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BENNY WAMPLER: Good norning. M nane is Benny
Wampler. I’'m Deputy Director for the Virginia Department of
M nes, Mnerals and Energy, and Chairman of the Gas and O |
Board. We’ll get started with our meeting today. 1’11l ask
the Board nenbers to introduce thensel ves.

MASON BRENT: My name is Mason Brent. I’m from
Ri chnmond, and | represent the Gas and G| Industry.

MAX LEW S: My name is Max Lewis and I'm from
Buchanan County. | represent as a public nenber.

SANDRA RI GGS: I'm Sandra Riggs with the Office of

the Attorney CGeneral here to advise the Board.

CLYDE KING: I'm Clyde King from Abingdon. I'm a

public representative.

RICHARD G LLIAM R chard Glliam coal industry

representative from Abi ngdon.

BOB WLSON: I’'m Bob Wilson. I’m acting Director of
the Division of Gas and G|, and Principal Executive to the
Boar d.

BENNY WAMPLER: Thank you. The first itemon the

agenda today is a petition from Pocahontas Gas Partnership
for pooling of a coal bed nethane unit; docket nunber VGOB-99-

10/ 19- 0756, continued from October. I don’t see the folks
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here for that.

I’11 go ahead to the next agenda item. It’s a
petition from Col unbi a Natural Resources for a well |ocation
exception. This is docket nunmber VGOB-99-10/19-0763,
continued from October. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
tine.

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser on behalf of Colunbia Natural Resources. CQur
wtnesses in this matter will be Ms. Mary Ann Fox and Ms.
Becky Barnes. We’d ask at this time that they be sworn.

(Wtnesses are duly sworn.)

MASON BRENT: M. Chairman, before we get started,

I’d 1like to recuse myself from this hearing.

BENNY WAMPLER: All right. No problem

JIM KI SER: Mr. Chairman, we’re here before you
t oday seeking a |l ocation exception or a variance fromC & R
well number 23663, which is...we’re requesting the Board to
approve our application to drill this well a distance of
2,418 feet 63 inches fromthat reciprocal well, which is
a...roughly a 71 foot exception from statew de spacing. M

first witness will be M. Fox.
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5

6 MARY ANN FOX

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

8 follows:

9 DI RECT EXAM NATI ON

10 QUESTI ONS BY MR KI SER:

11 Q Ms. Fox, if you’ll state your name for the
12 Board, who you’re employed by and in what capacity?

13 A My nane is Mary Ann Fox. | work for

14 Columbia Natural Resources and I'm a law services

15 coordi nator.

16 Q And your...you’ve previously testified

17 before the Board on | ocation exceptions. | think the | ast
18 tine being in Novenber of 1998, at which tine the Board
19 accepted your qualifications as a expert witness in |and
20 matters?

21 A Yes, that’s correct.

22 JIMKI SER: We’d once again, Mr. Chairman, offer

23 Ms. Fox as an expert witness in those matters.
24
- 4
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BENNY WAMPLER: Okay. She’s accepted.

Q Now, you’re familiar with the application
that we filed in this matter and your responsibilities at C &
R include the |lands involved here and in the surroundi ng
area?

Yes, they do.

Q And you’re familiar with the fact that all
interested parties have been notified of this hearing as
requi red by Section 4B of the Virginia Gas & G| Board
regul ati ons?

A Yes.

Q And those interested parties would be Pixis
Resources, the coal owner and Pine Mountain G| and Gas, the
oil and gas owner?

A Yes, Cinchfield....yes.

Q And does C & R have the right to operate the
reci procal well, that being 23663?

A Yes.

Q Now, the acreage...this is the drilling
...the tract that this well is being drilled on is a 4100
acre coal, oil and gas tract?

Yes, Big Sandy Fuel Court. Yes.
Q Right. And the surrounding units...the
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acreage in the surrounding units area are...is all under

| ease to C & R?

A Yes.

Q So, there are no correlative rights issues?
A No.

Q And prior to filing this application, you’ve

contacted both the coal, oil and gas owners to discuss this
| ocati on exception?

A Yes, | have.

Q And pursuant to those discussions, could you
explain for the Board in your own words why we’re seeking

this exception?

A Yes. The oil and gas | ease has a coa
provision which provides that the coal...and it’s sort...sort
of domnant. They have the....dictate where we have to put
our gas well and they are boring coal fromeach side and this

is the only place that they will allow for us to put the
wel | .

Q So, this is the only location within this
unit that they would approve this well?

A Yes.
JIMKISER Nothing further of this w tness, M.

Chai r man.



© 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: Any questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

BECKY BARNES
havi ng been duly sworn, was exam ned and testified as
fol |l ows:
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

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

A My name is Becky Barnes. I'm employed with
Columbia Natural Resources and I’'m a reservoir engineer.

Q And you al so have previously testified
before the Board in a | ocation exception matter, specifically

bei ng Novenber of |ast year?

A That’s correct.

Q And your qualifications as an expert wtness
in the area of operations and production were accepted by the
Boar d?

A Yes.

JIM KI SER W woul d once again tender Ms. Barnes as
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an expert witness in those matters, M. Chairman.

BENNY WAMPLER: She’s accepted.

Q Now, you’re also familiar with the
application that we filed seeking this |ocation exception for
216157

A Yes.

Q And in the event that this |ocation
exception would not be granted, would you project the
estimated | oss of reserves?

A They woul d be approxi mately 500, 000, 000
cubic feet of gas.

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

A 5,860 feet.

Q And this depth will be sufficient to
penetrate and test the conmmon sources of supply in the
subject formations as listed in the permt package which is
filed with the DGO?

A Yes, that’s correct.

Q And is the applicant requesting that this
| ocati on exception cover conventional gas reserves to include
t hose designated fornmations fromthe surface to the total

depth drill ed?
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A Yes.

Q And in your professional opinion, will the
granting of this location 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 nunber 216157

A Yes.

JIM KISER Nothing further of this wtness, M.
Chai r man.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

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

BENNY WAMPLER: |Is there a notion to that affect?

CLYDE KING Is there anyone here?

(No audi bl e response.)

CLYDE KING | make a notion to approve.

BENNY WAMPLER: Motion to approve. Is there a

second?

RI CHARD G LLIAM: I'11 second.

BENNY WAMPLER. Motion and second. Any further
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di scussi on?
(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

JIM KI SER  Thank you, M. Chairnman.

BENNY WAMPLER: We’1l go back to the first item on

the agenda is a petition from Pocahontas Gas Partnership.

Mr. Kiser, before I do that, is there any problem...we’ve got

three itens on the Decenber docket and we were going to see

if there was any urgency to have those rather than have the

Board conme back out here if we continued to January?
JIMKISER Can | check with nmy client and then cal

you?

BENNY WAMPLER: Sure. If you’d |let us know.

JIM KI SER: Yeah, I’11 let you know by the end of
t he week.

BENNY WAMPLER: Ckay.

JIMKISER | think the one |ocation exception, they
m ght want to do. The anmended suppl enental order is probably

...there’s no urgency. I think they want to drill that well

10
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this year.

BENNY WAMPLER: Check and see.

JI M KI SER: Because it wouldn’t give them much time,
Si xt een days.

BENNY WAMPLER: Yeah, I doubt they’d do it anyway.

JIMKISER: I’711 check. Okay.

BENNY WAMPLER: Check and see.

JIM KI SER Ckay.

BENNY WAMPLER: The item on the agenda that I'm

calling nowis a petition from Pocahontas Gas Partnership for
pool i ng of coal bed nethane unit under the Cakwood Coal bed

Met hane Gas Field Order | order identified as R52. This is
docket nunmber VGOB-99-10/19-0756, continued from Cct ober.
We’d ask the parties that wish to address the Board in this
matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of the applicant, Pocahontas Gas Partnership. This
matter was set for the October hearings and there was a

m stake with the notice and so we had actually noticed the
surface owners as a respondent. W got that straightened out
and that’s why it’s back here today.

BENNY WAMPLER: The record will show there are no

others. You nay proceed.

11



(Les Arrington hands out exhibits.)

MARK SWARTZ: Ckay. W need to swear the w tness.

(Wtness is duly sworn.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Coul d you state your nane for us, please?
A Leslie K Arrington.

Q Who do you work for?

A Consol .

Q Did you prepare or cause to be prepared the

notice and application and the rel ated exhibits concerning
this pooling application for R 527

A | did.

Q And did you, in fact, sign the notice and
sign the application?

A Yes.

Q s this an application to pool an 80 acre
frac unit under the GCakwood | rules?

A. Yes, it is.

12
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Q Have you filed today revised Exhibits B-3, E
and a revised tract identification, or did we file that [|ast
time?

A That was filed the |last tine.

Q Ckay. So, you should have in your packets
fromlast tinme a revised Exhibit B-3, which would show

a...that the respondent...respondents are Fred and Dor ot hy

Mcd ot hl i n?
A Yes, it is.
Q And they should al so have a revi sed Exhi bit

E show ng Pocahontas M ni ng Conpany and the respondents
Mcd othlin as being in conflict?
A Yes, it is. That should have been in the

ori gi nal package.

Q Ckay. That we gave themthe last tine?
A Yes.
Q The applicant here is Pocahontas Gas

Par t ner shi p?
A Yes, it is.
Q And Pocahontas Gas Partnership is a Virginia
CGeneral Partnership conprised of two partners, Consolidation
Coal Conpany and Conoco, Inc.?

A Yes, it is...yes. I’m sorry.

13
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Q And who it is that the applicant is

requesting to be designated as operator by the Board?

A Pocahont as Gas Part nershi p.

Q | s Pocahontas Gas Partnership authorized to

do busi ness in the Commonweal t h?

A. Yes, it is.

Q Has it registered with DMME and does it have

a bl anket bond on file?

A Yes, it does.

Q Are the respondents here M. and Ms. Fred
Mcd ot hlin?

A Yes, it is.

Q Did you mail to then?

A Yes, we did.

Q When?

A By certified mail, return receipt requested

...and just a mnute.

Q Looks |i ke fromwhat you filed, it was

mai | ed on the 21st of QOctober, is that right?

Yes, it was.

A It probably was.

Q Her e.

A I’11 get my exhibits here.

Q And did they sign for the mail?

14
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Yes, they did.

When?

On Cctober the 22nd.

And have you filed the return recei pt card?
Yes, | have.

Ckay. Was this notice published?

> o >» O >» O >

Yes, it was in the Bluefield Daily
Tel egraph. 1t was published on October 26, 19997
Q Ckay. Do you want to add any respondents at

this time?

A No, we do not.

Q Do you want to dism ss any?

A No.

Q Vll, we perhaps need to dism ss Wanda Reedy

since we noticed her originally?

A We did give themnotice. That is correct.
Q And she’s a surface owner?

A Correct.

Q Okay. Okay. The interest that you’re

seeking to pool by this application is what interest?
A It’s the o0il and gas interest of Fred and
Dorothy McA othlin and that interest is 0.7625% i nterest.

Q Okay. It’s less than one percent?

15
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A That’s correct.

Q And does the...does Pocahontas Gas
Partnership own or have |eases with regard to other 99.2375%
of the oil and gas cl ai ns?

Yes, we do.
And what’s the status of the coal claims?

W have 100% of the coal interest | eased.

o > O »

With regard to lease terms that you’ve
offered in obtaining the leases that you’ve been able to get
and | ease terns that you would offer to the respondents here,
what are will those terns be?

A Those terns are a standard five year term
| ease, $1 per acre per year for a coal bed nethane | ease with
a 1/8 royalty.

Q And woul d you reconmend those terns to the
Board in the event an order is entered for the deened to have
| eased ternf

A Yes, we woul d.

Q This unit that we’re seeking to pool, is it
an 80 acre frac well unit?

Yes, it is.
Q And it’s under the Oakwood I rules?

A. Yes.

16
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Q And the plat that has been filed shows one
well, is that correct?

A Yes, it does.

Q And is it within the 300 foot offset
drilling w ndow?

A Yes, it is.

Q So, an exception would not be required?

A That’s correct, 1t 1s not.

Q The. .. have you prepared and tendered to the
Board as an exhibit an estinmate with regard to the well
costs?

A Yes, | have.

Q And what’s that amount?

A $250, 046. 70.

Q And what’s the projected depth of that well?

A 2,369 feet.

Q Ckay. The exhibit...the revised Exhibit B-3
sets forth the respondents interest in this unit, does it
not ?

A It does.

Q And is that the interest that the
respondents could use to...will be using in the course of
calculating royalty and also will be used by the respondents

17
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in the event they wanted to partic...elect to participate or

elect to be carried?
A. That’s correct. It 1is.

Q Is it your opinion that the plan of

devel opment as disclosed by the application and exhibits is a

reasonabl e plan to devel op the coal bed net hane resources

under this unit?

A Yes, it is.
Q And is it your opinion that the proposed
well will contribute to the protection of the correlative

rights of the owners of the nethane within and under this
unit in question and lessen this unit...and | essen the
I'i kel i hood of physical waste and econom c waste?

A Yes, it is.

Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: Fred and Dorothy Mcd othlin are oi

and gas owners?

MARK SWARTZ: Yes.

18
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CLYDE KING No one is here to speak?

MARK SWARTZ: Ri ght.

BENNY WAMPLER. Ckay. |Is there a notion to approve?

MAX LEWS: | make a notion to approve.
MASON BRENT: Seconded.

BENNY WAMPLER: Motion and second. Any further

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

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

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

(No audi bl e response.)

BENNY WAMPLER: You have approval

The next itemon the agenda is a petition from
Pocahontas Gas Partnership for pooling of a coal bed net hane
unit under the Cakwood Coal bed Methane Gas Field | order and
identified as R 37, located in the Garden D strict of
Buchanan County, docket nunmber VGOB-99-11/17-0764. We’d ask
the parties that wish to address the Board in this matter to
cone forward at this tine, please.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

19
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MARK SWARTZ: | would nove to...that the Board

consi der consolidating the matter that was just called wth
next four itenms. So, that woul d be docket nunbers 4, 5, 6
and 7. The matter that the Board just called is a first tine
pooling application. The next four are repoolings
that...they’ve all been pooled before and we’re back for a
nodi fication. The units are all touching each other as a
group and the next four essentially involve the sane parties.
The nunber of folks that are here today are here on those
collection of units and | think it would just be a judicious
use of our tine to kind of put it together and give everybody
one full chance to air their views. | wll tell you that
the...with regard to the repooling of the four units, the
reasons are as follows: Wth regard to S-36 and T-36, there
has been an ongoi ng debate with M. Md anahan about his
western boundary of his tract and we have replatted that
showi ng all possible variations and pernutations that we have
been able to identify and there’s going to be a
recommendation that we simply escrow that because we don’t
know where that line is. So, that’s why those two units are
back on the docket.

The other two are back because the interest of the

folks who we’re seeking to pool in R-37 was just m ssed. W

20
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t hought we had a | ease fromthem and we need to pool themin
the remaining...in the other two units. So, that’s why those
four units are back before you, having been pool ed before.
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6, and 7 be called together?

MARK SWARTZ: Yes.

BENNY WAMPLER: Okay. Any objection to that?

(No audi bl e response.)

BENNY WAMPLER: Hearing none, the Board wll go

ahead and call---.

FRANK STACY: Sir? I'm sorry. Did you say R or

S...you said R?
CLYDE KING R

BENNY WAMPLER: The one | called is R 37.

FRANK STACY: Thank you.

BENNY WAMPLER: He’s suggesting that I go ahead and

call the other four items which he’s saying are the same
parties involved, and if there’s no objection to that, I'm
going to go ahead and call those so we can just get the

i ssues on the table and deal with them

FRANK STACY: Ckay. Thank you.

BENNY WAMPLER: So, we’ll deal with them separately.

So, I'"11 go ahead and call the petition Pocahontas gas

21
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Partnership for pooling of coal bed nethane unit identified
S- 36, that’s docket number VGOB-98-03/24-0626-02, and al so
the unit identified as S 37, docket nunber VGOB-198-04/21-
0649-01; unit identified as T-36, docket nunber VGOB-98-
03/ 24-0625-01; and unit identified as T-37, docket nunber
VGOB- 98- 04/ 21-0650- 01. We’d ask the parties that wish to
address the Board in this matter to cone forward at this
time.

(Parties conme forward.)

KENNETH OSBORNE: M. Wanpl er?

BENNY WAMPLER: Yes, sir.

as

KENNETH OSBORNE: Does the Board have any objections

if we video record this?

BENNY WAMPLER: I don’t have objections.

KENNETH OSBORNE: Thank you, sir.

BENNY WAMPLER: Si nce we have a nunber of people

that will be speaking, | just want to remind you that it wll

be real inportant for us to get a good record, that you
identify yourself when you are tal king. GCkay?

FRANK STACY. Ckay, sir.

BENNY WAMPLER: Each tinme so that the reporter wll

be able to do that and keep a cl ean record.

(Les Arrington hands out exhibits.)

22
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MARK SWARTZ: Coul d you swear, David, for ne,

pl ease?

(Wtness was previously sworn.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I'm going to remind you that you’re
still under oath.

A Yes, sir.

Q Who do you work for?

A Consol .

Q And are all five of these applications,

applications nade by Pocahontas Gas Partnership?

A Yes, they are.

Q Did you either prepare, or supervise the
preparation, of the notices, applications and exhibits in
t hese five units?

A | have.

Q Did you sign the notices and the

applications for all of the units?

23
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A Yes, | did.

Q | s Pocahontas Gas Partnership a Virginia
Gener al Partnership?

A Yes, it is.

Q Are its two partners Consolidation Coal
Conmpany and Conoco, Inc.?

A Yes, it is.

Q Who i s Pocahontas Gas Partnership requesting
be designated by the Board as a desi gnated operator?

A Pocahontas Gas Part nershi p.

Q Ckay. |s Pocahontas Gas Partnership
aut hori zed to do business in the Commonweal t h?

A Yes, it is.

Q Is it registered wwth the DVMME and does it

have a bl anket bond on file?

A Yes, it does.

Q Are the respondents in each of these units
listed in the notice of...in the two blank in the notice of
heari ng?

A Yes, it is.

Q And are they also listed in the Exhibits B-
37?

A Yes, they are.

24
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Q And with regard to T-36 and S-36, there are
revised Exhibits B-3, are there not?

A They are.

Q kay. The...did you mail copies....or mai

notices with regard to each of these five units?

A We have. That was mailed on October the
18t h, 1999.

Q Did you publish?

A We did. In the Bluefield Daily Tel egraph on

Oct ober the 23rd, 1999.

Q And what was published with regard to each
of the units?

A The notice of hearing.

Q All right. Have you filed today with the
Board copies of the return receipts and a spreadsheet show ng

the status of all of the mailings?

A Ve did.

Q Do you want to add any respondents today?

A No, we do not.

Q Do you wish to dism ss any?

A No.

Q Okay. I’'d like to turn to the interest that

we’re going to be dealing with here. With regard to R-37---7
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A Yes.

Q ---are you seeking to pool 18.94202% of the
coal, oil and gas interest?

A Yes, we are.

Q Ckay. If you turn to Exhibit B-3 in R 37,
| et me show you here, it appears to ne that we need to add
t he word coal ?

A W do.

Q Ckay. So, will you undertake to file a
revi sed sheet?

A Yes, we wll.

Q Ckay. So, it should reflect on Exhibit B-3
not just oil and gas fee, but coal, oil and gas fee?

A Yes...yes, it should.

Q What is the status of the renminder of the
oil and gas clains concerning R 377

A It’s under lease, and the coal underneath
that unit, we have a 100% of that coal |eased.

Q Wth regard to S-36, are you seeking to pool
87.60359 of the oil and gas clains...percent of the oil and
gas cl ai ns?

A S-36, | needed to have filed wth the Board

and a Revised Exhibit A page two.
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Q Ch, okay.

A I’'m sorry.

