BENNY WAMPLER: One abstention. Your application is

Thank you very nuch
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JI M KI SER  Thank you.

CLYDE KING M. Sowards, you will be well taken
care of. If you have any problens, you can always cone back
to the Board, I'm sure.

BENNY WAMPLER: One final item of business before
the Board before we adjourn today. M. King has asked ne to
di scuss with the Board...or to bring the...our neeting date
and the schedule currently in our regul ation 4VAC25-160- 30,
Virginia Gas and Q| Board shall neet on the third Tuesday of

each cal endar unless no action is required by the Board or,
unl ess otherw se schedul ed by the Board, et cetera. His

poi nt was, or request was, to consider changing the neeting
date in the regulation fromthe third Tuesday to the fourth

Tuesday. M. King do you want to say anything with regard to

t hat .

CLYDE KING Yeah, thank you, M. Chairman. | enjoy
being on the Board. | enjoy working with the nenbers of the
Board and I certainly feel badly that I’ve been unable to

attend almost every other meeting. If anyone...I don’t want
to infringe on anybody else’s problems or scheduling or that
sort of thing, but if it could be done without a problemwth
everyone concerned, I’d certainly appreciate it. 1I’'1l1 have

no problem being at all the neetings then.



MASON BRENT: Cl yde, how nmuch nore tinme do you have

on this Board?

CLYDE KING It is a six (6) year appointnent.

MASON BRENT: How much nore tine do you have?

CLYDE KING Five (5).

MASON BRENT: Five (5) nore.

CLYDE KING | was reappointed...|l was reappointed

in '80...I mean, ‘96...7.

BENNY WAMPLER: One option we could have is to set

it for the July docket and have a discussion. 1It’s really
not on today’s docket. So, I just wanted to talk about the
item next nonth and see.

MAX LEW S: I don’t care what Tuesday or the first
Tuesday to the fourth Tuesday. You are going to have sone
people that’s going to have some conflicts that they are not
going to be able to attend the neeti ngs.

TOM FULMER: Can | say sonet hi ng?

BENNY WAMPLER: Sur e.

TOM FULMER: 1711 just tell you, in the regulation

there is an option for the Board to set a neeting at its own
time. The purpose setting for the standard neeting is the
notice requirements and that’s the main motivating factor.

| f the Board would want to change it permanently, then you
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woul d have to go in revise the regul ation
MAX LEW S: Yeah.

BENNY WAMPLER: That’s what I’m saying. That’s what

he is requesting, is it?

CLYDE KING Right.

BILL HARRIS: If I may, Mr. King, if it didn’t

change, would you still be able to attend every now and t hen.

CLYDE KING Every other neeting.

BILL HARRIS: Wuld it be like it has been?

CLYDE KI NG Uh- huh. Yeabh. | would be able to

attend six (6) or seven (7) neetings a year.
MAX LEWS: I’'d say most of them might take...
Dennis, he don’t---. 1I’'d say he’d miss that many.

BILL HARRIS: Well, I’ve got a...well, I don’t have

a preference as to which Tuesday, but | mss three (3) or
four (4) probably a year. I don’t know...I don’t know if we
w |l see anything different by changing---.

MAX LEW S: I don’t either.

BILL HARRIS: ---except we will see you, but |ess
of ot her.

MAX LEWS: It wll be sonebody el se.

CLYDE KI NG: Well, as I’ve previously said, it’s up
to the Board. |If you are willing to do it, fine, and if
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you’re not, it’s fine. I know we’ve had a lot of problems
with the quoruns and | certainly don’t want to be a problem
t here.

TOM FULMER: Again, I’d just like to reiterate that

you do have that flexibility in the regulations to change the
date of the meeting...at each Board meeting. That’s an
option that’s there.

BENNY WAMPLER: That’s certainly not the way the

reg’s designed, though.

SANDRA RI GGS: Because it fouls up the notice.

BENNY WAMPLER: That’s not a...that’s not a good

habit for the Board to do from that standpoint. I wouldn’t
encour age that.

CLYDE KING: I wouldn’t think so. It needs to be a

certain tine.

BENNY WAMPLER: Yeah, we need to set the tine so

that the public and everyone knows when that’s going to
be...whatever it is.

MAX LEWS: The tine...that would be |ike changing
t he pl ace.

BENNY WAMPLER: Mr. King’s point in bringing it up

was to make sure we didn’t have any further problems with

reaching a quorum and like all of us, when we...when we | ack
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t hat one nenber having a quorum it is pretty enbarrassing to
be here and there’s a lot of work that’s gone into that and
everything el se and I know everyone nakes those efforts.
So...you know, I'm not going to ask for a vote today other
t han just say, you know, would you like to put it down for
di scussion for next nonth and---7?

CLYDE KING | woul d.

BENNY WAMPLER: ---we will discuss it and decide it

one way or the other.

CLYDE KI NG: That’s fine. Thank you, Mr. Chairman.

BENNY WAMPLER: All right. W wll do that. Thank

you very nuch.

MASON BRENT: No Tuesday is any |ess convenient to

BENNY WAMPLER: He said no Tuesday is any | ess

conveni ent for him

CLYDE KING Ri ght.

JIM KI SER But yet you show up every tine and we
appreci ate that.

BENNY WAMPLER: Thank you very nuch. This neeting

i s adj ourned.

STATE OF VIRG N A,
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COUNTY OF BUCHANAN, to-wit:

|, SONYA M CHELLE BROWN, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcribed by nme personally.

G ven under ny hand and seal on this the 24th day
of June, 1998.

NOTARY PUBLI C

My comm ssion expires August 31, 2001.

69



