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BENNY WAMPLER: Okay. We’ll get started. Good

nmorning. M nanme i S Benny Wampler. I’m Deputy Director for
the Departnent of M nes, Mnerals and Energy, and Chairman of
the Gas and 0il Board; and I’11l ask the Board members to

i ntroduce thensel ves, starting with M. Brent.

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

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

KEN M TCHELL : My name is Ken Mitchell. 1I’'m from

Stafford County and I'm a citizen member on this Board.

SANDY RI GGS: My name Sandy Riggs. I’m not a member

of the Board. 1I’'m with the Office of the Attorney General
and I'm here to advise the Board.

MAX LEWS: Max Lew s, from Buchanan County, a
public nmenber.

CLYDE KING d yde King from Abi ngdon, a public

menber.

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

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

BENNY WAMPLER: Thank you. The first itemon the

today’s agenda is a petition from Pocahontas Gas Partnership
for pooling of a coal bed nethane unit identified as L-45,

docket nunber VGOB-00-03/21-0772; and we’d ask the parties
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that wish to address the Board to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of Pocahontas Gas Partnership.

BENNY WAMPLER: Just to test to acoustics in the

audience, can you hear...can you hear when we’re talking?
(No audi bl e response.)

BENNY WAMPLER: If you can’t, you may want to try to

nmove down cl oser and situate yourself where you can hear a
little better.
(Dennis Garbis enters the room a Board nenber.)

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

MARK SWARTZ: Well, since Les is ny star wi tness |

need to wait a m nute here.

BENNY WAMPLER: That’s fine.

(Leslie K. Arrington distributes exhibits.)

MARK SWARTZ: Ckay, Les, could you state your nane

for the record?

LESLIE K. ARRI NGTON: Leslie K  Arrington.

(Court Reporter speaks up that she needs to swear

the wiwtness in. The witness is duly sworn.)
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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 Who do you work for?
A Consol, Inc., as a permt specialist.
Q And did you prepare the notice of hearing

and the application and the exhibits with regard to Unit L-45
that we’re seeking to force pool today?

A | did.

Ckay. And, in fact, you signed those

docunents, correct?

A Yes, | did.

Q Ckay. Have you passed out today a set
of ...sort of a spreadsheet that has a set of notes that says
notes for March 21, 2000 hearing?

A Yes, | did.

Q s that a sunmmary of the basic information
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with regard to publication, notice, standing, interest to be
pooled, number of wells, whether or not there’s a permit, the
depth of the wells and the cost of the wells?

A Yes, it is.

Q And is that for...is that information that
is contained in each of the applications and exhibits that
are on the docket today?

A Yes, it is.

Q So, you could find this information by going
through the applications, but you’ve just summarized it here
for the Board?

A Yes, we have.

Okay. Who'’s the applicant in L-457?

A Pocahont as Gas Part nershi p.

Q s that a Virginia General Partnership?

A Yes, it is.

Q s it conposed of two partners, specifically

Consol i dati on Coal Conpany and Conoco, Inc.?

A Yes, it is.

Q s the request in the application that
Pocahontas Gas Partnership be designated as the unit operator
for this unit?

A. Yes, it is.
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Q And i s Pocahontas Gas Partnership authorized
to do business in the Commonweal th, has it registered with
DMMVE, and does it have a bl anket bond on file?

A Yes, it does.

Q Are the people that we’re seeking to pool
listed in the Notice of Hearing that was...that was mail ed
and published?

A Yes.

Q And to the extent that we had addresses for
the respondents listed in the Notice and again in Exhibit B-
3, did you mail to thenf

A Yes, we did.

Q Wth regard to Exhibit L-45, do you want to

add anybody today or subtract anybody?

A No, we do not.

Q Ckay. The Notice...Notices were mail ed
when?

A The Notice was mailed on February the 18th

the year...in 2000.

Q And have you filed a summary of the Noti ces,
and, in fact, copies of the green cards?

A Yes, we have.

Q Ckay. And this was...was the Notice
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published in the Bluefield Daily Tel egraph?
A Yes, on February the 22nd.
Q Ckay. And have you also filed a Certificate
of Publication with the Board this norning?
A Yes, we have.
Q Ckay. Tell the Board, with reference to the
notes, what the interest in the...on the coal clains and the

oil and gas clains are that the applicant has acquired?

A 67.50% of the coal, oil and gas interest.

Q And what are we seeking to pool today?