Q Al right. And what does that indicate that
you’ re pooling?

A It indicates that we’re pooling 42.82825% of
the coal interest and 87.34075% of the oil and gas interest.

Q Ckay.

CLYDE KING Is that S-37?

BENNY WAMPLER: 36.

MARK SWARTZ: 6.

LES ARRI NGTON: 6.

CLYDE KI NG 36.

Q Ckay. And that you filed with the Board
t oday?

A | have.

Q Ckay. And what is the status of the

remai nder of the coal interest clainms and the oil and gas

interest clains?

A That is under |ease.

Q So, 57.17175% for exanple, of the coal is
| eased?

A It is.

Q And 12 plus percent of the oil and gas
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i nterest.

A It is. Wth a 100% of the coal interest
| eased.

Q Ckay. S-37, what’s the status...what needs
to be pooled and what has been | eased for S-37?

A kay. S-37, we have a 100% of the coal bed
nmet hane | eased fromthe coal owners.

Q Ckay.

A And we have | eased 50. 70604% of the oil and

gas interest and we’re seeking to pool 49.29396%.

Q O the oil and gas?
A O the oil and gas interest, yes.
Q Wth regard to T-36, what’s the status of

leasing in that unit?

A Ckay. We have a coal bed net hane | ease from
the coal owners for a 100% and we have 74.27848% of the oi
and gas interest |eased, seeking to pool 25.72152% of the oi
and gas interest and we al so have a 100% of the coal | eased
under that unit.

Q kay. Wth regard to T-37, what’s the
status of the |easing?

A W have 100% of the coal owners...coal bed

met hane | eased and 93.825% of the oil and gas interest,
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seeking to pool 6.175% of the oil and gas interest.

Q Ckay. Wiat | ease ternms would you offer
today to the outstanding unl eased interest?

A That will be a five year termlease, $1 per
acre for a coal bed nethane lease wwth a 1/8 royalty.

Q And that $1 per acre rental would be payabl e
until production comenced, correct?

A Yes, it is.

Q Wul d you recommend those terns to the Board
as appropriate to be inserted in the deened to be | eased
provi si on?

A W woul d.

Q In each of these five units, are we tal king
about an 80 acre frac well unit under OCakwood |7?

A Yes, we are.

Q And is it true that S-36, S-37, T-36 and T-

37 have been pool ed before?

A They have.

Q Ckay. And R-37, this is first pool?

A That’s correct, 1t 1is.

Q And what you’re seeking to pool and develop

woul d be all coal seans below the Tiller basically dow to

t he Pocahontas Three Seam correct?
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A That’s correct.

Q | s the Pocahontas Three Seamthe target seam
of the wells, the targeted depth?

A Yes, it is. Yes, it is. I’'m sorry.

Q Wth regard to the nunber of wells in the
units and whether or not any of themrequire a |ocation
exception, does the plat for Exhibit R 37 indicate that there
are three wells in that unit?

A Yes, it does.

Q And that one of themis out of the drilling

w ndow and would require a | ocati on excepti on?

A R-377?

Q Yes.

A It does. I'm sorry. R-37C

Q Ckay. Is it to the southern...is it to the

South of the drilling w ndow?

A Yes.

Q Ckay. S-36 has one well init, is that
correct?

A That’s correct.

Q And it’s within the drilling unit?

A It is.

BENNY WAMPLER. On R-37, you said...| believe you
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said one well is outside the drilling w ndow.

sorry.

you.

wel | s?

LES ARRI NGTON: Correct. No, there’s two. I’'m

There’s two.

MARK SWARTZ: Oh, I'm sorry. There’s two. Thank

Q Wi ch...which two are outside?
R-37B and R-37C.

Ckay. And with regard to S-36, how many

One.
And is it within the drilling w ndow?
It is.

S-37, how many wel |l s?

> O > O >

Just a m nute. | believe it is two.

There’s two wells in it.

that.

Q And where...are they in or...in or out of?
A They’re inside the window.
Q Ckay.

DANNY McCLANAHAN: | would like to disagree with

There’s not two wells in that unit.

BENNY WAMPLER: Danny, if you will identify yourself

for the record.

DANNY McCLANAHAN: My nane is Danny Mcd anahan and
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I'd like to disagree with that. There’s not two wells in
that unit. S-367A does not exist.
(Swartz and Arrington confer with each other.)

DANNY McCLANAHAN: And you haven’t even gotten the

S-37B showed on the map

(Swartz and Arrington confer with each other.)

MARK SWARTZ: Les, is there a m sdesignation of one

of the two wells shown on the plat?

LES ARRI NGTON: Yes, there is and it should be S-

37B. S-37A actually...R37C that was shown on R- 37 was a
replacenent well for S 37A

DANNY McCLANAHAN: Well, it’s still not there,

t hough.

LES ARRI NGTON: That’s correct, Danny, it isn’t.

MARK SWARTZ: |s it proposed to be drilled---?

DANNY McCLANAHAN: Why are you showing it...what |

would like to know is why you showed that it’s there?

MARK SWARTZ: Just a mnute. Danny, you wll have

an opportunity to cross exam ne ny wtnesses as wl|
ever ybody.
BENNY WAMPLER: Absol utely.

MARK SWARTZ: You know, if they want to testify,

I'11l try to let them finish and, I think, you know, to move
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things along, I’'d like to finish the direct and they can have
at these fol ks, you know, for the rest of the day.

DANNY McCLANAHAN: Well, I...I’'d like to go ahead

and break it up in single units then so that way we won’t run
it all together and get this information confused. That way
we can run them off one at a time. I mean, I’ve got all day,
I don’t know about you all, to take care of this matter; and

| believe the Linkous Horne heirs is here to stay all day,

t 00.

MARTHA W LLI AMS: I’'m Martha Williams, heir to this
estate. I’'m the granddaughter of Linkous Horne and I agree
W th Danny. If you’re not going to give us time to explain,

then break themup and do themone at a tine.

DANNY McCLANAHAN: At one at a time. That’s right.

BENNY WAMPLER: Well, we’re going to give you time,

one at a time. In fact, we’ve called them all---.

MARTHA WLLI AVS: Ckay.

DANNY McCLANAHAN: Well, but he’s...he’s presenting

all of this information at one time and it’s overwhelming us
and I mean, I don’t...ain’t nary one of us a lawyer. So,
we're...we’re fighting this and doing the best we can then.

MARTHA W LLI AMS: That’s right, Mr. Wampler.

We're...I'm a diabetic dietician. Danny has other interests.
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We have various careers. We’re not an attorney like Mr.
Swartz, but we are educated enough to understand and deal
with this. W just...we just have interest in other fields.

DANNY McCLANAHAN: At one at a tine.

MARTHA W LLI AMS: We’re not...we’re not legal

counselors. So, we’ll need it broke down.

BENNY WAMPLER: Oh, we’ll do that.

MARTHA W LLI AMS: Thank you.

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, can you tell the Board
whet her or not there are two wells either already drilled or
proposed to be drilled in unit S 377

A There is two wells, and quite frankly,
that’s my mistake. On S-37A, it should be S-37B

DANNY McCLANAHAN: Where is it at, S-37B? Can you

tell me? It’s not on there.

LES ARRI NGTON: That’s---.

DANNY McCLANAHAN: Only well they are is up there by

the church house, on past the church house, and that is PGP
S-37. There’s only one well in that unit.

SANDRA RI GGS: They’ re proposing two wells in the
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unit and they’re showing where the two wells will be located,
or are located, if they’re already drilled.

DANNY McCLANAHAN: Wl |l ...well, by their depiction

on the maps, it shows the wells has already been drilled. A

proposed well is supposed to be showed different, ma’am.

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR. SWARTZ:

Q Wth regard to T-36, how many wells are
proposed or drilled in T-36?

A There is...within that unit, there is two
wells, T-36 and T-36A, and quite frankly, I don’t know why T-
36A didn’t show up on this map. It is not lo...shown on this
map.

Q Okay. But there’s a second well proposed
for this unit?

A Yes...yes, sir. I don’t know what that...
why that didn’t come out.

Q Ckay. And is it...is it wwth---7?

DANNY McCLANAHAN: TI’11 tell you why. I’11...I'11

tell you why because it’s too close to the boundary---.
Q And is it within, or without, of the

drilling unit?
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BENNY WAMPLER: Danny, I'm going to ask you to wait.

I'm going to let them go through and do theirs and then I'm
going to listen to you.
A Tt/ s---.
Q O the drilling window, | nean.

CLYDE KING Excuse ne. Can | ask a question, Mark?

BENNY WAMPLER: M. Ki ng.

CLYDE KING: I'm sorry.

BENNY WAMPLER: Go ahead.

CLYDE KING The S-37A is not S-37A then.

A It’11 be an S-37B, correct.

Q Now, in T-36.

A Yes, sir.

Q Ckay. Do you know whet her or not the second
well is inside or outside of the drilling w ndow?

A It is outside the drilling wi ndow and if
you’1ll notice right where the 3B is on the plat, it says...it
has a tract 3B inside the square. You’ll see the road

ending. R ght at the end of that road is where the well is

located. I don’t...I don’t know why it didn’t show it.

Q Ckay. And that would be T-3---7
A 6A.
Q Ckay.

36



© 00 N o o b~ w DN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

BENNY WAMPLER: And you’re representing that as

a...as an existing well?

A

didn’t show up.

Q

regard to this unit,

not ?

o > O » O »

It is there. Yes,

sir. I don’t know why it

And if we turn to the cost estimate with

It does.

And drilling dates---7?

Yes,

it does.

---and dept h?

Yes,

Okay.

sir, it does.

So, 1it’s on the

estimate, but not on the plat?

A

Q

A

Q
wells are either

T-377?

drilling w ndow?

Uh- huh.  Uh- huh.

s that correct?

That’

Ckay.

S correct.

It shows two permt nunbers, does it

...on the cost

Wth regard to unit T-37, how many

already drilled or

There’s one well.

Ckay,

is that well

37

proposed to be drilled in

i nsi de or

out side of the
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A
Q

It’s

Ckay.

in the drilling window.

Now, with regard to the estinmated

cost of the wells and the depth, or average depths, of the

wells, with regard to R 37, what is the cost that woul d be

the participation cost?

A
$244, 923. 60.

o >» O » O » O > O »F

377

o > O »

R- 37,

And t

t he average cost of those wells is

he average depth?

Just a mnute. 2,207 feet.

What is the participation costs for S 367
S-36 is $245, 015.

And the depth?

2,075 feet.

S-37, what’s the participation cost?
$244, 763. 62.

| s that an average?

That’

What'

S- 37.
Ckay.

s the average. Yes, it is.

s the average depth of the wells in S-

Average is 2,320 feet.

T- 36, what’s the average cost?

$249, 444. 63, average depth is 2314. 35.

T-37,

what’s the participation cost?
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A $246,826.50 on 37 and its depth is 2, 267.

Q kay. The target formation for all of these
wells is what?

A Pocahont as Nunber Three Seam

Q And do you seek to develop gas fromall of
the seans fromthe tiller on down basically?

A Yes, we do.

Q Ckay. Today, have you filed anmended plats
with regard...wth the Board with regard to units S-36 and T-
367

A We have.

Q And those would be in the collection of
exhibits for those two units that has a table of contents and
a list that you’ve given the number today?

A Yes, it does.

Q Ckay. If we ook at the plat for...we start
with the plat for unit T-36.

A Uh- huh.

Q There is a tract on T-36 identified as 3A,
is that Mr. McClanahan’s or a portion of Mr. McClanahan’s
tract?

Yes, it is.

Q Go ahead and look at this |ist.
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A Ckay.

Q kay. And then if we |look at the revised
plat for S 36, does Mr. McClanahan’s tract also cross over
into unit S-367

A Yes, it does.

Q kay. The S-36 unit, if you were to set it
sort of on top, it would close the tract?

A Yes, it woul d.

Q And on S-36, a portion of Mr. McClanahan’s

tract is shown as tract 3C, is it not?

A It is.

Q Ckay. And both of these plats have an
addendunf?

A They do.

Q And is that an effort to sumrari ze the
di scussi ons mappi ng and history of the western |ine dispute?

A Yes, it is.
Q Okay. Now, there are also...and let’s...and
let’s stay with the revised plat to T-36. W have a tract 3A

and we’ve got a tract 3A-1, correct?

A. We do.
Q And a 3A-2?
A. That’s correct.
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Q And is that an effort to depict and
calcul ate the percentage in the unit for areas in dispute?
A It is.
Q Okay. Do you have a recommendation for the
Board with regard to whether or not escrow woul d be

appropriate for tracts on either side of those disputed

lines?
A We do.
Q Okay. And what’s that recommendation?
A We recomend that all of this interest be

escrowed. One, due to it’s...that it’s a conflicting claim
nobody matter who owns it, or what oil and gas owner owns it
with the coal owner; and nunber two, due to the boundary
di sput e.

Q Ckay. Are you able today to certify to the
Board which of these collections of disputed lines is a
correct depiction of the deed?

A | am not .

Q Ckay.

BENNY WAMPLER: The 3A-1 and 3A-2 identify the

disputed lines, is that correct, in the anended plat?

MARK SWARTZ: Well, actually, if you all could get

T- 36.
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BENNY WAMPLER: I’ve got it---.

CLYDE KING: T? I'msorry.

MARK SWARTZ: T...T as in Tom--.

BENNY WAMPLER: T- 36

MARK SWARTZ: ---36. This line that I’ve just

highlighted in blue is the first line. Ckay?
DANNY McCLANAHAN: Let ne see.

BENNY WAMPLER: That’s the line that moves more

toward to the 3A tract.

MARK SWARTZ: Correct. Correct.

DANNY McCLANAHAN:  Yeah.

MARK SWARTZ: That was the first one. In the...in

the addendum, that’s referred to as the first line. Okay.
Then I’ve now gone to the other side of the sliver, okay, and
that would be the second line. Then, when we finally were
able to get a survey crew out there on the ground about a
month ago, that resulted in the dogleg and the interior |ine
that then connects with a portion of the first line. GCkay.
So, that was the sequence here, and essentially what we’re
reduced to here is sinply reporting these are the | ocations
of disputed lines that we are aware of and the history in the
addendum kind of fills you in on that. And, you know, we’re

not able to resolve that dispute and obvi ously you guys
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aren’t going to resolve it either, but from an escrow
standpoint, you know, we’ve got a disputed line and even if
we didn’t have a conflict between the o0il and gas and the
coal interest, which we do have, but even if we didn’t, it
needs to be in escrow here until these fol ks, you know,
strai ghten out wherever that line is anong thensel ves by
agreenent or a judicial decree. W have cal cul ated, you
know, and shown on the tract identification that was fil ed

t oday, you know, the acreage within those...those snal
pieces that we’ve just talked about. So, you’ve got an
ability to quantify that. Although I'm not sure it really
matters since it needs to be escrowed, but we have done that
and listed the people with clains to that because obviously,
| nmean, the folks on the other side of the line are a
claimant to that acreage. The...and if you | ook at...now

| ook at S-36, you know, a small piece of this disputed area
finds its way into the plat for S 36, which we have shown as
Tract 3C-1; and basically, it’s the dogl eg di sputed tract
that finds its way into, or a portion, that finds its way
into the unit imedi ately above and it has...it also has an
addendum which is essentially the sane summary of

ci rcunst ances and events.

At this point, I’'ve got a few more questions of M.
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Arrington, but I think it nakes sense to shift gears for a
m nute just because Danny or David MIler did the work on the
ground here, or do you want ne to finish with Les?

BENNY WAMPLER: Wel |, let ne ask a question---.

MARK SWARTZ: Ckay.

BENNY WAMPLER:  ---and | think you woul d probably

be better to finish with Les---.

MARK SWARTZ: Ckay.

BENNY WAMPLER. ---and then that way we can | et

peopl e question---.

MARK SWARTZ: Ckay.

BENNY WAMPLER: ---that testinony. How nmany wells

are in T-36? This plat shows one.

LES ARRI NGTON: It shows one and---.

BENNY WAMPLER: Do you have two permts?

LES ARRI NGTON: | do have two permts and there are

two wells drilled and, again, as | said in ny original
testimony, if you’ll look right where it has on the plat the
tract 3B. Do you see my road going out and ending? It'’s
right there at the end of the road and why it didn’t show
up- - -.

BENNY WAMPLER: And which permt is that? |Is that

4238 or---7?



LES ARRI NGTON: That will be T-36A. Just a m nute.

I'11 have to flip to that nunber.
(M. Arrington | ooks through file.)

BENNY WAMPLER: | think since we had sone confusing

testinmony on that, we need to get the permt nunber that

we’re talking about.

LES ARRI NGTON: T-36A is 4238. I’'m sorry.

BENNY WAMPLER: You’re referring to it as T-36A?

LES ARRI NGTON: Yes, sir.

BENNY WAMPLER: And that’s permit number 42387

LES ARRI NGTON: Yes, sir.

BENNY WAMPLER Ckay. You may proceed.

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR SWARTZ:

Q Ckay. Now, has the...with regard to these
two revised plats that we have been tal king about---?

A Yes.

Q ---have you also filed revised tract
identifications?

A Ve did.

Q Okay. Let’s...let’s look at, for example,

the revised tract identifications concerning the plat T-36.
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Ckay?

A Uh- huh.

Q And if we go to tract 3A, that shows M.
McCl anahan as a surface owner, does it not?

A It does.

Okay. And does it also show M. M anahan

as...as an oil and gas claimant?

A It does.

Q Ckay. Wth regard 3A-1, what is the line up
on that conflict area?

A Wel|l, again, Danny McCl anahan is a surface
owner and oil and gas clainmant there. However, it could
ei ther be Linkous Horne heirs or the Thomas Stilwell heirs
oi |l and gas.

Q And with regard to coal ?

A The coal under all of these tracts is
McCuire/ Hurt heirs.

Q Ckay. But the Linkous Horne heirs, if ny
menory serves nme correctly, dispute that McQuire and Hurt

owns the coal as well?

A That’s correct. Oh, I'm sorry. Yes.
Q Ckay. So, that would also be in conflict?
A. It could be.
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Q So, that is disclosed by the tract...all of
those clains are disclosed in tract...in regard to tract 3A-
1, correct?

A Well, the coal interest is not shown as a
conflict there.

Q Ri ght .

A It is shown as Hurt/MCQuire, but they have

made that claim

Q Ckay. And have you done the sane for tract
3A- 27

A Ve did.

Q And then if we were to ook at the tract |Ds

for the revised plat and revised tract IDs for S 36, would we
find the same kind of discussion of clains and cl ai mants?

A Yes, you woul d.

Q Ckay.

BENNY WAMPLER. W& want a revised plat reflecting

the well s.

LES ARRI NGTON: Yes, I’ve already noted that.

Q The last two things. |Is it your opinion
that the devel opnent, as depicted on the various plats and
descri bing your testinony, is a reasonable plan to devel op

t he coal bed nmet hane for all owners and cl ai nants under these
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five units?

A Yes, it is.

Q And woul d you reconmend the sane to the
Board as a reasonabl e plan of devel opnent to protect
correlative rights of all fol ks and prevent physical and
econonm ¢ wast e?

A Yes, we woul d.

MARK SWARTZ; That’s all I have of Les.

BENNY WAMPLER: Danny?

DANNY McCLANAHAN: Ckay. My nane is Danny

McClanahan again. I’d like to address the Board. First off,
| would like to ask, is this a standard formfor themto fil
out here? |Is that standard?

BENNY WAMPLER: It’s not something that the Board

prescri bes.

DANNY McCLANAHAN: Well, what...well, the reason

being is I’ve been told before that they don’t have to
certify plats for the force pooling. Wll, what...what
bothers nme is on S-37 and T-37, if you’ll go down to line six
and read that, it states that they’re submitting certified
maps by a certified engineer. Also, on over in there, it

w Il show on nunber seven the sanme thing on those two units.