A 32. 5%

Q Okay. With regard to the leases you’ve
obtained and with regard to a willingness to | ease the

outstanding interest, what would the terms be that you’ve
been offering?
A A one-eighth royalty, a dollar per acre per

year with a five---.

Q s that a rental ?
A Arental. Wth a five year term
Q And once production comrences, what happens

to the well?
A The royalties take over and there’s no

rental paynent.



Q Ckay. And woul d you recommend t hose terns
to the Board to be inserted in any order with regard to the

deened to have been | eased situation?

A Yes, we woul d.

Q This is an 80 acre unit?
A Yes.

Q Under Gakwood |7

A Yes.

Q And it’s a frac unit?

A Yes, it is.

Q Okay. And does the plat show the | ocation

of the well?

A Yes, it does.

Q Now, 1f you’ll notice it’s really close to
the drilling w ndow.

A Yes, it is.

Q Wul d you tell the Board what you did with
regard to nmaking sure that that well is indeed inside the

drilling w ndow?

A Yes. W had to actually survey and pi npoint
that location so it would be just inside the drilling w ndow
to be 750 feet away fromtract nunber one.

Q And within the 300 foot drilling w ndow?

10
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In...yes.

Ckay. The...is that well drilled?
Yes, it is.

What’s the permit number?

4274.

What’s the depth of the well?

2,520 feet.

o > O » O » O P

And have you included in your application a

summary of the costs for that well?

A Yes, we have.

Q And. .. and what are those costs?

A It’'s $243,939.99.

Q And are you seeking to devel op the coal bed

met hane gas under this 80 acre unit below the Tiller Seanf
A Yes, we are.
Q And you don’t need a location exception

because you’ve surveyed the well to be inside the drilling

wi ndow?

A That’s correct.

Q On Exhibit B-3, have you set forth the
respondents’ interest in the unit?

A. Yes, we have.

Q Ckay. And that would be the nunber or

11
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percentage that they would use in terns of estimting
royalties or calculating costs to participate and those sort
of things?

A Yes, it would be.

Q Have you also filed with the Board today
a...an Exhibit E, addressing escrow, or is escrow not
required in this unit?

A Escrow woul d not be required. These are fee
OWners.

Q Ckay. Is it your opinion that the frac
wells shown on the plat and described in Exhibit C that the
drilling cost estimate is a reasonable way to devel op the
coal bed nethane within and under this unit?

A Yes, it is.

Q And by your title research and your | easing
and so forth, have you assured yourselves that the...that al
the owners and their correlative rights would be produced
...protected by this devel opnent?

A Yes, they woul d.

Q That’s all I have.

BENNY WAMPLER: What about the people that you don’t

have an address for?

LESLI E K. ARRI NGION: We’re con---.

12
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MARK SWARTZ: We publ i shed.

SANDRA RI GGS: No escrow?

BENNY WAMPLER: Escr ow.

LESLIE K. ARRINGTON: I'm working on identifying all

of those. We'’ve...we’ve contacted one of them. So,
hopefully, we’re going to get those addresses.

SANDRA RI GGS: But in the neanti ne?

MARK SWARTZ: Well, see, Exhibit E never

addresses...| nean, we...at this hearing, we never address
unl ocateables. W do that on our Affidavit of Elections.

So, I mean, you’ll...you know, if we can’t find them, you’ll
get sonething fromus when we...when we file for a

Suppl enmental Order. Exhibit E only addresses, as we file it
anyway at this hearing and you’ll see some other ones, are
just conflicting clains.

SANDRA RIGGS: Conflicting clainms. But in the Oder

itself, we...we nornmally in the escrow paragraph state
whet her an escrow...the agent needs to set up an account or
not .

MARK SWARTZ: Ckay.

SANDRA RI GGS: Either under conflicting or unknowns

and unl ocat eabl es. So, in this, we wuld have...at this

poi nt four unl ocateables, right?

13
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MARK SWARTZ: You just...you do include themin the

Order on those tracts, but you’ll also get something further
fromus, you know, in the Supplenental Order and we may be
able to tract these people down.

CLYDE KING Do we know the percentage of those

peopl e?

MARK SWARTZ: Uh-huh. Yes, the...if you | ook at B-

3, take tract two, for example, I mean, we’ve...we know what
that tract...what percentage needs to be assigned that entire
tract and as we run these people down. hopefully we can
determine their undivided interest; and you’ll see the same
thing for...well, on both the coal and the oil and gas side
of tract two. It’s 12.775%.

BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: |Is there a notion?

CLYDE KING So noved, M. Chairnan.

MASON BRENT: Second.

BENNY WAMPLER: Moti on and second to approve the

application. Any further discussion.

14
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(No audi bl e response.)

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

(AI'l Board nmenbers except for Max Lewi s indicate

yes.)

BENNY WAMPLER: Qpposed, say no.

MAX LEW S: No.

BENNY WAMPLER: One no. The application is
appr oved.

The next itemon the agenda is a petition from
Pocahontas Gas Partnership for pooling of a coal bed net hane
unit identified as N-37, docket nunber VGOB-00-03/21-0773,;
and | have a request to conbine four itens here. |[|f there
are no objections, I’'1ll go ahead and call those and then if
any parties want to address the Board for any of those docket
nunbers, just let us know. The next one will be a petition
from Pocahontas Gas Partnership for pooling of a coal bed
met hane unit identified N 38, docket nunber VGOB-00-03/21-
0774; and coal bed nethane unit identified as N39, docket
nunber VGOB- 00-03/21-0775; and coal bed net hane unit
identified as O 44, docket nunmber GOB-00-03/21-0776.

We’d ask the parties that wish to address the Board
in these matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington, again

15
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on behal f of Pocahontas Gas Partnership.

(Leslie K. Arrington distributes exhibits.)

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 Ckay, Les, you need to state your nane,
agai n?

A Leslie K Arrington.

I want to remind you, you’re still under

oat h.

A Yes.

Q Who do you work for?

A Consol, Inc., as a permt specialist.

Q Ckay. And did you prepare, or cause to be

prepared the Notice of Hearing, the applications and the
rel ated exhibits for Units N-37, N-38, N39 and O 44?

A Yes, | did.

Q Did you cause copies of the Notice, the
application and related Exhibits to be mail ed?

A. Yes, | did.

16
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Q When did that happen?

A The Notice was mailed on February the 18th
of 2000 and published in the Bluefield Daily Tel egraph,
February the 22nd, 2000.

Q And this norning, have you filed your
certification with regard to nmailing and copies of the green
cards and a copy of the Bluefield Daily Telegraph’s
Certificate of Publication for each of these four units?

A Yes, we have.

Q Now, are each of these units that you’re

seeking to pool QGakwood | units?

A Yes, they are.

Q So, we’re talking about frac units?

A Yes.

Q And is there one well proposed for each
unit?

A Yes, it is.

Q And do the plats disclose that each one of
the wells is within the 300 foot offset drilling w ndow?

A Yes, it is.

Q So you don’t need a location exception for

any of these units?

A. No, we do not.

17
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Q Have the wells been drilled with regard to
t hese four units?
A N-39 and O 44; N-37 and N-38 is presently

under constructi on.

Q kay. So did that nean that 39 and 44 are
drilled?

A Yes, they are.

Q Ckay. And...and 37 and 38 are being

const ruct ed?

A They are under construction, yes.

Q Ckay. Could you tell the Board what the
proposed depth of the wells or the drilled depth of the four
wells is?

A Yes. Yes. N 37 is 2,083 feet; N-38 2,131
feet; N-39 1,840.10 feet; O 44 is 2,560.50 feet.

Q And have you filed an Exhibit C which sets
forth either the cost of drilling and conpletion or the
estimated cost of drilling and conpletion for each one of

t hese four wells?

A Yes, | have.

Q And...and what is that is either actual cost
or estimated cost?

A In...in most cases, at this time it’s still

18
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estimated. We’re still working out there on...on each of
them. So, it’s estimated costs...and the estimted cost for
N-37, $231,454.85; N 38, $232,862.45; N-39 is $219, 523. 33;
and O 44 is $243, 867. 66.

Q Now, with regard to your standing, or
Pocahontas Gas Partnership’s standing in each of these units,
meaning the interest that they’ve either | eased or otherw se
acquired, what is the interest they’ve acquired in each unit
and what is the interest that...that this pooling app...or
t hese applications seek to...to pool ?