Now, on T-36 and S-36, those nunbers don’t say anything
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about a certified engineer. The two aforenentioned wells has
got certified plat maps and | want to know why the Board is
letting these people approach them with maps that hasn’t been
certified? And as he stated, ne and this engi neer has
surveyed my property and they’re depicting it as taken from
deeds, as in before they had it showed as surveyed and it
hadn’t never been. So, you know, they’re moving this around
to their discretion. | believe when we touched on that in
June, Mark kind of just went on by that when you asked himto
explain that to you. He went ahead and told that they cane
forth with these exhibits for 36...T-36 and S-36, show ng ny
interest. This was the only record that they presented

before the Board in June.

BENNY WAMPLER: Danny, we need you to cross exam ne
the witness. Really, you’re...you’re...you’ve gone into
testifying and what we really need is to have you cross

exam ne Les Arrington on his testinony to keep this record
strai ght.

DANNY McCLANAHAN: Ckay. | want to know how. .. Les,

why they’re showing my property as not being surveyed when
yoursel f was out there and they surveyed it.

LES ARRI NGTON: W did not actually survey your

property, Danny. W |ocated points and fence |ines.

49



© 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

DANNY McCLANAHAN:  You run a ring all the way

around ny property and tied it in to another point. So---.

LES ARRINGTON: W did not...we did not survey your

property. W surveyed what we found in the field. As you
know, that was what we were | ooking for is corners and
information and our maps depict exactly what we did find in
the field and what has been shown in the past.

DANNY McCLANAHAN:  Who. .. and who hel ped you find

that in the field?

LES ARRI NGTON: Wy, you---.

DANNY McCLANAHAN:  You was trying to point trees

out to this man here that didn’t even pertain to my deed. I
had to go to the library and get a tree...a book on tree
identification where it calls for the...let me see...I can’t
remember the name of the tree, but there’s only two of those
in m holler and Les is wanting himto shoot down this fence
and that fence and down that fence. Now, if you get a survey
crew out there and tie into one point and start setting up
and running down my line, that’s surveyed. It woodn’t tooken
from deeds. I...you know, I...I don’t know how you break
that down. You’ve got a crew that spends two days out there
surveying my line. Now, they’re saying that they took from a

deed description. I can’t go along with that.
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BENNY WAMPLER' Do you---7?

MARK SWARTZ: That’s not a question.

BENNY WAMPLER: This...is this the map you’re

tal ki ng about---?

DANNY McCLANAHAN:  Yes.

BENNY WAMPLER: ---that they...the plat that they

pr oduced?

DANNY McCLANAHAN:  Yes.

BENNY WAMPLER: And you’re saying that’s a surveyed

plat and he’s---7?

DANNY McCLANAHAN: That is a surveyed plat.

BENNY WAMPLER: And Mr. Arrington, you’re saying

that’s not a surveyed plat?

DANNY McCLANAHAN: Wel |, Dave MIler, did you survey

t hat ?

DAVID M LLER Do you want ne to---7?

MARK SWARTZ: That’s fine.

DAVID M LLER W did...we did performsurvey and

work in the field onit, as you know.

DANNY McCLANAHAN: And then they’re still showing it

different. Like I said, I’ve come before the Board before
and the first...June the 15th, conpl ai ned about these |lines

as showing surveyed when they weren’t. That falls back on

51



© 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

that location title search and stuff like that. | figured
the thirty some thousand dollars they keep charging. That'’s
anot her question on down the line as to how they can keep
doubl e charging for that location and title on one plat.
Sure, they can do it on one plat, but for each well have to
pay that $30,000. I don’t think that’s right. You know,
we'’re getting...we’re getting charged double for location and
title on that. Can you...I mean, I still can’t...I haven’t
got an answer as to that.

You all was asking why these wells is not on there

because they’re within...they’re outside of the limits.
They’re too close to the boundaries of the line. That’s
anot her question. | thought all of the plats...is this the

plat or just the little going in on the inside?

BENNY WAMPLER: Are you asking Les to---7?

DANNY McCLANAHAN:  |s the whole plat, this one

ri ght here?

LES ARRI NGTON: The production unit is the

out si de---.

DANNY McCLANAHAN: I’'m not asking about the

production unit. I’m asking about the plats. Plat nmaps
peri od.

MARK SWARTZ: Hold it. 1It’s a map. You’ve got it
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i n your hand.

DANNY McCLANAHAN: Well...well, that’s what I'm

saying. The law states that you’re supposed to show all
existing wells in the scope of that plat and there’s more
than just one well not showed on this plat for T-36A. As you
can see, like he showed you before at the end of that road
there is where the well was. At the end of this road,
there’s a well. At the end of this road, there’s a well.
You know, this right here by themnot doing that it...it
helps them in making your all’s decision as to if that’s
against other people’s rights because it’s too close to the
line. 1It’s drawing more off from that line than it would be
off fromny unit.

BENNY WAMPLER: Danny, that’s why that window is

there. They have to identify any well that’s in that window.

DANNY McCLANAHAN: But they didn’t.

BENNY WAMPLER: They di d through testinony.

DANNY McCLANAHAN:  You know, they is...they is a | ot

of questions here, Benny, still...like I say, I’'ve been
through here since June trying to get this done and I’'d like
to bring that back up.

You all ordered ne into this order in the force

pooling, T-36 and S-36 in June. | have you on record as
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saying they presented maps and I’'ve got the mnutes...they
didn’t present maps. Right here is the only thing they
presented to you all at the Board on the 15th and it has got
t he percentages down. It has got nme owing all of their
property, claiming all of their gas rights and that wasn’t
right. They presented this and then they never showed no
maps. I’'m the only one that showed maps at the June 15th
hearing. I wasn’t aware...like I say, I'm not a lawyer. I
wasn’t aware I had to enter it into evidence. I thought
everything that was said here was on the record.

BENNY WAMPLER: It is on the record.

DANNY McCLANAHAN: Well, the didn’t...they did not

enter in there. Al right. They first changed the maps on
T-36A. That was the revision that they say they nade.

BENNY WAMPLER Wait just a second. Are you

finished with cross examine of Les because that’s what we
need to...we need to get that finished.

DANNY McCLANAHAN: Oh, I'm finished on that part.

Yes.

BENNY WAMPLER: Okay. And---.

DANNY McCLANAHAN: And they still...you know, |

still haven’t gotten an answer when | asked this man. They

surveyed ny property.
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BENNY WAMPLER: Well, he’s going to call him as his

next w tness.

DANNY McCLANAHAN:  Ckay.

BENNY WAMPLER: And t hen you can ask hi m questi ons.

Let me see if any of these other fol ks have questions of M.
Arrington before we nove off that.

KENNETH OSBORNE: Mr. Wampler, I’m Kenneth Osborne.

I'm one of the Linkous Horne heirs. Just to start with, not
changing the subject, but | do feel M. Md anahan is
entitled to an answer which he hasn’t...like he said, he
hasn’t got an answer yet.

KENNETH OSBORNE: I’d like to know why the

nmodi fication in this unit S 37.

LES ARRI NGTON:  S- 377

KENNETH OSBORNE:  Uh- huh.

LES ARRINGTON: | just need to flip back through ny
not es.

KENNETH OSBORNE: Al |l right.

LES ARRI NGTON: TI’ve got---.

(M. Arrington | ooks through his notes.)

LES ARRINGTON: The reason for the nodification on
T-37---.

MARK SWARTZ: S
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LES ARRINGTON: I'm sorry. S-37, was again, as we

stated in the R-37 unit. W left out the J. P. Royal and G
W G llespie Estate thinking we had a | ease on that interest

and that’s the reason it has been repooled.

KENNETH OSBORNE: So, is the plat maps right on

t hat ?

LES ARRI NGTON: Let ne | ook.

(M. Arrington | ooks through his notes.)

LES ARRI NGTON: Ckay. S-37, the actual property
locations, if that’s what your question is, is correct. The

only problemon that plat is...as M. Md anahan stated, is
the S-37 well was permtted. S-37A, I'm sorry. That well
was permitted and we just couldn’t get things worked out on
S-37A and we did permt another well, which | wll revise the
pl at and submt that.

KENNETH OSBORNE: This well, is this going to be S-

37B?

LES ARRI NGTON: Yes, sir, it is.

KENNETH OSBORNE: And this is going to reflect on

the plat map?

LES ARRINGTON: It will.

KENNETH OSBORNE: Well, this is a question | guess

a lot of people in here is answering now, or asking now, and
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it’s considered as the Pine Ridge Road. We’d like to know
who gi ve Consol or Pocahontas Partnership perm ssion to cut
the right-of-way in half and set a well in there? There was
a letter submtted to Consolidated Coal Conpany, a registered
letter, asking for an explanation of who, in fact, gave them
permssion to cut the right-of-way in half and set the well
there and they asked very nicely with a fifteen day notice
reply and it has been well over a couple of nonths and |
haven’t received any notice, any word or anything.

LES ARRI NGTON: First of all, I don’t remember the

letter; and second of all, | believe if you visited the well
S-36 and have seen what has been done there, that existing
right-of-way is open and in...and in nuch better shape than
it was. If you have a problemwth howit is open, | wll
certainly take care of it. That right-of-way is open.

KENNETH OSBORNE: That’s not the question. That'’s

not the question. Number one, I'm sure we have a receipt
where the letter was sent. But what I'm asking is who give
perm ssion to cut that right-of-way in half and put a well

t here?

LES ARRINGTON: Sir, that right-of-way is open at

this time.

KENNETH OSBORNE: That’s not question I’m asking.
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I’'m asking who give permission?

MARK SWARTZ: Well, you’re asking a question that

says who gave perm ssion to cut the right-of-way in half and
he’s telling you it’s not cut in half.

CLI FFORD OSBORNE: Excuse me. I'm Clifford Osborne.

KENNETH OSBORNE: Let ne sinplify that. Wo give

permssion to put a well there?

CLI FFORD OSBORNE: There’s a gate up on that right-

of -way. 1It’s been ordered to be taken down by the State
Pol i ce where Consol put up there and the gate is still there.

BENNY WAMPLER: Sir, you need your nane for the

record, please.

CLI FFORD CSBORNE: | did. M nane is Cifford

Gsbor ne.
BENNY WAMPLER:. Thank you, sir.

CLI FFORD OSBORNE: The State Police went up there

and took the deed to show the right-of-way belongs to us and
the gate was there and the order that they would take the
gate down. Consol put the gate up and it’s still there.

It’s locked. You cannot get through it. The gate is locked.

BENNY WAMPLER: Can you hear...can you hear any of

t hat ?

(Court Reporter indicates she is having trouble
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hearing.)

BENNY WAMPLER: You’re going to...if you’re going to

say sonething, you need to cone forward where we can get it
recor ded.

CLI FFORD CSBORNE: My nane is difford Gsborne.

BENNY WAMPLER: Let nme ask you a question. Does it

pertain to this well?

CLI FFORD OSBORNE: TIt’s on this right-of-way. It

has got the right-of-way bl ocked, our right-of-way.

MARY KEENE: There’s a well in the middle of it.

CLI FFORD OSBORNE: The well is in the right-of-way.

Down below the gas well, there’s a gate across the road.
Consol put the gate up. M sister took the deed and the
State Police up there and they ordered Consol to take the
gate down and the gate was still up and locked and that’s
about all I’ve got to say.

BENNY WAMPLER: Thank you.

RONNI E OSBORNE: I’'m Ronnie Osborne. He says

that---.

BENNY WAMPLER. We need you to cone over here. W

can’t...these are not...these microphones---.

RONNI E OSBORNE: Okay. I’m Ronnie Osborne and he

said the right-of-way is open. It is opened, but it’s moved.
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Whose property is it on now?

DANNY McCLANAHAN: That’s a valid question.

LES ARRI NGTON: The right-of-way is open. There’s

an existing right-of-way down by our well. It is open and in
better shape and the gate that he’s speaking of, I...I'm
aware of that gate. However, that is a Consolidation Coal
Conmpany problem That was done years ago.

MARY KEENE: No, it wasn’t.

CLI FFORD OSBORNE: No, it was not.

LES ARRI NGTON: We had...we had nothing...the gas

operations had nothing to do with the gate. That’s at the
bott om of the right-of-way.

CLI FFORD OSBORNE: There was a gate put up | ast

sumer .

KENNETH OSBORNE: Mr. Arrington, what I’'m asking you

is who give you...who give them perm ssion to do anythi ng

there? That’s just a simple question.

LES ARRI NGTON: We...yes, sir. And we purchased a

well site at that location fromthe surface owner of
that...of that piece...of that tract.

MARY KEENE: May | ask a question?

KENNETH OSBORNE: Who’s the surface owner?

LES ARRI NGTON: At this...Jjust a minute. I can’t
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tell you.

MARY KEENE: Ain’t we a surface owner when we own
t he right-of -way?

BENNY WAMPLER: Fol ks, let nme tell you. W
can’t..we can’t run a hearing this way. I mean, I...we want
to hear what you have to say, but we have to get...we need
to...we still can’t hear you.

MARY KEENE: I'm Mary Keene and ain’t we a surface
owner ?

BENNY WAMPLER: | can hear you. | want to expl ain.

I can hear...it’s not that I can’t hear you. It’s that they
can’t get it on record. Okay?

MARY KEENE: Well, we’re a surface owner if we own
t he road.

BENNY WAMPLER. Go ahead and state your nane.

MARY KEENE: Mary Keene. And if we don’t own the
surface, how do we own the right-of-way? That’s only simple.

FRANK STACY: M. Chairman, may |---?

MARY KEENE: And you told himhe owned the gas when

we owned the gas and don’t that cause confliction?

BENNY WAMPLER: We haven’t...we haven’t...we haven’t

told himthat at all.

MARY KEENE: Last...in June?
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BENNY WAMPLER: No. He’s a claimant.

SANDRA RI GGS: No, he’s a claimant to the gas. But

that doesn’ t---.

MARY KEENE: Well, that’s what I...that’s what I

want to find out.

SANDRA Rl GGS: There’s no determination over

owner shi p.

BENNY WAMPLER: The courts will have to determ ne
ownership just as the courts will have to determ ne who owns
t he | and.

KENNETH OSBORNE: M. Wanpl er?

BENNY WAMPLER: Yes, sir.

KENNETH OSBORNE: | think | asked a fairly

reasonabl e question. Now, for a matter of this inportancy,
mean, they should be able just to go to their records right
there and give ne a nane of who they purchased this from
mean- - - .

LES ARRI NGTON: We looked it up. I didn’t have it

right on nmy nenory there.

KENNETH OSBORNE: Ckay.

LES ARRI NGTON: It was Arlin Gsborne. W did

purchase a well site fromhim

MARK SWARTZ: It’s in the application.
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LES ARRI NGTON: And it’s in our permit application.

MARK SWARTZ: No, it’s in this pooling.

LES ARRI NGTON: And it’s in here. The surface owner

is in here. W did purchase the well site fromthem They
have a right-of-way down through there. That right-of-way is
open and | ooks a whole | ot better than what we...what it was
when we got there. | did visit that site prior to that well
being drill ed.

RONNI E OSBORNE: My poi nt was, though, it has been

moved. |t has been noved.
DANNY McCLANAHAN: Tt’s the right-of-way over there
on somebody else’s property and if the people that owned that

property wants to stop them they can stop them from using
that right-of-way because they put the well in the mddle of
the right-of -way.

BENNY WAMPLER: Let ne explain to you now. Those

are property issues, outside the jurisdiction of this Board,
just like the lease dispute. We can’t solve those for you.
The courts have to solve those kinds of disputes if you can’t
wor k t hem out anong yourself. The Board...you know, | can
sympathize with you and all of that, but we can’t solve those
ki nds of problens for you.

MARTHA WLLIAVS: My nane is Martha WIllians, Salem
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Virginia, and heir to this estate and | just want to ask M.
Arrington. Wen you do these...when you purchase these well
sites, do you not go to the courthouse and | ook up these

deeds and find out the right-of-ways and all of this thing?

LES ARRI NGTON: Yes, ma’am, we do.

MARTHA W LLI AVE: kay. Then if you did this one,

you know Arlin Gsborne did not owmn the Pine Ridge Road. |If
you have been to the G undy Courthouse |Iike we have and
pulled up this deed. So, are you saying that you went ahead
and purchased this well site fromArlin Gsborne know ngly
that he did not own it?

LES ARRI NGTON: The surface owned...is owned by

Arlin Gsborne.

MARTHA W LLI AMS: I'm talking about this 15 foot

right-of-way, the Pine Ridge, that is designated in these
deeds and naned out the Pine Ri dge Road?

MARK SWARTZ: I’'m...you know---.

MARTHA WLLIAVS: Al | want you to do is tell the

Board that you went ahead and purchased this well site,
knowi ng that it did not belong to M. Gsborne.

MARK SWARTZ: You know, we can spend the entire day

arguing title, permt issues and all of this sort of stuff.

We can spend the whole day doing it, and no offense to you
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all, but you don’t have jurisdiction over those issues. I
mean, the statute specifically---.

MARTHA W LLI AMS: That’s determined by the courts.

MARK SWARTZ: ---says that you are not to resolve

title issues. | nean, we’ve had that...we’ve come up a lot.

If they are permitting or conpliance issues here, you know,
they need to be over at the Division of Gas and GI|. | nean,
I...you know, it’s not...it’s not something you can do
anyt hi ng about.

MARTHA WLLI AVMS: W can spend years com ng down

here having you change these maps every tine we cone to get a
force pooling because there’s a disagreement over the
boundaries. We don’t have that time. We’re taking days off
from work. We need to get this settled and we’re kind of
tired of driving dowmn here. This is like a two and a half
hour drive each way.

BENNY WAMPLER: Ma’am, the proposal before the Board

has been here that they can’t resolve the title. Therefore,
they’re asking to pool all interest so that all of the
interest is in there. And then---.

MARTHA W LLI AMS: That’s true, Mr. Wampler.

BENNY WAMPLER: Ckay. So, you under...l want to

make sure you understood that.
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KENNETH OSBORNE: Okay. Mr. Wampler, that’s to pool

all interest in the force pooling, right?

BENNY WAMPLER: Yes.

KENNETH OSBORNE: That neans escrow account ?

BENNY WAMPLER: That’s right.

KENNETH OSBORNE: And t hat nmeans deposit X anmount of

doll ars into escrow account ?

BENNY WAMPLER: Right. The proceeds fromthe well.

KENNETH OSBORNE: I’ve...yes, sir. I’ve been having

a little trouble. I mean, I’ve been probably three months
now trying to get an accurate figure on these escrow accounts
and as of right now, the accurate figure I have is zero. |
just...I don’t understand if they’re making deposits in these
escrow accounts, then where is the noney?

BENNY WAMPLER: Wel |, if you have specific wells

that you’re interested in, I think we certainly...if there’s
money on deposit and it’s a producing well, we can get access
to those records.

KENNETH OCSBORNE: | think we went that route,

haven’t we, Mr. Wilson?

BOB WLSON: Yes. We inquired about Mr. Osborne’s

interest...I’'m not certain of the date. It was probably

about a nonth and a half ago the last tine we inquired about
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that and at that tine the balance in that account was zero.

BENNY WAMPLER. Ckay. M. Arrington, do you want

to---7?

LES ARRI NGTON: Yes, sir. That noney is in suspense

awai ting a final nunber...percentage nunber to be put on
deposit with these supplenental orders and we do have the
money. But, you know, I...we can’t...we don’t know what
nunber to use. So...now, we do have a set of nunbers here to
use now and it will be put on deposit just as soon as we have
an order to deposit it wth.

BENNY WAMPLER: Do you understand that?

KENNETH OSBORNE: No, sir, I don’t.