A Ckay. For Unit N-37, we | ease 100% of the
coal and we have a coal bed net hane | ease on 99. 88035% from
the coal, o0il and gas owner and we’re seeking to pool
0.11965% of the coal, oil and gas interest. For N 38, we
have | eased 99. 89905% of the CBM .. coal bed nethane fromthe
coal and gas owner and we’re seeking to pool 0.10095% of the
coal, oil and gas interest and we have a 100% of the coa
| eased. For N 39, we’re seeking...we own or lease 99.8965%
of the coal, o0il and gas and we’re seeking to pool 0.10035%
of the coal, oil and gas...coal bed nethane. W |eased 100%
of the coal. Unit O 44, we own or |ease 99.9185% of the
coal, oil and gas coalbed methane. We’re seeking to pool

0. 05315% of the coal, oil and gas interest coal bed nethane.

19
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In that unit we | ease 100% of the coal

Q In all four of these applications, is
Pocahont as Partnership the applicant?

A Yes, it is.

Q And Pocahontas Gas Partnership is a Virginia

General Partnership that has two partners who are

Consol i dation Coal Conpany and Conoco, Inc., is that correct?
A That’s correct.
Q In each of these four applications, is there

a request that Pocahontas Gas Partnership be the Board’s
desi gnated unit operator?

A Yes, it is.

Q Has Pocahontas Gas filed the necessary
paperwork to becone authorized to do business in the
Commonweal th, is it registered with the Departnent of M nes,
M neral s and Energy and does it have a bl anket bond on file?

A Yes, we do.

Q In each of these four applications, have you

named the folks that you’re seeking to pool in the Notice of

Heari ng?

A W have.

Q And do you also list themagain in the...in
Exhi bit B-3?

20



© 00 N o o b~ w N P

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

)
1

A Yes, we have.

Q And to the extent you currently have
addresses for these folks that are listed in B-3 and you
mai l ed to thenf

A We did.

Q I n Exhibit B-3, have you also set forth,
across fromthe tract and the folks interested in each tract,
or claimng under each tract, their percentage in the unit?

A Yes, we have.

Q And woul d that be the percentage that w |
be used for royalty calculations and...and to calculate a
carried interest, for exanple, or a participation cost?

A Yes, it would be.

Q Wth regard to these four units today, do
you want to add anybody or subtract anybody as a respondent?

A No, we do not.

Q Obviously you’ve leased, you know, something
on the order of 98 or 99 percent of each of these units.

What are the terns that you have offered to the fol ks that
you’ve been able to lease from?

A From a coal bed net hane | ease, we generally
use a one-eighth royalty, a dollar per acre per year with a

five year termand a dollar per acre per year as a rental

21
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paynment until roy...production begins.

Q Ckay. And woul d you recommend that those
terms be included by the Board in any Order it mght enter
wWth regard to the deened to have been | eased situation?

A Yes, we woul d.

Q The...the pool that you’re seeking to
devel op here under the Cakwood | Field rules is fromthe

Tiller on down...coal bed nethane fromthe Tiller on down?

A Yes, it is.

Q And at each of these units you’re proposing
only one well---7?

A That’s correct.

Q ---at this point? ay. |Is it your opinion

that the plan of development that’s disclosed by each of
these applications is a reasonable plan to devel op coal bed
met hane under these four units?

A Yes, it is.

Q And by virtue of the title work that you’ve
done to try and identify the claimants and fol ks who have
correlative rights in these units, is it your opinion that
this app...these applications actually wll protect...serve
to protect correlative rights and | essen the |ikelihood of

bot h physical waste and econom c waste in these units?

22
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Yes, it will.
Q Now, let’s take each of the units and
make...and see what the escrow situation is. Wth regard to
N-37, you have...you have included and Exhibit E indicating

that there is...there are conflicting clains, at |east at

this point, that would require escrow. |s that correct?
A That’s correct, we have.
Q And to the extent any addresses are unknown

at this point, that would be disclosed by your Exhibit B-3,

correct?

A It would be. There is none.

Q Ckay. Turning to N-38. Does Exhibit Eto
that application also disclose the requirenent for escrow

concerning tract nunbers...tract nunbers two and three?
Yes, it does.

And that addresses the conflicting claim

i ssue?
A Correct.
Q Are there any unlocated folks in this---7?
A No, there’s...no, there’s not.
Q Wth regard to N-39, Exhibit E again

di scl oses a requirenent for escrow concerning conflicting

clains in tracts two and three. Is that correct?

23
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Yes.
Are there any folks that are unlocated in
this unit?
A No.
Q Wth regard to O 44, Exhibit E shows a
requi renment of escrow for conflicting clains for tract three.
s that correct?
A | believe. Yes.
Q And are there any folks that you’ve been
unable to locate in O 44?
A I don’t believe so. I couldn’t remember
t hat one. No.
Q That’s all I have.

BENNY WAMPLER: Questions from nenbers of the Board?

KEN M TCHELL: M. Chai rnman, one...one technica

question on pricing.

BENNY WVAMPLER M. M tchel | ?

KEN M TCHELL: I’d...I’'d waited until we got to

nunber two before | wanted to ask ny question because nunber
one involves number two; and I know it’s number two. Number
one is history. But on Unit nunber L-45, which is docket
number one, item...it’s the sixth item down. It’s on the

J-55 casing, you reference $.52 cents per foot and then in
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docket nunmber two, which references N-37, the sane itemis
referenced at $.30 cents a foot; and then on docket nunber
three and four you go back to $.50 cents a foot...$.52 cents

a foot. So, I didn’t know i1if that was a technical---.

LESLIE K. ARRINGTON: That may be a...l may have

just copied sonething in there wong.

KEN M TCHELL : Okay. Because like I said it’s $.52,

$. 30---.
LESLI E K. ARRI NGTON:  $. 30.

KEN M TCHELL: ---$.52, and $.52.

LESLIE K. ARRINGTON: Ckay. |...l can go back and

check that and revise it.

KEN M TCHELL: | just wanted to call to your

attention because that’s...that’s going to---.

LESLI E K. ARRI NGTON: Ckay.

KEN M TCHELL: It’s probably just a couple hundred

dollars, but it will affect your...your total.

BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: You will revise Exhibit C and submt

it---7?

LESLI E K. ARRI NGTON: Yeah. Yes.
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BENNY WAMPLER: ---to M. W/Ison?

CLYDE KING Exhibit 3 is the one we were talking

about ?

BENNY WAMPLER: He’s tal ki ng about the...on the

second item he was tal king about their AFE.

CLYDE KING Yeah. Okay.

BENNY WAMPLER: There’s an Exhibit C. Is there

anything further?

MARK SWARTZ: No.

BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: |Is there a notion?

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

applications as submtted.

BENNY WAMPLER. Motion to approve.

DENNI S GARBI S: 1’11 second.

BENNY WAMPLER: 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. Qpposed, say no.

(No audi bl e response.)
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BENNY WAMPLER: You have unani nous approval. | have

a request to conbine the next two itens, six and seven, on
our agenda. They are a request...a petition from Pocahontas
Gas Partnership for pooling of coal bed nmethane unit
identified as P-43, docket nunmber VGOB-00-03/21-0777; and a
petition to pool coal bed nethane unit identified as P-44,
docket nunber VGOB-00-03/21-0778. We’d ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

MARK SWARTZ: Mark Swartz and Les Arrington again

(Leslie K. Arrington distributes exhibits.)

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 Ckay, Les, you need to state your nane again
for us?
A Leslie K Arrington.
You’re still under oath from the last
heari ngs.

A Ckay.
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Q These two units are also Cakwood | units,
correct?

A They are.

Q Did you have a problemw th the title in
these two units that...or atitle issue that cane up between
the tine you filed for permits and the tine you filed these
pool i ng applications?

A Yes, we did.

Q Could you tell the Board that may have been?

A Yes. After we filed the permt application

and got in the field and started constructi on work,
peopl e. .. neighbors and people in the fields tell...kept
telling us, we think you don’t own all that tract and we done
further title work and found that we didn’t. So, we have
done our...sent our permt nodifications and done sone
addi tional purchasing, but was still unable to acquire al
the interests and that’s what we’re here for today.

Q To pool that outstanding interest that you
di scovered?

A To pool the outstanding...yes.

Q Ckay. And the permt nodifications, were
they filed at roughly the sane tine this application was

filed?
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A Yes, they were.

Q So, about a nonth ago?

A Yes.

Q Have you recei ved any objections?

A To date, | have not, no.

Q Ckay. Wth regard to these two applications

then, who is the applicant?

A Pocahont as Gas.

Q And is Pocahontas Gas a Virginia Genera
Par t ner shi p?

A Yes, it is.

Q Are the two partners Consolidation Coal
Conpany and Conoco, Inc.?

A Yes, it is.

Q Do both of these applications request that
Pocahontas Gas be designated as the Board’s unit operator?

A Yes, it...yes.