LES ARRI NGTON: Sure. There has been so many

percentages that...at this...and I think it’s only S-36. It
may be T-36 also. S-36 | can speak to. That noney is
suspended, awaiting a final supplenental order to be drafted
and given to the bank; and once that’s done, then whatever
money we’ve had in suspense will be deposited with the bank.

SANDRA RIGGS: In order to calculate the royalty,

they need to tie down these percentage interests because they
don’t know what percentage interest to deposit in that
because this is in the process of being anended. Wth those

changing, they can’t tie down the numbers. Do you see what
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I’'m saying? They’re waiting for this order and this

addi tional work that has been done here in order to be able
to apply that and conme up with the dollar anount that needs
to go on deposit.

BENNY WAMPLER: Okay. You had a question.

FRANK STACY: Yes, sir. Mr. Chairman, I’m Frank

Stacy. I’'m here on behalf of some of the Linkous Horne
heirs. |If need be, there is several Linkous Horne heirs
here. As a matter of fact, I’d go as far as saying everyone
mentioned on the docket. | do have a couple of questions I
would like to address with the applicants. The nonies that
you’ve not submitted, you say you’re going to submit. There
has been no noney submtted so far, is that correct?

LES ARRI NGTON: That’s correct. There hasn’t been.

FRANK STACY: Ckay.

LES ARRI NGTON: Just as soon as this order is

entered, we’ll do that.

FRANK STACY: Ckay. And interest on the nonies, |

assume they’re going to come on line with it? That’s a
questi on.

LES ARRI NGTON: That noney is in a suspense account.

I don’t know the exact particulars about that account.

FRANK STACY: Ckay. Wio is controlling the noney
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currently?

LES ARRI NGTON: In this case, it’s ConocO, our

part ner.

FRANK STACY: Ckay. So, in other words, the

applicant is using the noney currently thensel ves that should
be in escrow?

LES ARRI NGTON: That nobney is in a suspense account.

No, sir, it’s not being used.

FRANK STACY: Ckay. And you...you have sone records

to showthat it is in a suspense account? Could you give us
a dollar figure, please?

LES ARRI NGTON: No, sir, I can’t. I don’t...I

certainly wouldn’t have that with me.

FRANK STACY. Ckay. Okay. So, no idea on the

escrow anount? On which permts have you all nade

nmodi fications in relation to, for clarificationif I my, S
36, T-36, S-37, and T-37? | understood that you nade sone
nmodi fications. Wiich particular permts were nodified?

LES ARRI NGTON: Permts---7?

FRANK STACY: Okay. I'm sorry. The applications

that you’ve submitted.

LES ARRI NGTON: Are you tal king about the pooling

t hat we done?
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FRANK STACY: Yes, sir, on the pooling.

LES ARRI NGTON: Okay. We have nodified...we have

nmodified the S and T-36 on, | believe, this is our first
occasi on. M. MO anahan nodified it on the first occasion.
And R ..the other ones once, with the exception of R 37.

FRANK STACY: Ckay. Has everybody been notified of

the nodifications and have they been advertised?

LES ARRI NGTON: Yes, sir, they have.

FRANK STACY: Ckay. Have they been advertised with

the nodifications?

LES ARRI NGTON: They have.

FRANK STACY: Including the |ines you just showed to

the Board that had been npbved, that has been adverti sed?

LES ARRINGTON: It certainly has. It was---.

FRANK STACY: It’s not on the map that I have, is

that correct?

LES ARRI NGTON: That’s correct, it is not. On S and

T-36, that’s correct.

FRANK STACY: Okay. Now, I’'m confused. If the

Li nkous Horne heirs have been notified that it has been
changed, yet it’s not on the dockets we have, how did you
notify us---?

LES ARRI NGTON: We- - -.
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FRANK STACY: ---that the |ine was changed?

LES ARRI NGTON: W...we noticed that there was a

nodi fication being made to the S and T-36.

FRANK STACY: Ckay. You noticed it, but you

notified, you said, and I haven’t seen the notification.
That’s what I’'m not sure of.

LES ARRI NGTON: The publication was part of

our...the publication is S and T-36, that was part of the
exhibits that was presented to the Board and you’re certainly

wel cone to those.

BENNY WAMPLER: | think he has copies.

FRANK STACY: Pardon ne?

BENNY WAMPLER: You have copies. That’s what they
gave you

FRANK STACY: No...| do?

BENNY WAMPLER: I don’t know. I’m asking you.
Didn’t...I thought he gave you a copy of what he gave the

Boar d.
LES ARRI NGTON: That’s...that’s part of...I’'m sorry.
I wasn’t...
FRANK STACY: Okay. So, we’re just now receiving
this, or I should already have this? I’m sorry.

DANNY McCLANAHAN: Yeah, this is the sanme thing we
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got .
LES ARRI NGTON: No, sir.

MARK SWARTZ: He shoul d al ready have the plat.

FRANK STACY: Pardon me?

LES ARRI NGTON: He has got the initial plat, Mark.

MARK SWARTZ: Ri ght .

LES ARRI NGTON: Yeah.

MARK SWARTZ: It shows a different |ine.

LES ARRI NGTON: It shows a different |ine.

FRANK STACY: Ckay. He has the initial...this is

the nodification, is that correct, sir?

LES ARRI NGTON: Now, that is the line...the

map...the line that’s shown on the map is the...is the middle
line on the exhibits there that you...that | just gave you.

FRANK STACY: That you just gave ne?

LES ARRI NGTON: Yes, sir.

FRANK STACY: Al right. And you have advertised it

in the paper with the changes? 1Is that what you’re saying?

LES ARRI NGTON: W advertised that |ine---.

FRANK STACY: That’s on this?

LES ARRI NGTON: What | advertised in the paper---.

FRANK STACY: |s on the previous?

LES ARRI NGTON: ---was this unit being...comng up
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for a nodification, T-36 and S-36.

FRANK STACY: All right.

LES ARRI NGTON: That plat was not published.

FRANK STACY: I’'m asking the Board if you modify...l

know in the coal fields. I'm not sure in the o0il and gas.
If you modify an application, don’t you have to readvertise
that there’s an amendment or a modification to the
application?

BENNY WAMPLER: That’s what they’ve done.

They...they advertised that they were going to cone---.

FRANK STACY: Ckay.

BENNY WAMPLER: ---to the Board and nmke a

nmodi fi cati on.

SANDRA RI GGS: For that drilling unit.

BENNY WAMPLER. For that drilling unit.

SANDRA RI GGS: That 80 acre drilling unit. You’re

tal ki ng about individual tract lines within the drilling
unit.

FRANK STACY: Right. They’re saying they’re

changing the tract line now, is that correct---7?

SANDRA RI GGS: Wl | ---.

FRANK STACY: ---if | understood M. Swartz? He

was showi ng you that they were noving the tract |ines.
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MARK SWARTZ: Actually, what we’re saying is, we

don’t know where the line is and we’re show...we’re showing
you the options that we have been presented with and
suggesting that it needs to be escrowed. So, I'm not moving
a line. I'm telling you I don’t know where that |ine should
be.

FRANK STACY: Well, sir, | guess, ny questionis, if

don’t know the facts of where the line is which could be
certified...l nean, surveyed and certified, how can you put
inawll with an accurate | ocation and how can you go ahead
and escrow the nonies into an account if you keep adjusting
the line and not submtting surveyed...certified surveys?

You can hold the escrow noneys as |long as you want to, to use
yourself to put into future operations. So, it’s unfair to
the heirs for you not to submt certified mps and not to
designate the | ocations and not to escrow the noney as soon
as you receive it.

MARK SWARTZ: Ckay. |Is that a question or a---?

FRANK STACY: Yes, sir, that’s a question.

MARK SWARTZ: Okay. I’11 take it---.

FRANK STACY: Can you submt certified maps and do

you submt certified nmaps---7?

MARK SWARTZ: I’11 take...I’ll take it in pieces.
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FRANK STACY: All right, sir.

MARK SWARTZ: As | have said over and over again, we

cannot certify that western line of the MO anahan tract for
the reasons set forth in the addendum It needs to be
settled by a lawsuit or an agreenent between the parties on
either side of that line. | have no power to neke that
happen. So, I cannot certify that line because we don’t know
where it is. |If that line dispute needs to be resolved, it
needs to be resolved by the property owners. I don’t have
control of that.

Wth regard to the noney, the production allocated
to this unit is an identifiable nunber. Once we have an
order fromthe Board that quantifies the percentages, because
we’ re adding the Royals here...Gillespie here, the money is
determ ned, the escrow agent will get an order saying accept
money with regard to this tract and it can be paid regardl ess
of where that line is. | think that’s the collection of
questions you asked and that’s my answer.

FRANK STACY: The only question | have, and not

directly a question for the Board, but | want you to take it
into consideration in your decision. If they don’t know
where the lines are at and they’re not sure who owns it, but

they’re wanting to pool it, the Board has no way of knowing
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that the proper people are here to defend thensel ves.
nmean- - - .

SANDRA RI GGS: They know who the owner on this side

is and the owner on this side is and both of those people
have been naned as a party to these proceedi ngs. They just

don’t know which way it shifts.

DANNY McCLANAHAN: No, ma’am, they haven’t. The

Stilwell heirs on the western boundary is not here. They
weren’t added into this.

(M. Swartz and M. Arrington confer with each

ot her.)

SANDRA RI GGS: They’re leased.

MARK SWARTZ: W have a | ease.

DANNY McCLANAHAN: Well, if they’re leased, though,
how can...you know, if they’re leased, it wouldn’t matter
where my line is. He’s saying that I'm...I'm in conflict

with the Stilwell heirs as to that line on the western
boundary of my property when they’ve already leased. So, it

really don’t matter to them. They surveyed that out and---.

MARK SWARTZ: It matters to the Stilwells.

DANNY M CLANAHAN: Yes, sir. It would be on the

western part of ny property line, the Stilwells do own that

property on that side and your argunent is, you know, that
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we’ve got to come to a decision as to that and you all have
already surveyed it. You know, they’ve already leased to
you.

MARK SWARTZ: But that doesn’t determine what part

of the money they’re entitled to vis a vis you and your
clainms. | nean, the fact that we have a | ease fromthemis
why they’re not here because we don’t have to force pool
peopl e we have | eases from, but that doesn’t mean that they
don’t have, you know, money at stake here with regard to the
| ocation of this line.

DANNY McCLANAHAN: Well, that’s also another concern

of mine. I’'d like to know how you can lease property off of
sonebody that Hurt/MGCuire already clainms he owmns the gas
rights on? That’s the reason there’s a conflicting claim and

you’ re unable to pool that.

MARK SWARTZ: Actually, Hurt/MQuire clainms they own

t he coal

DANNY McCLANAHAN: Well, who is the conflicting

claimant on the gas then, why they got all of the people down
there on conflicting clains in that...those orders, the
Stilwell heirs, M. Linkous Horne heirs, ne, nyself, Mtchel
Counts and them...how come they can do that if there’s not a

conflicting clain? Wo is the conflicting claimnt over al
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of this? Hurt/MCire.

MARK SWARTZ: Well, I'm telling you, we'’re

identifying themas a coal owner

DANNY McCLANAHAN: Well, who...that’s what I'm

asking you, Mark. Is who is the conflicting claimant? |If
there’s nobody else conflicting, the Stilwells own their gas,
t he Li nkous Horne owns their gas and Mtchell Counts and them
owns their gas. Wo is the conflicting claimants?

MARK SWARTZ: The problemis that if sonebody owns

all the coal, or takes the position that they own all of the
coal, and other...a collection of other people contend they
own the oil and gas, all of that noney is in conflict. All

of that is a conflicting claim The winkle here in regard
to these units is the Linkous Horne heirs claimthat they own
your gas. You claimyou own their gas.

DANNY McCLANAHAN: Yeah, but what...I’'m...that’s not

what | questioned you.

MARK SWARTZ: Well, I'm just answering your

question. But what the problemhere is and the responses |
think you were indicate...you did say that the McQuire and
Hurt heirs were claiming oil and gas and they’re not. I
mean, their interest is shown as a coal...a coal owner.

There’s an argument between them and Linkous Horne heirs as
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to who owns the coal. There’s an argument between a whole
bunch of folks here with regard to the oil and gas i nterest
and that puts all of this noney in conflict.

DANNY McCLANAHAN: My question is, though, the coal

owner...that’s the reason you all are being able to force
pool this is because the coal owner clains the rights to the
gas and oil nore or less. You all are not depicting it in
her e.

MARK SWARTZ: Well, we al so have | eases from ot her

oil and gas owners.

DANNY McCLANAHAN: Well, that’s what I asked you.

How can...if they’re in conflicting claims...it shows right
there in the papers, how can they lease something that we’re
not showi ng who owns the property, who owns the gas rights?

MARK SWARTZ: |f you have a claim you can | ease

that claim

BENNY WAMPLER: It’s just like you would be able to

| ease---.

DANNY McCLANAHAN: Well, how could...how could...I'm

claimng it. Wat would they do if | claimit and I...]
elect to be a participating operator on a carried basis?
Wul d they take ny percentage on the carried basis and escrow

that until it’s decided?
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MARK SWARTZ: Ri ght. That’s correct.

SANDRA RI GGS:  Un- huh.

BENNY WAMPLER: Yes. That’s right. That’s what has
to be because there’s no determine...no determination of
owner shi p.

DANNY McCLANAHAN: Well, on this...on the...on
listing me as a conflicting claimant, I’d like to enter into
evidence T-36, the first well in that unit.

SANDRA RI GGS: Are we through with---?

BENNY WAMPLER: Let ne...let ne hold you because he
has. .. he has got another witness to call. Ckay.

DANNY McCLANAHAN: Oh, okay.

(Ms. Riggs confers with M. Wanpler.)

BENNY WAMPLER: Yeah, I'm...as I said, I'm going to
let you all...if you have a case to put on, I'm going to let
you do that.

DANNY McCLANAHAN: Ckay. Go ahead.

BENNY WAMPLER: But I’'m...I'm trying to finish with
this witness and then we’ll go to the next to the next

witness and then we’ll listen you have a case to put on.
Ckay.

MARTHA W LLI AMS: I'm Martha Williams and I would

just like to clear one thing up. You can look it up in the
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records, Mr. Arrington or Mr. Swartz, we don’t claim the
rights to the coal. The Linkous Horne heirs, we have
not...there’s no place in these records that I have that we
have listed coal and gas...nethane gas, coal bed and so on.

We have no place in any of these packets that | have that we

claimthe coal. Mybe | have overlooked it. I don’t see
well. You know, if you have, if you would point that out to
ne.

MARK SWARTZ: I’ve been permitting hearings before

M. Fulnmer over at the Division of Gas and G| where the
Linkous Horne heirs have said they don’t believe Hurt/McQuire
owns the coal over, over and over again. So, that’s where
it’s coming from.

MARTHA W LLI AMS: Well, you didn’t write that in the

packets that you sent to ny house.

RI CHARD OSBORNE: Well, I'm Richard Osborne and you

haven’t proved that to us yet that we don’t own it.

MARK SWARTZ: That’s the basis for the statement I

made.

BENNY WAMPLER: See, that’s why it is all being
escrowed. I mean, that’s exactly why it needs to---.

RI CHARD OSBORNE: That’s the whole point. That’s the
whol e poi nt.
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BENNY WAMPLER: Ckay.

RI CHARD OSBORNE: Okay. Why can’t these fellows

right here come up with the....who did they lease it from
when they leased it and let us know when...I...they ain’t
proved nothing to ne.

MARK SWARTZ: Because---.

MARTHA W LLI AMS: Or shouldn’t we be written in

t hese packets as maybe potential coal owners or...or
claimants or so on like Danny is to the gas?

SANDRA RI GGS: You’re already listed as a claimant

to the coalbed methane gas and that’s what’s---.

MARTHA W LLIAMS: I'm talking about the coal. We'’re

not tal king about the coal bed net hane.

SANDRA RI GGS: Well, this Board doesn’t regulate the
coal. It only...we’re only talking about coalbed methane gas
and you’re already---.

DANNY McCLANAHAN:  And gas.

FRANK STACY: G| and gas.

SANDRA RI GGS: ---listed as a claimant to the

coal bed net hane gas.

MARTHA W LLI AMS: So, then when M. Swartz nekes

this statenent, he should delete the coal? |Is that what

you’ re saying?
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SANDRA RI GGS: Coal owners and gas and oil owners

are potential claimants to coal bed nethane. So, you Ilist
bot h.

MARTHA W LLI AMS: But you’re saying that you have no

control over the coal. So, then when M. Swartz nakes the
statenent, he should just delete the coal and say the gas and
oil.

SANDRA RI GGS: When you’re named in a pooling

application, you’re named as a claimant to the coalbed
met hane gas regardl ess of whether you do it as a coal owner
or as a gas owner.

CLYDE KING This Board only hears for gas and oil

MARTHA W LLI AMS: Okay. That’s my...that’s my

answer. So, then what you’re saying is M. Swartz should
just delete the word coal

MARK SWARTZ: What ever.

MARTHA W LLI AMS: Ckay.

SANDRA RI GGS: No. No, that’s not what I'm saying.

RI CHARD OCSBORNE: And | feel like we need to delete

t he word coal bed net hane.

SANDRA RI GGS: The statute sets out---.

RI CHARD OSBORNE: It’s a natural gas.

SANDRA RI GGS: Well, that’s set by statute. That’s
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not up to Mr. Swartz. The gas and oil act says we don’t know
who owns coal bed net hane gas. There has not been a court
decision. Until that decision is nmade, we’re going to name
all potential claimants and that includes gas owners and coa
owners and if they’re in conflict, the money will be escrowed
to protect those rights until they go into Court and prove
what it is they own and that’s why this Board does not have
jurisdiction to make these ownership decisions. You’re going
to have to take that issue to a Court of conpetent
jurisdiction and that’s the Circuit Court in the county where
the property is located. Then when you get that Court order
and cone here and prove that you own either the coal or the
gas and that that ownership prevails over coal bed net hane,
this Board will disburse the money that it’s holding to the
proper property. But this Board cannot deci de who that

proper party is.

RONNI E OSBORNE: But it can decide that the noney

wll be put in the bank instead of zero (inaudible).

SANDRA RI GGS: Exactly. That it can do. As we get

t he---.

RONNI E OSBORNE: We don’t know where the money is

at. How can they disburse it?

RI CHARD OSBORNE: That’s it. They don’t know where
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the money is at. They don’t have no figures.

BENNY WAMPLER: Wel |, the noney will be noved into

escrow whenever the Board issues an order. This has been a
di sputed order for alnbst a year now.

MARY KEENE: May | speak once again? |If they’ve got

one deed telling themthey own the coal and they know they
own the coal by that one deed, and we got one deed that tells
us we own this gas and all of this mnerals, then that deed
is as good as their deed.

SANDRA RIGGS: Well, | think, you go back and

exam ne- - -.

MARY KEENE: Wt hout us having to go to court.

SANDRA RI GGS: No, you examine the chain of title to

see whose conveyance takes priority.

DANNY McCLANAHAN: That’s right.

MARY KEENE: See, they can take the coal w thout

taking us to Court. They can take---.

SANDRA RI GGS: Well, you can take themto court.

MARK KEENE: ---gas without taking us to court.

SANDRA RI GGS: If you don’t think they own it, you

can take themto court.

MARY KEENE: Well, we know that they don’t own it

and they know they don’t own it.
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SANDRA RI GGS: Well, then you need to go into court

to prove that is all we’re saying here.

MARY KEENE: And then that other little thing

you’uns talking about who pumped the gas. See, when
you’re...you’re borderline like they was talking about the
line, the papers plainly tells you they pull 80 acres of
minerals out of that grounds. Okay. If they’re right on the
line, they’re going to pull 40 acres off of the Stilwell
heirs and they’re going to pull 40 acres of gas off of the
Horne heirs. 1Is that the way that goes when they’re right on
the |ine?

SANDRA RI GGS: That’s reg...that’s regulated by the

field rules.

DANNY McCLANAHAN: Spaci ng.

SANDRA RI GGS: The field rules...well, spacing has

been superseded in the OCakwood by the Oakwood | and Gakwood
Il Field Rules. So, you look to the Field Rules for those
...for those spacing requirenents.

DANNY McCLANAHAN: So, it allows themto put it

within a 150 feet of the boundary lines on either?

SANDRA RI GGS: 300 feet unless they have an

exception and they have to apply for that exception.

DANNY McCLANAHAN: Wel |, when they apply for an
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exception |like that, do they have to notify---?

SANDRA RI GGS: That’s through the permit.

DANNY McCLANAHAN: - --everybody?

SANDRA RI GGS: That’s through the permit and

everybody gets notice of that permt application through the
permtting process.

KENNETH OSBORNE: M. Wanpl er?

BENNY WAMPLER: Yes, sir.

KENNETH OSBORNE: I'm sorry. I have to go back to

this escrow account still again.

BENNY WAMPLER: That’s all right.

KENNETH OSBORNE: But...okay. You’re saying...or

they’re saying before money can be put into that account,
there has to be what fromthe Board?

BENNY WAMPLER: They need an order, a supplenenta

order...we’ll have to have an order pending today’s hearing

deci si on.

DANNY McCLANAHAN: Ri ght .

KENNETH OSBORNE: Un- huh.

BENNY WAMPLER: There has to be an order. Foll ow ng
that, there will be an supplenental order that will order

t hat noney...order the escrow agent to establish the account

and the noney noved into it.
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KENNETH OSBORNE: Okay. Is what I’'m understanding

right now, as of this tinme, there has not been any
suppl enental ...supplenentary order on any of these wells at
this tinme?

LES ARRI NGTON: There has been sone suppl enent al

orders issued. However, we know that the interest in that
was subject to change due to this boundary dispute. W went
ahead and...well, | did that. | suspended that noney so it
wouldn’t go in there as a wrong amount...as a wrong amount.
I didn’t...if you would like, we’ll put it in on the old
anount...on the old interest.

KENNETH CSBORNE: I n other words...in other words,

we’re back to...back to...back to---.

FRANK STACY: Square one.

KENNETH OSBORNE: ---no noney is in the account,
right?

LES ARRI NGTON: To my knowledge, there’s not and
it’s due to this ongoing conflict.

RI CHARD OSBORNE: Wl |, how do we know that you

ain’t going to pocket some of our money.

LES ARRINGTON: Sir, if you want---.

MARK SWARTZ: You don’t need to respond to that.

FRANK STACY: M. Chairman, if | may?
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RI CHARD OSBORNE: | would |i ke you to answer that

guestion. How are we going to know that?

FRANK STACY: In regard to this, if they have a

suppl enental order to put the noney in to escrow, they have a
choi ce of whether or not to submt the noney, is that---?

CLYDE KI NG No.

FRANK STACY: Ckay.

BENNY WAMPLER: That’s a violation of the Board

or der.

FRANK STACY; So, did | understand himto say that

they were currently violating that order?

BENNY WAMPLER: That seened to be what he said.

FRANK STACY. Ckay, sir.

KENNETH OSBORNE: Yes.

FRANK STACY: | just wanted to nake sure.

LES ARRI NGTON: Well, I...you know, if you al

ordered ne to go ahead and have themto start doing it on
that | ast supplenental order, we can do that.

BENNY WAMPLER: | think we did. | think we already

did that with that order.

LES ARRI NGTON: Ckay. Ckay.

KENNETH OSBORNE: Well, if you don’t mind me asking,

does that order pertain to which unit, if you...if you know?
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DANNY McCLANAHAN: T-36 and S-37.

BENNY WAMPLER: I don’t know without research.

BOB WLSON: One of the units to you.

BENNY WAMPLER: It’s certainly a matter of record.

| can say that.

FRANK STACY: M. Chairnan, | would ask---.

BENNY WAMPLER: But we’ll check...we’ll check all

four of these and we’ll follow up on that.

KENNETH OSBORNE: |s...is there a particular tinme

limt as to when a well goes into operation to the tine that
it comes up in front of the Board for the noney to be ordered
to go into escrow account, and then a tinme limt fromthat
order to when they’re supposed to put it in an account and

produce? Can | get the tinme limt?

SANDRA RI GGS: It’s all set out in the pooling
or der.

BENNY WAMPLER: It will be right in the order
itself.

KENNETH OSBORNE: \What does a particul ar order
dictate now as far as the tinme el enent?

SANDRA RI GGS: Once the pooling order is entered,

the parties have thirty days fromthe tinme of recording

within which to make their el ections; and you have the four
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el ections...three elections, you know, to participate, be
carried, sell or lease. Then, once the elections are nade,
the operator will file an affidavit with the Board, and in
that affidavit, they certify who made what el ections. And
that’s how you tie down who within the unit of the claimants
are participating, who is carrying, who is | eased, who is
deened to be | eased, and then you know who the worKki ng
interests are versus the royalty interest. At that point,
that final...that supplenental order will also reflect the
percentage interest that Les is tal king about, which then

di ctates how nmuch noney goes into the account. So the escrow
agent knows how much of what’s being deposited for that unit
belongs to the individual tracts within that unit. And what
he’s saying is because that boundary keeps moving, those
percentages keep moving and they can’t tell the escrow agent
of the noney for this unit, x-dollars belongs to this tract,
t hese particul ar owners---.

DANNY McCLANAHAN: Until we get it settled.

SANDRA RI GGS: ---because that keeps shifting

around. Do you see what I'm saying-?
Then once that happens, they have a hundred and
twenty...I think it’s a hundred...there’s a copy of the

proposed order attached right to the application.
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KENNETH OSBORNE: A hundred and twenty days.

SANDRA RI GGS: A hundred and twenty days fromthat,
then, to...provided the well is in production and there’s
nmoney to be escrowed.

KENNETH OSBORNE: Like I said, we’re not lawyers,
okay, so at this point right now, | nean, what action should
be taken to stop this...I'm just going to refer to it as the
bounci ng of the boundary |line? | nean, what actions can
be---7?

BENNY WAMPLER: Well, what they’re proposing today
is to stop that by pooling everybody and bringing it in, and
then the order...they’re asking the Board to approve an order
t hat goes ahead and says, okay, we have a boundary dispute

here. We can’t resolve it, therefore, we’re asking you to

i ncl ude everybody there and it would go into escrow until
such tinme as that boundary dispute is resolved. Wenever
that is resolved, that noney can cone out of escrow, if that
and the conflicting claimcan be resol ved.

KENNETH OSBORNE: The question I'm asking is, what

is the steps to take to resolve this boundary dispute? |
mean, does that have to be taken in front of---7?

BENNY WAMPLER: That wi ||l be sonething that you al

coul d resol ve.
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SANDRA RIGGS: You all need to sit down and wor k out

an agreement with an agreed line, or you’re going to have to
[itigate.

DANNY McCLANAHAN: Our line is not in dispute. It’s

between the Stilwells and nysel f.

SANDRA RI GGS: Ckay. \Who...wherever that dispute

DANNY McCLANAHAN: As far as the |line goes right

now, I’'m in no disagreement with this line that they show

her e.
BENNY WAMPLER: Ckay.
DANNY McCLANAHAN: And they didn’t survey, they say.
| went down there and | wal ked step by step with them and
they did survey ny property, you know. I’m in agreement with

the western boundary line and the other line at the top now,
you know. There’s no dispute over that as far as that’s
concerned. | nean, you all can conclude that now. | nean,
I'm in agreement with the way you all drawed that map up.

MARK SWARTZ: This doesn’t necessarily resolve it,

though, because I don’t have the same thing from the
Stilwells.

BENNY WAMPLER: W under stand t hat.

KENNETH OSBORNE: |f the dispute, or whatever,
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between M. M anahan and the Stilwells, and it doesn’t
involve us. | nmean, you know, who is to step in for us and
say okay, look, this doesn’t involve them. These two parties
need to situate this, and...because what I’'m saying, that is
the hold up on the money that’s supposed to go in the escrow
account for us because of this issue.

SANDRA RIGGS: |Is the whol e account...the whol e unit

is being suspended? 1Is that what you’re saying?

DANNY McCLANAHAN: Well, how come they didn’t call

the Stilwell people over here today then when that |ine
says...that line is in question? How come they didn’t give
notice to the Stilwell people?

BENNY WAMPLER: They’re under lease.

DANNY McCLANAHAN: Well, if they’re under lease,

they shouldn’t...I'm okay with this, they should be okay with
that line. I’m not---.

SANDRA Rl GGS: But the Board can’t---.

DANNY McCLANAHAN:  ---in dispute with the

Stilwells.

SANDRA RI GGS: The Board can’t adjudicate that. It

has no jurisdiction over this property boundary.

DANNY McCLANAHAN: TI’'m not asking you all to. I'm

not arguing with the stilwells. I’m arguing with Pocahontas
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Gas Partnership.

BENNY WAMPLER. To answer your question, that noney

needs to go into the account, into the escrow account.

KENNETH OCSBORNE: Yes, sir.

BENNY WAMPLER: Wt hout questi on, okay.

KENNETH OSBORNE: Okay. And without stirring

anymore up that’s already going, is there any kind of penalty
that goes along with where they haven’t had the money in
there, any kind of back...what would be interest, or

anyt hing, that goes along with that where the noney...the way
| see it, if the noney is in this escrow account, this is...

if I'm not mistaken, this is the interest bearing account,

right?

BENNY WAMPLER: Unh- huh.

KENNETH OSBORNE: Now, let’s say that money should
have been in there six months ago, a year ago, we’re looking

at a year of interest lost. Nowis there anything---?

BENNY WAMPLER: 1’11 go ahead and tell you it’s my

opi nion that they should deposit that noney with the interest
that that noney woul d have ear ned.

KENNETH OSBORNE: Thank you, sir.

CITIZEN: It’s in suspension, right?

BENNY WAMPLER: Yes, ma’am?
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SHELBY DESKINS: My nane is Shel by Deskins and ny

father-in-law owns his land. I mean, there’s no...he owns
land and I own, and he’s been told that they’re putting money
in the bank for him because he’s the only one owns it, but
he’s not been able to find it. His name is Roscoe Deskins.
Can they tell me where his’un’s at?

BENNY WAMPLER: Well, now, M. Wlson will be able

to work with you if you give himyour phone nunber when we
finish here today and identify that, if it’s in this part or
wherever it is, if it’s part of this or what have you. He’ll

be able to identify that for you

SHELBY DESKI NS: Ckay.
BENNY WAMPLER: Thank you. Ckay, call your next
W t ness.
MARK SWARTZ: I’ve got one question for Les.
LES ARRI NGTON
QUESTI ONS BY MR SWARTZ:

Q Are there different requirenents for wel
plats in the permtting process than there are for plats in

t he pooling process?
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A

Q
A

On our...yes, there is.
That’s all I wanted to know.

Ckay.

MARK SWARTZ: My next wtness will be David Ml er

havi ng been duly

foll ows:

QUESTI ONS BY MR

DAVID M LLER

sworn, was exam ned and testified as

DI RECT EXAM NATI ON

SWARTZ:

Q You’ve been sworn?

A Yes.

Q Coul d you state your nane?

A David M| er.

Q Who do you work for?

A Aut hori zed Land Surveyi ng and Engi neeri ng.

Q Ckay. Do you work under contract with
Consol, Inc. and Pocahontas Gas Partnership?

A Yes.

Q Did you prepare a map that’s been submitted
to the Board today that shows a |ine, or several lines of the

McCl anahan tract

on the ground?

and sone things that you were able to find
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A Yes, | did.

Q Ckay. D d you also assist in preparing the
addendumto the plats to T-36, or assist by providing
information that was used in the preparation of the addendum
to the plats that were filed today concerning T-36 and S-367

A Yes, | did.

Q When we look at the plat, let’s take...let’s
take T-36, it shows three lines for the western boundary,
correct?

A Yes, it does.

Q Did you...were you...have you been invol ved
in this mapping and platting of the Mcd anahan tract fromthe
very begi nni ng?

A Yes, | have.

Q What’s the problem with the line, the
western line, or the MO anahan tract lines, that nmakes it so
difficult to pinit down?

A The deed description is a very vague and

general description that has no netes and bounds.

Q Is it possible to plat the deed description?
A No, it’s not.
Q So it doesn’t have calls and directions and

di st ances?
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A No, it doesn’t.

BENNY WAMPLER: Mark, |let nme stop you a second.

Folks, we’ve got...there’s noise going on and it’s very
difficult for the lady to transcribe for us. Try to
cooperate with us on that, please.

MASON BRENT: Mr. Chairman, I’m having a hard time

hearing because there’s a lot of communication going over
here. So, if you all would, please be quiet so | can hear
t he testinony.

RONNI E OSBORNE: I didn’t think I was talking that

| oud.

BENNY WAMPLER: Go ahead.

Q The first...the line that is furthest to the
West in T-36, and I’'11 color that blue. The furthest line to
the West, is that the initial boundary |line that was
est abl i shed?

A Yes, it was.

Q Can you tell the Board how t hat was
est abl i shed?

A After reading the deed description, it was
very vague. I went to Mr. McClanahan’s house on the...in the
first stage and net with him | asked hi mabout the property

and ny understanding was that the property went up...his
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property is in the forks of the holl ow

DANNY McCLANAHAN: That’s exactly right.

A My understanding at that tine was it goes up
one fork to the back |line and then cones down the other fork.
That’s the way I understood it and that’s the way I depicted
it on the map.

Q Did you have a conversation with M.
Mcd anahan back in 1997, roughly---?

A No.

Q ---where he told you where he believed this
western |ine was | ocated?

A That’s what...that’s they way I understood
himto say, that it went up the hollow to the back I|ine.

Q As drawn on the map for T-36 that was
submtted today, the westernnost |line, was that where M.
Mcd anahan, back in 1997, indicated to you he believed his
property line to be?

A That’s the way I understood it.

Q What happened subsequently that caused you
to question whether or not that’s where the line should be?

A We had a dispute of the property owner on
the South side of the property and we found a Locust tree

t hat had been nmarked, that the property owners were cl ai mng
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as a corner, and we found a fence |line |eading fromthat

Locust tree, going down the spur.

Q Ckay. |If we ook at the westernnost |ine

that I’'ve colored blue here, that intersects a tract 2-B,

correct?

A Ri ght .

Q And was finding...did finding this Locust

in

the other property issues and the fence |line cause you to

believe that the line should be noved to the east?

A Yes, it did.
Q To where the easternnost line is?
A Yes, it did.
Q I’ve put an X here, is that where

the | ocust that you thought m ght be a corner?

A Yes, it is.

Q And if---.

A Yes.

Q And at that point, did you try to

corner work with the deed descriptions?

A Yes, we did.

Q And was that what generated, what
the eastern line?

A. Yes, it is.
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Q During this period of tinme, from 1997 up
until the present, were you able to get on Mr. McClanahan’s
property to do a survey, or to take...do a field survey with
a survey crew?

A Until recently, it was ny understandi ng that
he didn’t want anybody on the property.

Q When was the first tine you were able to get
on himproperty with a survey crew?

A Cct ober the 8th, 1999.

So, about a nonth ago?

A Ri ght .

Q Were you with that survey crew?

A Yes, | was.

Q And did they do a survey in the sense of

mappi ng and certifying a survey, or did they do sonething
called a field survey?

A We did a field survey.

Q Could you use this map that you’ve prepared,
and we’ve passed around today, to describe to the Board what
you did and what you found, and how you’ve established the
line that has a dog | eg?

A | met with M. MO anahan on the 8th, and

M. Arrington. M. Mdanahan and I and M. Arrington wal ked
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this western line, and we got ideas fromboth parties on what
we should | ocate and how things should | ook. M. M anahan
hel ped point out sone trees and sone corners, and we | ocated
fence lines and trees and corners. And based on that
information, that’s how we came up with the map that you see
in front of you.

Q And the points that you were able to | ocate
on the ground that you felt were relevant to the line are
depicted on this map?

A Yes, they are.

Q For exanple, if we start at the south end of
the west line, there’s a circle at the intersection of the
tracks and we’ve got a locust tree. 1Is that the locust you
spoke about earlier?

A Yes, it is.

Q Then that |line proceeds fromthere along a

fence |line?

A Yes, it does.
Q How di d you establish the dog | eg?
A The dog leg, that area is really unclear.

We found a twenty inch ash that M. Md anahan pointed out to
me, and we al so found a dogwood and sourwood up on a spur in

this general area, and that’s how that line was created.
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1 Q And then once you got to the twenty inch

2 ash, was there nore fence |ine?

3 A Bel ow the twenty inch ash, the fence |ine
4 started again and went to the forks of the holl ow

5 Q And you used that fence |ine?

6 A Yes.

7 Q Does the deed...do the deed descriptions

8 go...the M anahan deeds and then going back in tinme, do

9 they nmake reference to, or provide for the dogwood?

10 A Not clearly, no.

11 Q So that’s a guess based on what you found on
12 the ground?

13 A Yes, it is.

14 Q At the present time, is the map that you’ve
15 been using and you prepared, is that the best guess you have
16 at the present tine as to the location of that |ine?

17 A Yes, it is.

18 Q Are there things about this line that are
19 open... still open to debate?

20 A Yes. Were the dog leg is at, it could

21 move. I mean, like it’s been said before, it would have to
22 be cleared up by an agreenent between M. Stilwell and

23 ...between the Stilwell heirs and M. Md anahan.

24
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MARK SWARTZ: That’s all I have of David.

BENNY WAMPLER: Thank you. Cross Exam nati on.

DANNY McCLANAHAN:  Wel |, where he says right there

bei ng vague on the dog leg, it’s not vague. I’ve got the
deed right here and it calls for it running up the holl ow and
with the right hand hollow to an ash. Then fromthe ash, it
says straight up the left hand hill, and | produced.. .|
produced the deed and gave it to himthat day and poi nted out
that it said fromthe ash straight up the hill to that
dogwood and sourwood. So, I can’t see where he could say
there was a discrepancy there.

DAVI D M LLER: Well, there’s two ashes and the deed

descriptions are very old, Danny.

DANNY McCLANAHAN:  Well, like I said, though,

gave...in the field, | gave you all the benefit of the doubt
and | took the | east one away because the other ash tree is
on up the hollow, am| correct?

DAVID M LLER. Let ne answer the question. |

can’t...by the evidence we found in the field, it does go up
the hill, you’re right, but I can’t determine exactly where
does it go up the hill

DANNY McCLANAHAN: It has to go up the hill from

the ash to the sourwood and t he dogwood.
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DAVID M LLER: That is correct, but how do |

know....the trees that we found were not narked. So, how
would I know if | found the right ash.

DANNY McCLANAHAN: Well, there’s only two ash trees

up in that hollow. I mean, it’s either choice, one would be
in ny favor and the other would be in your all’s favor, which
| took the |atter one.

DAVID M LLER: See, I can’t make that decision. It

has to be an agreenent between the MO anahans and Stilwells.

I can’t make that decision. That’s a decision that has to
be made---.
DANNY McCLANAHAN:  But | was just referring to you
saying it was vague. | nean, it could have been either one
of them. If that’s the case, why don’t you depict that on

t hose maps?

DAVID M LLER: 1I’m showing the other ash tree.

DANNY McCLANAHAN: You’re not showing it on the

permts, though, the permtted naps.

DAVID M LLER: Well, we’re not showing any of the

corners on the permitted maps, and I don’t have anything to
do with the permt maps.

DANNY McCLANAHAN:  Well, | was under the

under st andi ng that you had sonething to do with the first nmap
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on T-36, the surveying of that.

DAVID M LLER: I hadn’t...the mapping, I didn’t

produce...I didn’t make the permit maps.

DANNY McCLANAHAN:.  Who nmade the permt naps?

DAVID M LLER  The gas operations.

DANNY McCLANAHAN: Well, that’s what | was wanti ng

to know, who did the engineering on it, because on the first
pool, the T-36, Virginia 9803240625, they got maps in there
that shows that they were surveyed. That’s, you know, what
brought the whole matter up before because they showed it
surveyed and it wasn’t. Who done those maps? And by law, by
them showing them as solid lines, they’re not...you know,
they’re not going by the reqgulations, sir. Can you tell me
who done those nmaps, besides just Pocahontas Gas, C aude
Morgan, or who done this, and they certified them

DAVID M LLER: I don’t understand exactly what

you’ re asking. Who---7?

DANNY McCLANAHAN:  This T-36, the first well plat
was put in here with this first map right here, | thought...lI
t hought M. Short said that you done this.

DAVID M LLER: Okay, you’re talking about the first

line?

DANNY McCLANAHAN:  This one right here.
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DAVID M LLER. Yeah, | did the mapping on the first

line.

DANNY McCLANAHAN:  Wel |, how cone you depicted that

as being actually surveyed?

DAVID MLLER | didn’t depict it as being actually

surveyed.

DANNY McCLANAHAN:  Well, right here it is, solid

lines, and in the rules and regulations, you’re supposed to
show it as solid...broken |ines.

DAVID M LLER. Let nme answer your question.

provi de Pocahontas Gas with ny best guess of where | thought

this line was at. | gave themthat information. They put it
on that map as a solid line. | had nothing to do with it.
DANNY McCLANAHAN:  Well, let me ask M. Arrington

then. How cone you all showed that a solid |ine, as actually

being surveyed when it wasn’t?

LES ARRI NGTON: In that case...instance right there,

we were in error showng it as surveyed. W were basing that
upon the information that you gave, you personally gave to
M. ---.

DANNY McCLANAHAN: 1’11 have to disagree with you

because I was out of town in ‘97, was in Arkansas working. I

had just recently cane back to town and got all this and

108



© 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

started doing this research in January of this year. | have
never met with no engi neer or nobody to say anything as to ny
property lines in ‘97, ‘96 or anything.

BENNY WAMPLER: Anyt hing further on this?

KENNETH OSBORNE: M. Arrington---.

MARK SWARTZ: We’re done with Mr. Arrington.

KENNETH OSBORNE: What about you, M. Swartz? Unit

S-37 here shows exhibit 5-B, Linkous Horne heirs surface. On
the map, it shows Exhibit 5-B and sone arrows pointing, but
if you go back into what | guess | would call the | edgers in
this, it has us listed several tines as oil and gas owners,
but it doesn’t show us anywhere in the breakdown of surface
owners, but on page one, tract identification, Exhibit 5-B
shows Linkous Horne heirs surface. I mean, why weren’t we
listed in here as the surface owners?

SANDRA RIGGS: This is the tract identification

sheet that you’re looking at that goes with the plat---.

KENNETH OSBORNE: Un- huh.

SANDRA RIGGS: --to identify the legend for the

tract nunbers and they just divide out the ownership. Wen
you | ook back here at the exhibits that are attached, those
are in accordance with the gas and oil law to identify the

conflicting clains by showing who the gas and oil owners are
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and who the coal owners are. |If the gas and oil and the coal
have been severed fromthe surface, you would pick up who the
severed estate is vested in, not the surface owner. Now if
you owned fee sinple title, where you owned all three, you
wouldn’t be listed as a surface owner. You’d be listed as a
coal owner and as a gas owner because those are the two
estates that are in conflict. I know that’s very confusing.

You can own surface only. You can own surface and
gas. You can own surface and coal. You can own surface,
coal and gas. It depends on your severance deeds and what
estates have been severed. So, the way you’re listed in the
Exhibit B-3 and Exhibit E, the estates |listed there are the
coal estate and the gas and o0il estate. They’re not dealing
with surface there, but on the plat, they are dealing with
surface, because you need to know who the surface owner on
the tracts to be disturbed are. Does that hel p any?

BENNY WAMPLER: Danny.

DANNY McCLANAHAN: | asked a question a whil e ago,

if this was a standard application right here. 1Is this
standard? It’s not?

BENNY WAMPLER: We don’t have an application that

they fill out.
DANNY McCLANAHAN: Wel |, nobody never did answer
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BENNY WAMPLER: That’s the rules and regulations.

DANNY McCLANAHAN: Nobody never did answer ny

question as to that question there as to why...and all these
ot her pooling orders that they state, like in S 37, nunber
six, attached hereto Exhibit A Exhibit 1-A A-1, tract
identification for Exhibit A The tract shows the size and
shape of units and boundaries of tracts within the unit. The
tract identification page shows a percentage of acreage in
each tract. The plat is certified by a |icensed professiona
engineer and is attested to by M. Arrington.

Now, on T-36 and S-36, line six don’t say that.
Why on all these other force poolings they say that it’s done
by a licensed engineer and then they’re not doing it on my
two tracts.

SANDRA RI GGS: Because | guess it was on all the

others, certified.

DANNY McCLANAHAN: No, it wasn’t. I got the map.

Do you see any certification on T-367

SANDRA RI GGS: Well, they don’t say it in those two,

do they, that it is?

DANNY McCLANAHAN: They don’t say it, but that’s

what I’'m questioning, is why on all these other pooling
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orders, they say these maps are professionally...by
professional engineers, but on my two only, they say it don’t
have to be by engi neering.

BENNY WAMPLER: Les.

MARK SWARTZ: We didn’t say it didn’t have to be.

We showed up today with certified plats.

BENNY WAMPLER: I’'m just asking him to respond. He

can respond any way he wants to respond.

MARK SWARTZ: The response is we showed up with

certified plats today. You have them You have them

DANNY McCLANAHAN: No, we don’t. Can you show me a

certification nmark on T-367?

MARK SWARTZ: We just handed you guys the exhibits

for T-36 and S-36, which contain certified plats and a two
page addendum

DANNY McCLANAHAN: Oh, it is certified now Ckay.

How cone this is different fromthe papers that you all sent

us in the mail. These right here that they presented to you

all today, we were not afforded these in the papers that they
presented to us in the notice. These S-36, T-36 and al

that, this is different than what they sent to us, notifying

us. So, how can we prepare ourself for sonmething that you

brought over here today and we’ve got different maps.
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Right here, Mr. Wampler, I’11 show you what they
sent us in the mail.

BENNY WAMPLER: W have it.

DANNY McCLANAHAN: Well, right here is what they’re

trying to present to the Board today. Now, that’s different
al t oget her.

BENNY WAMPLER: That’s different based on the

testi nony, though, that you heard today.

DANNY McCLANAHAN: That’s right, but how come they

sent us...why didn’t they send...send this with...in these
ri ght here?

BENNY WAMPLER: You can ask them t hat.

DANNY McCLANAHAN: Well, how come you all didn’t

send them Les, like that?

MARK SWARTZ: Since | drafted the stuff, | can tel

you, because you wouldn’t let us put a survey crew on your

property---.

DANNY McCLANAHAN: No, sir, | got---.

MARK SWARTZ: We were working on these |ines up
until the last mnute and we filed these applications, and

we’re not comfortable certifying these maps because we wanted
the best information we could when we showed up here today.

DANNY McCLANAHAN:  Al'l right.
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MARK SWARTZ: That’s why the two maps are not

certified that canme with these two exhibits. As you w |
recall fromthe testinony, we got on for the first tinme on
the eighth of October. W were working on these maps the
next week. I mean, this isn’t information we’ve had for a
| ong period of tinme and we wanted to nmake sure before we
certified yet another map, we could pinpoint whether or not
we’d be able to stand behind the line; and clearly we filed
t he addendum here to tell you we cannot stand behind that

line, and that’s why it was done the way it was done.

DANNY McCLANAHAN: Are you sayi ng---?

MARK SWARTZ: Normally, we would submt a certified

plat, but you’ve heard about the problems today and that'’s

why it was done. So, that’s the answer to your question.

DANNY McCLANAHAN: You’re saying that I wouldn’t let

you on ny property. Until recently |I never said nothing
about that before. If I'm not mistaken, I’'ve got a letter
here that | sent giving you all perm ssion to be on ny
property, but not w thout ny being present.

MARK SWARTZ: And what’s the date of that letter,

Danny?
DANNY McCLANAHAN: T’11 have to find it here.

BENNY WAMPLER: Do you have anot her question?
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DANNY McCLANAHAN:  Yes.

BENNY WAMPLER: In the neantine, |let ne take anot her

questi on.

KENNETH OCSBORNE: On the OGakwood Unit S-37, back to

this Exhibit 5-B again, I wonder why they’re just showing
arrows instead of boundary lines on that?

BENNY WAMPLER: Wi ch exhibit are you referring to?

KENNETH OSBORNE: S- 37.

SANDRA RI GGS: The plat?

BENNY WAMPLER: The pl at ?

KENNETH OSBORNE: The pl at.

BENNY WAMPLER: Exhi bit A?

KENNETH OSBORNE: Yes, sir.

BENNY WAMPLER: Now, ask the question again.

KENNETH OSBORNE: Wiy is it just showi ng arrows on

there i nstead of boundaries?

BENNY WAMPLER. Way is it just showng tracts?

KENNETH OSBORNE: Yes, sir. See, that refers back

to, again...and | nean | understood what she said a mnute
ago, but it refers back to Linkous Horne surface, and Beul ah
Gsborne surface.

BENNY WAMPLER. M. Arrington.

LES ARRI NGTON: On that tract 5-B that he’s
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referring to, I'm not here prepared to talk about that
surface interest. I think that’s what he’s referring to
there. 1I...you know, I don’t know the in depth of that tract
5-B, other than it’s Linkous Horne oil and gas interests.

You know, there’s numerous tracts on these plats and I do not
know the particulars, other than that is Linkous Horne oi

and gas interest. You know, I---.

DANNY McCLANAHAN: Okay. I’ve got a certified

letter here giving them perm ssion to survey ny property. |
sent it out on Cctober 5th, 1999, but that still goes back to
the first maps that you all presented. 1In T-36, you al
showed them as being surveyed when they wasn’t. And in the
regulations, it states that they’re supposed to show deed
lines taken from deed descriptions with a broken |ine and
lines actually surveyed as solid lines. That...to ne, it
falls in their cost per well on |ocation and title, that
enables themto charge for it being surveyed, would be ny

i magi ni ng, you know, what | would imgine. But, | stil
haven’t got a answer as to why, you know, they showed that
when it clearly states any engineer that’s supposed to be
doing this work for themis supposed to be aware of the | aw
just like anybody el se is.

BENNY WAMPLER. M. Arrington said on record that it
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was in error.

DANNY McCLANAHAN: Wel |, how cone they kept

submtting this in the force poolings on S-36, kept
submtting it in error, and the Board has overl ooked that
just like you told me---.

BENNY WAMPLER: Danny, now hold it. The Board is

not overlooking anything. That’s why you’re here today.
That’s why...the Board has not overlooked any of this.

DANNY McCLANAHAN: Wel |, all right.

BENNY WAMPLER: That’s why we’re having this hearing

t oday.
DANNY McCLANAHAN: TI’d like to call into evidence

T-36, permt for T-36.

BENNY WAMPLER: Permit. Now, wait a minute. We’re

here for---.

DANNY McCLANAHAN: Force pooling. Well, this is ny

way of showi ng ny evidence. Wthout nme being able to show
these, to show on down...all the way down the |line that
they’re wrong, there’s no way I can present my case clearly.

In the first permt...and they said their title researchers
did not show me...showed me as only a surface owner. I’d
like to present.

BENNY WAMPLER: We finished...let ne nmake sure we
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finished the cross exam nation of this witness. | want to
get that off the table. I'm just trying to keep a clean
record here, Danny. If this goes to court, it’ll be
i nportant to have that.

Does anybody have any questions, nenbers of the
Board, anybody have questions of this wtness.

(No audi bl e response.)

BENNY WAMPLER: Okay. You can proceed.

DANNY McCLANAHAN: Okay. 1I’d like to introduce into

evidence the T-36 well permt. Wen M. Swartz told you in
June 15th, that their title researchers showed ne as a
surface owner only, | want to know why their title searchers
showed ne as a gas and oil owner. Then fromthat tinme on...I
tried to explain that to you all on June the 15th, and you
all kept running around it...why they showed ne that and then
t hey backed up and changed ne to just a surface owner.

SANDRA RI GGS: Danny, you cane before the Board and

you make a claim as a gas and oil owner, and you’ve been

added- - - .

DANNY McCLANAHAN: | di dn’t have to before then,

though, ma’am.

SANDRA RI GGS: But you’ve been added. You are

listed as a gas and oil cl ai mant.

118



© 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

DANNY McCLANAHAN: Al right. | was listed as a gas

and oil claimant, but it’s not...it don’t say that right here
in this, you know.

SANDRA RIGGS: It says it in the pooling order.

DANNY McCLANAHAN: Why didn’t they put me in the

first beginning, when they showed right here, ma’am, that I
was a gas and oil owner within the drilling unit. As you can
see, this well is way away. It’s nowheres on ny land. So,
they still informed ne in that eighty acre unit that | had a
percentage in it.

BENNY WAMPLER: This is...now what do you have here?

You have---.

SANDRA RI GGS: He has a permt.

BENNY WAMPLER: You have a permt.

DANNY M CLANAHAN: Yes, sir.

BENNY WAMPLER: Ckay.

DANNY McCLANAHAN: They’ve identified me as a gas

and oil owner in this permt, but yet, they was allowed to
| eave nme out of the force pooling.

SANDRA RI GGS: No, you were naned as a claimant in

the force pooling.

DANNY McCLANAHAN: After...after | canme to the Board

and told you all that they left ne out.
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SANDRA RI GGS: Wl |, what woul d have happened if

you’d been left out and you were truly a gas and oil owner?

DANNY McCLANAHAN: What woul d have happened?

SANDRA RI GGS: Yeah.

DANNY McCLANAHAN: T didn’t have the chance to make

nmy proper el ections.

SANDRA RI GGS5: No. You’d have---.

DANNY McCLANAHAN: And by the way, they is doing

this as a claimant, you know, is a little different than a
owner .

SANDRA RI GGS: No, Danny. The reason they cone here

and nane you as a clainmant and conpul sory pool you is so that
you woul d not have a | awsuit agai nst them

DANNY McCLANAHAN: Right. But they didn’t do that,

t hough.

SANDRA RI GGS: If they don’t name you, then your

remedy is you have a trespass action agai nst themfor
damages.

DANNY McCLANAHAN: Well, we’re not---.

SANDRA RI GGS: It’s for their protection, not for

yours.

DANNY McCLANAHAN: I understand that, ma’am, but

what I'm trying to do is distinguish why...ask Mr. Arrington
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and M. Swartz why their people showed ne as a gas and oi
owner in permt nunber T-36.

BENNY WAMPLER: Can you answer that, Les?

LES ARRI NGTON: Could | see that?

DANNY McCLANAHAN: That was sent to me by M.

Fulmer. Right there, it’s marked red there, I believe.

LES ARRINGTON: | think...l believe in this one, and

I’'m pretty sure of the facts here, we had a title opinion of
that tract and that title opinionis...it does, as Danny
says, shows the Linkous Horne heirs as the m neral owner; and
at that tinme, when we drafted those tract | Ds the sane

m neral owner, we did in error, |label himas the surface oi
and gas owner. And in fact, we should have only listed---.

DANNY M CLANAHAN: Wt hout them--. Ch, excuse ne.

LES ARRI NGTON: And we should have only |isted

surface. And when | go down through those tract IDs,

noticing the persons, |I try to notice everybody that | fee
needs proper noticing. | notice that it was show ng Danny as
a possible oil and gas owner, and | noticed it. Well, then

we went back and researched that, back to the mneral, and as
we know, in the State of Virginia, the mneral does not
...does include oil and gas. | changed it at that point,

going into our pooling period. | noticed the proper...what
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we felt was the proper people, the Linkous Horne heirs and
gave them notice in the pooling.

DANNY McCLANAHAN: But I don’t think they should...

they nmade the decision their self here. They showed ne once
as being that, they should show ne the sane way all the way
t hr ough.

BENNY WAMPLER: You’re suggesting they can’t change

anything they start out with, Danny. That’s not the purpose
of doing any----.

DANNY McCLANAHAN: Well...no, I’'m not suggesting

t hat .

BENNY WAMPLER: Well, I'm not trying to put words in

your mouth, but that’s what that would indicate to me, let me
say that.

DANNY McCLANAHAN:  Well, their title...they had

peopl e done title research on this to begin with, aml right?
Did you not have people do title research on T-36 well
permt, M. Arrington? M. Swartz?

MARK SWARTZ: W have title on your tract, yes.

DANNY McCLANAHAN: Did you have soneone do it on T-

367

MARK SWARTZ: Ri ght .

DANNY McCLANAHAN: How cone t hey naned ne...those
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| awyers or ever who you had doing that title search naned ne
as a gas and oil owner?

MARK SWARTZ: The title opinion---.

DANNY McCLANAHAN: How cone?

MARK SWARTZ: The title opinion I’ve seen does not

name you as a m neral owner

DANNY McCLANAHAN: How come it’s in this?

MARK SWARTZ: It’s was a mistake. He just told you.

DANNY McCLANAHAN: T don’t feel like it was a

m st ake, because you all backed up and changed this when they
force pooled it, after M....the Linkous Horne heirs has got

thema |l awer. Then you backed up and started | eaving ne

of f.

BENNY WAMPLER: Wel |, Danny, | want to tell you
that’s really irrelevant to what we’re hearing today. | t
really is because you’re being...you’ve being included here.

DANNY McCLANAHAN: Well, no...well, | was included
June the 15th. | was included into force pooling with a map
that they figured that was the nost recent map of ny property

was for T-36. 1I’d like to enter this into evidence...it was
drawed up May 20th, 1999. 1I’d like to show this to you, the
map.

MARK SWARTZ: | would like to tender an objection to
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all this mapping proposals and---.

DANNY McCLANAHAN: Well, it’s all relevant.

MARK SWARTZ: Let nme...just let ne finish ny

sent ence.

Unless I’'m mistaken, he has told us he’s in
agreement with the line. We’re concerned that it may not be
accurate. Why are we spending all this time when he’s told
us what line he agrees with. We’ve mapped it. We’ve platted
it for you all and we’re just saying we lack certainty with
regard to that. You’ll probably need to escrow. So, I mean,
I would object to going over...I mean, we’ve heard about this
since June, going over and over and over the maps. | think
we have a map that he |likes and we need to nove on.

DANNY McCLANAHAN: | have to agree with that right

now. | will agree they have a map, but ny reason being I
want to show the Board that they are doi ng things wong.
Like | say, in this permt nunber for T-36A, May the 20th...
you see this map here, Mr. Wampler? That’s the map they
showed. That’s different than what’s in T-36 force pooling
maps.

BENNY WAMPLER: And they’ve admitted that.

DANNY McCLANAHAN: Al l right. But | ook here, when

...this was done in May and they didn’t revise this map, make
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this map revision until June.

BENNY WAMPLER: Okay.

DANNY McCLANAHAN: I mean, what’s the deal? This

right here in T-36A should have had the first map to begin

with on

this one. Then they could have done this. But, it’s

plain and clear that they put this in a permt wthout it

bei ng revised.

and you’

BENNY WAMPLER: And | think the record will show

11 have to verify that whenever you called and

questioned that, we’ve been pursuing that and they’ve been

const ant

|y seeking to update that.

MARK SWARTZ: Well, we corrected---.

DANNY McCLANAHAN: What I'm asking, though, is how

can they put something in a permit that hasn’t even been

revised. They put it in a permit in May when it hasn’t been
revised until June.

MARK SWARTZ: Well, as you well know, M.
McCd anahan, there were...in consultation with M. Fulner, if
I'm not mistaken, all the permitting maps regarding these
units were nodified. In response to your conplaints, |
believe in August, and filed, and you got copies of them
So, I mean, if we’re...I mean, we’re still going on and on
and on, you know.
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DANNY McCLANAHAN: Yeah, here they are, M. Swartz.

MARK SWARTZ: Those permitting i ssues were addressed

...I didn’t know that you were involved or aware of it, but
they were addressed in Mr. Fulmer’s office. We found out
what he felt was appropriate and we conpli ed.

DANNY McCLANAHAN: That’s what I want to know, how

can you submt a permt application to the Board, or to the
Virginia Gas and G| Board on May the 20th, when this wasn’t
...the order wasn’t handed down until June the 15th and they
didn’t revise the map until June the 22nd. 1It’s already on
the map, May the 20th. That’s my question.

MARK SWARTZ: And we have expl ai ned the genesis of

the three lines over and over and over, and they’re on all
t hese nmaps.

DANNY McCLANAHAN: The lines is not...ny question,

the validity of the map that’s in T-36A when it hadn’t been
revised until June. Can nobody even answer that?

BRENDA JUSTUS: Can I say something? I’m one of the

Linkous Horne heirs. I'm Brenda Justus.

COURT REPORTER: You need to come forward, ma’am.

BENNY WAMPLER: She can’t hear you.

BRENDA JUSTUS: Well, he just said that they know

Li nkous owns...heirs owns the gas and the mnerals. Wy do
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we have to go to court and prove it instead of putting the
nmoney they owe us in escrow account?

BENNY WAMPLER: Because there’s no determination of

who owns the mneral, this coal bed nethane in Virginia, until
the court decides that, ma’am, or until the mineral owners,
coal owners, gas and oil owners cone together...conme to sone
kind of agreement. I mean, that’s the options you can have.
A court of conpetent jurisdiction has to decide it, or the
peopl e that own the mneral have to get together and cone to
an agreenent.

DANNY McCLANAHAN: Well, I feel like I ain’t got

nothing else to say. | mght as well leave. | feel like you
Board nenbers is not going to help ne, or these people, in

any way, because you’re plainly letting these people violate
the law. | know they can nake revisions, but how can they...
like | said, on that one map there, how can they put it in a
permit application in May when the map hadn’t been revised

until June? It violated the law right there. They put a nap

in there that wasn’t even revised.

MARK SWARTZ: Well, ny response to all this, and

this is the last thing I'm going to say about these surveys.
M. Md anahan, in ny opinion, sucker-punched us when he

| ocated the first |ine. He noved it as far to the West as
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any of the mapping that’s ever occurred, which gave himthe
biggest piece of the action in the unit that he’s ever going
to see.

DANNY McCLANAHAN: I ain’t moved nothing. You all

are the ones that noved it.

MARK SWARTZ: And the problem here was, we couldn’t

get on the property to survey it. He had a map, but he
wouldn’t share it with us, and when he located the line, he
gave hinsel f the biggest piece of ground he could. And to ny
way of thinking, this mapping i ssue, which has been a devil

of atime for us, is a self inflicted injury on his part
because he gave us a line that was indefensible and we didn’t
know the difference at that point.

DANNY McCLANAHAN: No. Yeah, | would disagree with

you there. | did provide a map.

MARK SWARTZ: We subsequently learned that that’s

t he case, but that’s all I have to say in this and you can
talk the rest of the day about these maps, but that’s my view
of what happened.

DANNY McCLANAHAN: Wel |, how can...what about these

percentages that you all produced to the Board in June the
15th depicting ne as owning not only ny percentage in ny

tract of land, you showed that I owned Linkous Horne heirs’
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percentage in that. Then you all trying to tell ne that the
maps that they recorded, the order they recorded i n Septenber
have different maps and have different percentages than what
they presented to you all in June.

BENNY WAMPLER: Danny, that’s all of record. Is

there anything further? Do you have anyt hi ng?

FRANK STACY: Yes, sir, please. | have a problem

wi th, and a couple of questions, if | may ask, w thout
bouncing around here a little bit. They nentioned earlier,
and I realize that you all don’t review the coal and I can
appreciate that part. I know there’s a dispute between the
coal and the gas, and | understand the pooling is a result of
that. Just a question that I have and I haven’t been able to
get an answer on it. I don’t know if they can answer that
today or not, but how |l ong has Hurt/MQ@iire owned the coal ?

Do you all know that off hand? I mean, you’ve done the

title.

MARK SWARTZ: W could...if you give ne your nane
and address, | can nmail you the severance deed.

FRANK STACY: Ckay, sir. Thank you.

MARK SWARTZ: My recollection is it’s back in the

1800s, but...do you know?

DAVID M LLER: TIt’s going to be probably late 1800s
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to the early 1900s.
FRANK STACY: Ckay.

MARK SWARTZ: But if you...before we |eave today, if

you’ll give me your name and address, we’ll get...we’ll mail
you a copy of the severance deed that we rely on. Then you
can look at it in relation to your chain.

FRANK STACY: All right, sir. Another question that

| had was, M. Swartz had...| realize the force pooling and
all these applications. Has there been a genuine effort, or
an ongoing effort, to work at a | ease, or purchase, with the
heirs, or has this just been devised to be able to go ahead
and do the well and force the noney into pools? In other

wor ds, have you all nmade efforts on each one of these wells
to contact the Linkous Horne heirs to negotiate a lease? I'm
not aware of it, so can you tell ne?

MARK SWARTZ: Not on every pooling, but on the

original pooling, there would have been an effort to nmail a

| ease and/or contact all of the heirs. | nmean, | personally
recall being at permtting hearings when there were even nore
peopl e than there are here today.

FRANK STACY: Yes, sir.

MARK SWARTZ: I don’t know if you were there or not.

FRANK STACY: | was at a couple. Yes, sir.
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MARK SWARTZ: But sone of the folks actually had

their | ease...the |l eases that were sent to themwith them

So | know that there was an initial effort, but not every

tine.

FRANK STACY: Okay. Well, I guess that’s my
guestion. | do know that you all nade an effort on the
initial well. | guess ny question is, have you all made any

effort on any additional wells to work out an agreenment on
those wells, or did you just do it on the original?

LES ARRINGTON: On the original pooling is when it

woul d have been, or the original well application.

FRANK STACY: The original well?

LES ARRI NGTON: Yes, sir.

FRANK STACY: So you’ve made no efforts on the

additional wells, is that correct?

LES ARRI NGTON: No, sir. We wouldn’t, but we would
still stand by our original offer. I mean, that’s...that is
our standard | ease form

DANNY McCLANAHAN: As far as me, they haven’t

approached ne neither as far as trying to lease ny rights off
me. Before we conclude, | still have---.

MARK SWARTZ: Well, I'm not sure this gentleman was

done.
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DANNY McCLANAHAN: Oh, I'm sorry.

FRANK STACY: That’s okay.

MARK SWARTZ: Are you?

FRANK STACY: On the surveying, | notice in your

cost for each well, you do have, as M. Md anahan nenti oned
earlier, a $30,000 cost for engineering. And you said you
were doing the field surveys. |Is there any particul ar reason
for not doing certified surveys, or why you attribute such a
significant anmount of noney to the surveys?

LES ARRI NGTON: Ckay. It just says, | believe...let

me just get to the page. The location, title---.

DANNY McCLANAHAN: Location, title.

LES ARRI NGTON: That | ocation, title and surveying

and ot her, that covers our construction cost, our title work
t hat we have done on the property, permt, surveying for the
well location. That includes stone on the prop...on the well
site, you know, and that’s the reason that dollar figure you
see there.

FRANK STACY: Ckay. In other words, you did a

summary.

LES ARRI NGTON: Yes, sir, we did.

FRANK STACY: Do we have the right to see an audit

of the cost attributed to, being that the noney---?
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SANDRA RI GGS: What the Board...let ne explain how

this worKks.

FRANK STACY: Ckay.

SANDRA RI GGS: That’s the cost that they say that

the well...estimate that the well will cost that’s being
drilled.

FRANK STACY: | under st and.

SANDRA RI GGS: Ckay. |If you participate---.

FRANK STACY: WIllingly or unwillingly?

SANDRA RI GGS: No.

FRANK STACY: Ckay.

SANDRA RIGGS: |If you participate, you have the

right to make certain elections. You can participate in the
wor ki ng i nterest.

FRANK STACY: Yes, ma’am.

SANDRA RIGGS: O you can be carried. |If you do any

of those two things, you becone their partner in the
devel opnent of this well, in which event, you share these
costs.

FRANK STACY: Correct.

SANDRA RI GGS: If you don’t participate and you

lease, then you’re a royalty interest---.

FRANK STACY: Correct.
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SANDRA RI GGS: They have to pay all of these costs.

You don’t pick up any of those costs. So what the order
says is, if any person elects to participate or be carried,
then the operator, once the well is drilled, nust file with
the Board actual, not estimted costs, but actual costs.

FRANK STACY: Ckay.

SANDRA RI GGS: But if nobody participates, they’re

paying it all anyway. It becones irrelevant. Does that nake
sense to you?

FRANK STACY: It does, except for it appeared to ne,

and | may be wong, it appeared to ne that the nonies for the
construction is paid out of the escrow.

SANDRA RI GGS:  No.

BENNY WAMPLER: No.

SANDRA RI GGS: None of these costs cone out of the

esCr ow.
FRANK STACY: It is not deducted prior to the escrow
royal ty?
SANDRA RI GGS: The royalties are paid---.
BENNY WAMPLER: The royalty rate of pay is set by
I aw.

FRANK STACY: | guess what I'm asking, royalty rate

based on gross or net profit?
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MARK SWARTZ: Neit her.

FRANK STACY: Neither? Okay, how--?

MARK SWARTZ: |f you | ook at the order...have you

got one of the applications with you?

FRANK STACY: Yes. Yes, I read that. She’s

referring to Article 9 where you have three choices to
el ect.

MARK SWARTZ: But it describes how the royalty is

cal...is to be cal cul at ed.

FRANK STACY: Ri ght.

SANDRA RI GGS: You go under cash bonus provi sion.

FRANK STACY: I saw that. Yes, ma’am.

MARK SWARTZ: |t says that they are to take twelve

and a half percent of the net proceeds received for the sale,
okay.
FRANK STACY: Yes.

MARK SWARTZ: Multiply that tines the individuals

percentage and...which is called a division of interest, and
it says the net proceeds shall be the actual proceeds
received less all post production costs. Now the well
drilling cost that we just tal ked about is a production cost.
So you can never deduct that in calculating royalty.

FRANK STACY: Ckay.
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MARK SWARTZ: And the post production costs are kind

of described in here as including gathering conpression,
getting the gas, conpressing it, treating it, transporting it
and marketing it.

FRANK STACY: Ckay.

MARK SWARTZ: So the well costs, the frac costs, the

buil ding, the location costs do not cone into play when
royalty is calculated. It’s only costs from the well head
downst r eam

SANDRA RI GGS: To mmar ket .

MARK SWARTZ: So to answer your royalty question,

you take the gross proceeds, you deduct the post production

costs, you take twelve and a half percent of that and that’s

the royalty.
BENNY WAMPLER: Do you have anything further?
KENNETH OSBORNE: If I fade away from what I’'m
getting at, let nme apol ogi ze in advance. A question was

asked a m nute ago about have they approached any of the
heirs individually or whatever about...and nake an agreenent
with them | think the ones that the guy stated a doll ar per
year per acre, and like I said, I’'m not trying to fade away
from what we’re talking about, but I remember a article came

out in the paper that said since 1987 there was $217, 000, 000
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in nmethane pulled out of this area. But from findings that
we found of |ast year, that the production was over three
trillion cubic feet of gas and according, if they do sell by
their figure, which they say two dollars and sixty-seven
cents per cubic foot, you multiply...well, two dollars and
Si Xty- seven cents multiplied by three trillion, that’s...I
can’t phantom...I cannot phantom what, eight trillion means.

DANNY McCLANAHAN: They’re only saying they’re

paying two thirty-six per thousand cubic feet is what they’re
sayi ng.

KENNETH OSBORNE: But with that, and in closing, |

have nothing else to say. That’s...I mean, the offers that
they’re making us and what they’re pulling out---

DANNY M CLANAHAN: Ri di cul ous.

KENNETH OSBORNE: ---eight trillion dollars, |

cannot phantom that nuch noney as to an offer of a dollar per
year per acre. Thank you all.

DANNY McCLANAHAN: On this location, title, et

cetera, 1if that’s for the location and stuff, I can

understand, like | said once before, how they could charge
t hat once, but tw ce on each individual well, they sho...the
price should change on that. I’'m sure some of that goes for

the site, gravel and stuff, but as far as the | ocation and
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title, the price should drop down after the first well has
been drilled. 1It’s like the production and compression
costs, it’s the same on every permit that I’ve seen, contract
hauling, contract services. What’s that for, Les, contract
services? Can you answer that?

LES ARRINGTON: Different...different types of...we

have nunerous contractors that work for us.

DANNY McCLANAHAN: Wel |, what are they doing? Are

they making the locat..are they grading out the site or what?

LES ARRI NGTON: Danny, I can’t...without having my

exact information in front of nme on contract services, we
have...as you said, we have contract haulers. We’ve got
contractors out there doing numerous things. You’ve kind of
caught nme off guard on that very question

DANNY McCLANAHAN: Wl | - - -.

LES ARRI NGTON: They do many different operations

for us. That’s all we use 1is contractors.

DANNY McCLANAHAN: Well, am | not correct that we

cone before the Board to, you know, discuss this today, he
shoul d have had that information with himbecause we are

al l owed to ask about these production costs per well and he’s
not prepared. You know, that’s...then on this...like I say,

on the contract haulers and contract services, it’s the exact
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nunber every tinme. And the sane on the |ocation and title.
Then right below that, m scell aneous, sane price every tine.

BENNY WAMPLER: As Ms. Riggs said, those are

estimates, Danny. |If you were to participate, actually share

in the well costs, that’s not the actual---.

DANNY McCLANAHAN: But...well, that’s what...well,

okay. So, in other words, if | agree to be a participating
operator on a carried basis, this 249...%249, 400.44 is going

to change?

BENNY WAMPLER: It coul d.

SANDRA RI GGS: Once the well is drilled, they would
have- - -.

BENNY WAMPLER: This is an estimate. The actual
cost could go up or down.

SANDRA RIGGS: ---to give you a actual...not an

estimated, but an actual cost for that particular well.

DANNY McCLANAHAN: Well, | could probably go al ong
with that price on one well, but as in the other wells, the
cost woul d have to go down because they’re not having to do

the title research, the location and stuff because that’s

already done. |If they put fifty wells in, in that one plat,
you know, it’s...you know, it keeps estimating that cost. I
don’t think they should be allowed to do that.
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MARK SWARTZ: Well, let’s look at R-37, there are

three wells. Every one of themis on a different tract, so
you’re going to do a minimum of three titles for a well

| ocation. There are three different |ocations that need to
be built, blasting, grading, road into the location. | nean,
it doesn’t go down. It could go up.

DANNY McCLANAHAN: | could understand it if the work

would change, but after you’ve done the title research on the
whole plat, I don’t think you should be able to charge for

t hat agai n because you’ve done done on this map right here,
there mght be four or five different people in this plat
right here. You mght do one on mne and one on everybody
else’s, but you’re still charging for the same thing and it’s
done been done one tine.

MARK SWARTZ: The title in the estimate is the title

on the tract that the well is drilled on, because the | ast
thing you want to do is drill a well on a tract you don’t
have the lease on or don’t have an agreement. So, I mean,
that’s---.

KENNETH OSBORNE: Now t hat was ki nd of confus---.

DANNY McCLANAHAN: | feel like it is, too. And like

I say, you all can do what you want to from here out. I’'m

going to leave it to the courts.
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MARK SWARTZ: |In the | ast conment on costs, there

are three wells in...let’s take R-37, for exanple, the cost
that we are seeking to allocate is the cost of one of those
three wells, not $750, 000, you know, but two hundred and
forty and change, because this is a frac unit. We’ve been
through this with the Board in the past, and the Board was
not confortable with nore than one frac unit being charged to
participate. W found that a reasonabl e approach, so even

t hough there are three wells here, the participation cost in
this unit is predicated on one well. I think that’s

i nportant.

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: I n your request to the Board, do you

want to offer that you will pay the noney into escrow, plus
interest?

LES ARRI NGTON: Yes, we do.

SH RLEY KEENE: Before the closing, | would like to

say something. I’'m Shirley Keene. I'm one of the Linkous
Horne heirs. And to save the Board tine dragging us out here
tinme after tinme after tinme, people m ssing work, these people
want this gas, let thempay for the gas. W know we own it.

They know we own it. Let them buy that gas and | eave us al
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alone. That...if I want something from you, I'm going to
come and pay for that.

BENNY WAMPLER: Ma’am, the way the law is set up,

there’s not a determination of ownership and that’s why we
have escrow. 1It’s not that sinple.

SHI RLEY KEENE: Well, they are now. They had a

court case about a week ago or so.

BENNY WAMPLER: That didn’t have a thing to do with

this, though
SH RLEY KEENE: And we own the gas. W own the

mnerals. Now, let thembuy it or shut themgas wells down
and | eave us al one.

BENNY WAMPLER. Well, | wish it were that sinple for

you, but it’s not and I'm sorry about that.

MARY KEENE: I’'d like to say one more thing. Why

does the Gas and 0il Board rule for them when they’re
supposed to consulting us for what they’re getting? And
today, see, we’re out here to try to settle this, and they’re
hiding behind you people and they ain’t discussing nothing
with us. They’re letting you discuss what they’re supposed
to discuss with us, they’re letting you do it and pushing us
out. I don’t know why you people would have to discuss

anyt hing that was between us and them gas and oil. | nean,
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it’s like---.

CLYDE KING M. Chairnan.

BENNY WAMPLER: M. Keene.

CLYDE KI NG: Ma’am, there are three members of this

Board that are consuner representatives that are supposed
to---.

MARY KEENE: Omners of Consol ?

CLYDE KING Right. W are here to try to help

resol ve the probl em between the production of the gas and
selling it.

MARY KEENE: So the reason you’re here hel pi ng---.

CLYDE KI NG: No. Let me finish, ma’am.

MARY KEENE: ---them is because you’re owners, too.

CLYDE KI NG: And we’re here to try to help see that

you get your part, which is what you own, and try to do it
equally and fair to everybody.

MARY KEENE: Yeah, but we’ve been here two years and

we ain’t got nothing yet. Even my water has been messed up.

CLYDE KING W have to go according to the | aw of

t he Commonweal t h.

MARY KEENE: And | was supposed to had water, they

was supposed to been working on it and I ain’t got it. So,

how many of you are on the...how many of you own a percentage
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in Consol ?

CLYDE KING: I don’'t.

BENNY WAMPLER: I’d say none of them.

MARY KEENE: Well, then you’ns don’t...you’ns

shouldn’t have to defend them.

BENNY WAMPLER: Ma’am, what we’re doing is enforcing

the law, and they have...they have a right to cone before the

Board and what we’re doing here today---.

MARY KEENE: | know, but we got a right, too. But

they should be discussing what they’re taking from us with

us.

BENNY WAMPLER: If this application is approved, if
it does anything, it protects your interest.

MARY KEENE: It ain’t protected me so far.

BENNY WAMPLER: I’'m sorry.

MARY KEENE: It ain’t protected us so far.

BENNY WAMPLER: Well, it is. The noney will be into
an escrow account and whenever that ownership is finally

resol ved, that noney will cone to you
RI CHARD OSBORNE: We’ve been hearing that escrow for
years and there’s no figures or nothing.

BENNY WAMPLER: Well, that’s going to change.

Rl CHARD OSBORNE: When?
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BENNY WAMPLER: As soon as this order goes through

RI CHARD OSBORNE: Well, there you go, see. That'’s

anot her put off.

MARY KEENE: After two years---.

BENNY WAMPLER: Well, it will be with interest. So,

it’s not...there’ll be no loss of anything.

KENNETH OSBORNE: M. Wanpl er?

BENNY WAMPLER: Yes, sir.

KENNETH OSBORNE: 1f | may ask, what kind of tine

frame are we |l ooking at for this order to go through?

SANDRA RI GGS: The orders get entered w thin about

thirty days---.
KENNETH OSBORNE: Thirty days.

SANDRA RIGGS: ---by the time they’re drafted and

get recorded, and they have seven days from the time it’s
recorded to mail the copies out to everybody that’s entitled
to make their elections.

BENNY WAMPLER: And the tinme to---.

SANDRA RIGGS: It runs about forty-five days. But,

I mean, they don’t necessarily have to wait to deposit those
nmoni es. They can go on and voluntarily put those nonies in,
which they’ve indicated they’1l1 do.

BENNY WAMPLER: They said they woul d do that.
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KENNETH OSBORNE: So we’re looking at about forty-

five days.

SANDRA RI GGS: For this order to get processed.

They’ 1l get drafted immediately and start through the...
through the...they got to get recorded i n Buchanan...Buchanan
County.

BENNY WAMPLER: Ma’am, do you understand we can’t

determ ne ownership. We can’t make a determination.

MARY KEENE: I’'m not saying you determined

owner shi p.

BENNY WAMPLER: W woul d be---.

MARY KEENE: I'm saying you know we own it and they
know we own it, and I---.

BENNY WAMPLER: I don’t know you own it.

MARY KEENE: ---don’t see why we even have to

di scuss this with you all

BENNY WAMPLER: I don’t...I don’t know you own it

and this Board doesn’t know you own it.

MARY KEENE: They shoul d be contacting us, the

i ndividual, and sitting down and talking to us and telling us
what they’re doing, and not hide behind one another’s coat
tail.

RICHARD G LLIAM One thing this does, if I own a
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pi ece of property, | can go in and drill a well and | could
siphon off your gas and everybody’s around you. This whole
t hi ng has been set up to protect the surrounding property
owner s- - - .

MARY KEENE: Well, it ain’t protecting us.

RICHARD G LLIAM Well, it can happen. | nean, if

this well was drilled that’s come through this Board...I
mean, we don’t make a lot of decisions here. 1It’s all very
regul ated. There’s a bunch of regulations, a bunch of laws,
and we’re just here to see...to pass on those and make
sure...you know, review these things and nake sure that, as
best of our ability, that’s properly done after it goes
through the division. And if we didn’t do this and anybody
could go put...M. Md anahan could go put a well down and
pull everybody’s o0il and gas around there right out of all

t he property.

MARY KEENE: Well, yeah, that’s true. It’s what

everybody is al ready doi ng.

RICHARD G LLIAM That’s what this thing was really

set up for. 1In addition to the fact, there’s this dispute in
the State about ownership of the coalbed methane gas. That’s
unresolved. We can’t do anything about that. I assume

there’s probably an action interstate. Is there not an
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action?

SANDRA RI GGS: There’s nothing pending, no.

RI CHARD G LLI AM: So, until that’s resolved...but

what you can do is get together with the other owners, other
oil and gas owners---.

MARY KEENE: You don’t know about the other suit.

RICHARD G LLIAM This is different from..you

tal ki ng about this one here?

MARY KEENE: No. I’'m talking about this one that’s

in the paper | got.

RI CHARD Q@ LLI AM: That’s a different issue.

BENNY WAMPLER: Doesn’t have anything to do with it.

MARY KEENE: | know it. | even had...that neans

we’re all heirs, each and every one of us is; and each and
every one of us should be set down and not...not hide.

mean, they’s nobody comes by our home and sets down and tells
us that this is this and this is that. Each tinme we cone out
here, we have to cone out here and we try to explain what we
know, but all we get is a run around and nost of the tine we
get, you know...it’s like we don’t know anything. But we do
know what we own.

RI CHARD OSBORNE: And here’s another day wasted.

MARY KEENE: Yeah. And the sane old thing today
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just like it’s been through two years, their rights and ours
not hi ng.

KENNETH OSBORNE: One ot her thing, mght | request

could we get a copy of the deed that they’ve got showing
where Hurt/McGQuire owns that. |If | |eave a copy of our nanes
and addresses with you all, could you all get us a copy of
that? Wuld that be a problenf? And one other thing, | need
to make a change in my address and I’'m sure Mr. Wilson
remembers, I’ve submitted a change of address three tines and
it’s still...it still reflects my old address on here, on
this mailing list.

BENNY WAMPLER: That they’re sending out, or that

we’ re sending out?

KENNETH OSBORNE: Wl |, the last stuff | got, it

went to the wong address, which I had spoke to M. WIson
and about a nonth or two nonths before that | put a change of
address in.

BENNY WAMPLER: You got the correct address?

BOB W LSON: Yes.

FRANK STACY: M. Chairnman, when the tine cones

available, | would Iike to make a cl osi ng renarKk.

BENNY WAMPLER: You can go ahead and do that now.

FRANK STACY: Al right, sir. M. Chairman, on
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behal f of the Linkous Horne heirs, | would like to state a
couple of things for the record. W do have a problem which
| realize you all have addressed today, that the noney is not
being put in the pool, which you said you were going to

addr ess.

We have a problemw th the fact that you have
submtted an order and they are in violation. Nothing has
been done about it. W would like to have that issue
addressed, if you woul d, please.

We have a problemw th the fact that the heirs have
| ost control...or to be able to negotiate their own rates.
realize the force pooling, the law dictates the rate that can
be put into effect, but it has appeared to us that, through
the various wells, they have not made a genuine effort to
approach the owners, or potential owners, to negotiate a
lease or rate. They’re just going by the law to force us
into what the law allows and that’s it.

They al so have the ability to certify and find out
who the | and owners are by the courthouse and the deeds and
engineers. It seems, or it appears, that they’re doing
everything in-house. I don’t see why they can’t go to an
out si de i ndependent source to resolve the disputes between

the owners, so that the escrow can be resolved. I don’t know
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if that’s your all’s place to address that issue or not, but

it seens as though they do need to get sone outside firns to

certify who the owners are, property owners I’'m referring to.
| realize the gas is a different issue.

The heirs are opposed to, and | realize this
doesn’t affect the pooling, but as Board members, while you
are all together, the heirs are opposed to any construction
or production of any of the past, present or future wells
being put in without efforts being nmade to negotiate an
i ndi vidual |ease or purchase with the individual heirs. And
that’s all my closing remarks. Thank you.

KENNETH OSBORNE: |If | may add one nore thing, M.

Ruth Keene here, she’s listed on the paper, but as to this
day, she says she has never received any paperwork what soever
and you might want to check and see if they’ve got her listed
as address unknown.

LES ARRI NGTON: W do have.

RUTH KEENE: You want ny address now?

LES ARRI NGTON: Sur e.

BENNY WAMPLER: Thank you.

MARTHA W LLI AMS: I’'m Martha Williams, once again.

| think Frank has pretty well said this for everyone, and |

do...I realize that they’re doing what the law allows and
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this is a problem..but | do have to say one thing, that in
this whole thing, there’s no protection for the people, and
that’s my concern. I do hope the Board will take that into
consi derati on.

BENNY WAMPLER: Thank you. Do you have anything

further?

MARK SWARTZ: No.

BENNY WAMPLER: Ckay. W have the consolidation of
cases. | suggest in any notion to approve, that there be an

order to deposit the noney, with interest, back to the
original date, to do that within fifteen days.

RI CHARD G LLIAM | make that notion.

CLYDE KI NG Second.

BENNY WAMPLER: Motion to approve with that

stipulation, and second. Any further discussion?
(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Buchanan Producti on Conpany.

They seek to conbine drilling unit allowables for production
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froma seal ed gob area of Beatrice M ne, docket nunber VGOB-
99-11/17-0765. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: I’'m not sure the motion was in the

formthat | woul d have expected. Maybe | m sheard or
m sunder st ood.

SANDRA RIGGS: It was a notion to approve, with a

stipulation that the---.

MARK SWARTZ: Ch, there was a notion to approve.

didn’t hear the motion.

BENNY WAMPLER: There was a notion to approve the

consol i dated cases, with the stipulation that the nonies be
deposited retroactive to the first day, with interest, within
fifteen days from today.

MARK SWARTZ: | had a hearing loss in the first part

of the sentence.

BENNY WAMPLER: |t happens.

MARK SWARTZ: Les Arrington and Mark Swartz with

regard to the Buchanan Production Conpany petition concerning
a conbi nation of units over the Beatrice M ne.

BENNY WAMPLER: Les, you’ve been previ ously sworn.

Let the record show there are no others. You may proceed.

MARK SWARTZ: This...this...I guess we’d call it a
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miscellaneous petition. I’'m not sure here---.

BENNY WAMPLER: That’s what you referred to it as.

MARK SWARTZ: W have brought this because when

t he---.

BENNY WAMPLER: Hol d on a second, Mark. She is

having difficulty. Folks, I'm going to have to ask you to
step in one of the side roons, if you will. The recorder is
not able to pick up the nessage here.

Go ahead, Mark.

MARK SWARTZ: In the...we were here back in...well

it started in June of ‘96, and there was an order entered by
the Board in November of ‘96, and you all created units,
seal ed gob units, over the Beatrice Mne, and there were

al | owabl es of 350, 000, 000 set for each unit. There was a
request that we be allowed to produce nultiple unit

al l owabl es through a limted nunber of wells.

W were going to have to drill a lot of wells to do that and
as we either reached agreenents, or did title and pool ed
them we would...we would want to be able to do that. And
the Board put a caveat on that saying, if you’re going to
produce, or stack allowables through a given unit, and wells
within a given unit, you need to cone back to us and tell us

what you have in mnd and get our...essentially get our
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permission to do that. That’s what this miscellaneous
petition concerns. I'm going to have Les pass out some maps
as we’re linking some units and talk to you about it. I'm
not sure that we need a | ot of testinony, but Les has an
ability to answer questions with regard to production and so
forth today. Since we’ve never done this before, just
thought I’d kind of walk you through it and then if you’ve
got questions, we’re certainly here to try to respond as best
we can.

| think if you flip to the petition, paragraph
five, the status of units under consideration really kind of
summarizes what we’re talking about here. The...the map that
you have locates the various units that we’re talking about.

First, we’re talking about combining a portion of T-17,

which is in the Beatrice Mne, with S 18; and then we’re
tal ki ng about conmbining U-21 and a portion of...I'm sorry,
|l et nme go back here, T-17...a portion of T-17 and S-18.
Ri ght ?

LES ARRI NGTON: Un- huh.

MARK SWARTZ: And the reason we’re doing a portion

there, if you ook at the map, and | assune the map Les gave
you is the same as the bigger one I’'ve got, there’s a red

boundary around the Beatrice mne and only a portion of unit
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T-17...the T-17 unit is the yellow one over here, is in
the.. .is in the Beatrice field rule area. And what we’ve
done 1is, we’ve prelimitered, or calculated, the part of it
that’s in there, multiplied that piece of the unit times the
allowables. We’re not seeking the full three-fifty, we’re
seeking the three-fifty pro-rated to the acreage that’s
actually in there.

The T-17 unit was previously pooled by the Board,
and I think there was a modification that didn’t get an 01
nunber, but it was pooled for frac wells in that unit and for
production fromthe VP-8 mine, which is just to the south of
the Beatrice mne for active gob areas of the VP-8 mne. So,
we’ve got a unit that we force pooled, but it did not allow
sealed gob production, so we’re back here to...and we noticed
all these folks to tell them we’re going to be asking the
Board to be allowed to produce froma seal ed gob and
attribute to your unit. The rest of the units are al
voluntary units, so that we have | ease agreenents. W have
not had to pool them. We don’t need any relief from a
pool i ng standpoint, but with regard to T-17, as I’ve
described it, it was pooled essentially to service another
m ne, and we need perm ssion to produce froma seal ed gob

fromthat.
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Wth regard to the other ones, we need your
perm ssion to stack all owabl es under the Beatrice order. So
basically, to just kind of follow through then; 5-2A, we’re
seeking to put a portion of T-17, a pro-rated anount of the
al l owabl es together wwth S-18, to stack it. We’re seeking to
conbi ne U-21 and T-21, which are full eighty acre units and
then we’re seeking to combine B-21 and S-21; B-21 being a

partial unit. You can see the boundary cutting through it.
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So the relief we’re asking for today is two things:
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One, that we be allowed to produce fromthe seal ed gob and
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allocate to previously pooled unit T-17; and with regard to
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the rest of the units, sinply that we be allowed to conbi ne

[
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al | owabl es and produce.
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Les has kind of |ooked at the production if you

[
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want to talk to him about that, or maybe I’11 just let him

16 give you sort of an overview of the kind of production we’re
17 seeing on other wells that we’ve been producing.

18 BENNY WAMPLER. G ve us sone testinony on that.

19 MARK SWARTZ: Ckay.

20 LES ARRI NGTON: Qut of the present wells---.

21 MARK SWARTZ: Were are they?

22 LES ARRINGTON: In particular, in the T-17 unit...in

23 the T-17 unit, there’s two wells within that unit and
24
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presently we’re producing approximately three hundred and
fifty MCF a day out of those wells. And if you do those
cal cul ations, the original production for that unit would
have been a 107, 000, 000, a one hundred and seven MCF. So
we’re fast approaching that one hundred and seven, and if we
add this three hundred and fifty MMCF to it, | believe that
wi |l add approximately three nore years life to those two
wells. Again, that S 18, for example, that we’re proposing
to add to it, that’s a completely voluntary unit. The only
units that we don’t have, that’s not voluntary is the T-17,
of which was originally pool ed.

We do have...and we have permtted wells in the B
and U-21 units. W have two wells permitted there and we’re
just...quite frankly, we’re just beginning production in
t hose two units.

We don’t...at this point, since I was coming in for
the T-17 to do that, seeing the production fromthat one,
felt that it was just prudent to go ahead and pi ggyback the
other two units.

BENNY WAMPLER: Based on production that you’ve seen

out of the others?

LES ARRI NGTON: On our...yes, sir.

BENNY WAMPLER: Any questions from nenbers of the
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Board? Do you anticipate this com ng up over and over, or do
you think this---?

MARK SWARTZ: Yes. It |ooks |ike---.

BENNY WAMPLER: I mean, I'm trying to see if there’s

a different problemthat we have. |s the problemthat we
have that we’ve capped production?

MARK SWARTZ: I don’t know why you all did this. |

mean, | think the options on the table were that we woul d
certainly tell you if we were going to do it, or were we to
cone back and talk to you about it. And the options, since
this is the first time we’ve ever done this, was to get us
back. What I’'mhearing fromyou is the typical well wll
produce the allowable in sonmething |l ess than three years.

LES ARRI NGTON: Correct, that’s what we’re seeing.

MARK SWARTZ: And that’s...so it’s not an immediate

issue, but we’re going to be back, you know, with sone
regularity on that kind of period.

BENNY WAMPLER: What’s a reasonable allowable?

MARK SWARTZ: Well, I think we’ve established that.

I mean, I’'d be reluctant to get into that without getting
Cl aude back here. | think we...l think what we did was we
cal culated, and I think...I didn’t see any set forth in the

order. W tried to calculate the remaining, recoverable
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reserves in the mne and divided it by the nunber of units
and that, | think, is how we zeroed in on the three hundred
and fifty.

BENNY WAMPLER: It was. | nean, we had testinony

from C aude that set that.

MARK SWARTZ: So | think...you know, | think

that---.

BENNY WAMPLER: What you’re saying is it’s proven

that your recovery is better than you previously estinated.

SANDRA RI GGS: Not over the total seal ed gob, but

off of these particular wells.

BENNY WAMPLER: That’s what I'm saying, per well,

where we cap per well, but it’s Jjust for...you anticipate---.

MARK SWARTZ: No, it’s per unit.

SANDRA RI GGS: Per unit was the three fifty.

BENNY WAMPLER: Per unit. I didn’t mean per well...
per unit.

MARK SWARTZ: It really...I think you’re asking me
two questions. | have no reason to suspect that the
allowables we set need to be changed, and I'm not sure that

the production really exceeds our expectations either.
mean, we knew we were going to get pretty good production

here because of the Ratliff well. So- - -.
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BENNY WAMPLER: | was seeing if we had a different

probl em than the one you were addressing.

MARK SWARTZ: And the problem..I think the problem

was we needed to have all owabl es to nake sure that everybody

got their share of the gas, and I think we need to stay with

that. I don’t know how to put a band-aid on. Do we need to

conme back, or how often do we need to conme back, or how do we
notify you. | nean, I---.

BENNY WAMPLER: Wel |, right now you cone back each

time you encounter this situation.

MARK SWARTZ: We’'re...we’'re comfortable with that.

BENNY WAMPLER: Ckay. Anything further?

MARK SWARTZ: No.

BENNY WAMPLER: Questions from nenbers of the Board?

SANDRA RIGGS: So, in the unit that you have

borrowed the MMCFs from there will be no wells in those
units?

MARK SWARTZ: In all probability, yes, that’s

correct.

SANDRA RI GGS: But even if thereis, it wll cap out

at the 700 for the conbi ned units?

MARK SWARTZ: |f they were two full units?

SANDRA RI GGS: Right, or proportionate part thereof.
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MARK SWARTZ: Right. R ght. So...but the idea is

to not use as many wel|s.

SANDRA RI GGS: Ri ght .

CLYDE KING Cut your nunber of wells.

MARK SWARTZ: Les didn’t show the pools...this map,

you see there’s nothing in S-21 and there’s nothing in S-18,
and that’s...the idea is to be allowed to produce those

allowables from some other unit’s well.

SANDRA RI GGS: And pay the royalties back as if

there were a well there.

MARK SWARTZ: Correct.

LES ARRI NGTON: Ri ght.

MARK SWARTZ: Basically, we’ve got wells that can

continue to produce for a long, long period of tine, but we
woul d have to shut themin at three hundred and fifty if we
didn’t do this.

CLYDE KING This is a three year deal ?

MARK SWARTZ: It’s...it’s about how long it takes us

to produce point three five MCF through one well.

BENNY WAMPLER. From this particul ar seal ed gob?

MARK SWARTZ: Right. Wich is still pretty good

pr oducti on.

BENNY WAMPLER: Anyt hing further?
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(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

CLYDE KING Move we approve.

BENNY WAMPLER: Motion to approve. |Is there a

second?

MASON BRENT: | second.

BENNY WAMPLER: Motion and second. Any further

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

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

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

(No audi bl e response.)

BENNY WAMPLER: You have approval. Do you have

anyt hing on the agenda next nonth?

MARK SWARTZ: W have one case, S-46. M guess is

if we could armwestle you into a retroactive order, if
we’ re successful, we could work with January, if that would
hel p.

BENNY WAMPLER: Well, we’ll see. We may have to

have it anyway. | was just trying to not run the Board

menber s ar ound.
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MARK SWARTZ: But I mean, if you’re down to two or

three, we can cone but it...do whatever is prudent and we can
live with it.

BENNY WAMPLER: Thank you.

MARK SWARTZ: Thank you for crossing the desert with

us this norning.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
f oregoi ng proceedi ng was recorded by ne on a tape recording
machi ne and | ater reduced to typewitten form under ny
supervision; that | was duly sworn by the Court to accurately
and correctly take down and transcri be the said proceedi ngs;
that the foregoing is a true and correct transcript of the
sai d proceedings; that | amneither Counsel for nor related
to any of the parties hereto and have no interest in the
mat t er what soever.

G ven under ny hand and sealed on this the 30th day

of Novenber, 1999.
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My comm ssi on expires:

NOTARY PUBLI C

August 31, 2001.
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