Q | s Pocahontas Gas Partnership authorized to
do business in the Commonwealth, is it registered with the
Departnent of M nes, Mnerals and Energy, and does it have a
bl anket bond on file as required by | aw?

A Yes, we do.

Q Did you either prepare yourself, or cause to
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be prepared under your direction, the Notices of Hearing, the
applications and the rel ated exhibits concerning Units P-43
and P-44?

Yes, | have.

Q Are the nanes of the folks that you are
seeking to pool today listed in the Notice of Hearing that
was sent out or mailed out with regard to both of these
units?

A Yes, it was.

Q And are they also listed in Exhibit B-3 to
both of these units?

A Yes, they are.

Q Do you want to add or subtract anybody as a
respondent today?

A No, we do not.

Q When did you nmail the Notice and application
and exhi bits?

A W mailed the Notice on February the 18th of
2000, and it was published in the Bluefield Daily Tel egraph
on February the 22nd, 2000.

Q Ckay. And have you filed with the Board
today copies of the Bluefield Daily Tel egraphs Certificate of

Publ i cati on and your certification with regard to the nmailing
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of Notice?

A Yes, we did.

Q With regard to the interest that you’ve been
able to acquire and in regard to the interests that need to
be pool ed, could you...could you tell the Board what those
are?

A In...in both cases, we | ease 100% of the
coal ; and coal bed net hane, we |ease in P-43 99. 96605% of the
coal; and in the oil and gas interest, we own or |ease
97.0418%. We’re seeking to pool 0.03395% of the coal
interest, and 2.9582% of the oil and gas interest. In P-44,
we own or |ease 100% of the coal bed net hane, coal, coal bed

met hane and 97.0418% of the oil and gas interest.

Q Now, did you read that wong?

A Let me get that...I’'m sorry, I read it
wrong. Yeah. 99.808% and we’re seeking to pool zero of the
coal, and 0.192% of the oil and gas interest.

Q s one well proposed for each of these
units?

A Yes, it is.

Q And is...are each of the wells inside of the

drilling w ndow?

A Yes, they are.
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Q Have they been drilled yet?

A Yes, they have.

Q Ckay. And...and have you recorded
the...either the actual costs or in sone instances a
conmbi nation of actual costs and estimted costs for these
wel | s?

A It is a conmbination and for well P-43, the
total depth was 1,916.20 feet at a cost of $220, 339. 25.

P-44, was drilled to a total depth of 2,307.10 feet at an
estimated cost of $233, 818.51.

Q Ckay. Wth regard to both of these wells,
are you waiting for the frac to occur?

A They’re just in various stages. I'm not
sure, you know, what stage it’s in.

Q Ckay. Okay. Wth regard to the interest
that you’ve already acquired in both of these units, what are
the lease terms that you’ve been offering for coalbed methane
| eases?

A Coal bed nethane | ease is a dollar per acre
per year rental, a one-eighth royalty with a five year pay up
term with a dollar per acre rental, stopping at the
begi nning of royalty paynents.

Q Ckay. And these are both 80 acre frac units
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under OCakwood | ?

A Yes, they are.

Q And the pool that you’re seeking to develop
woul d be the coal bed nethane gas fromthe Tiller on down?

A Yes, it is.

Q Now, does Exhibit B-3 set forth the interest
in the unit of each of the folks that you’re seeking to pool?

A Yes, it does.

Q And woul d that be the percentage that...that
woul d be used to calculate a carried interest, a
participation or a royalty?

A Yes, it would be.

Q Also, have you submitted an Exhibit E, let’s
start with Unit P-43?

A Yes.

Q And that discloses that there is a
requi renent here that sonme owners are in conflict and with
regard to the tracts identified in Exhibit E and the owners
identified, there’s a necessity for Board escrow?

A Yes, there is.

Q Are there any unknown or unl ocateabl e fol ks
in Unit P-43 at this point?

A No.
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Q kay. Wth regard to Unit P-44, is there
al so a need to escrow because of conflicting clains in the
unit?

A Yes, there is.

Q And the tract...the two tracts, tract one
and tract three, are identified in your Exhibit E to the
application?

A Yes.

Q And the folks within those two tracts are
al so identified?

A Yes, they are.

Q Wth regard now again to P-44, are there any

fol ks that are not |ocateable or not |ocated or unknown at
this point?

A No.

Q Ckay. Wth regard to 44 of this norning,
have you submtted a revised Exhibit A page two?

A Yes, | did. Yes, we did.

Q So, that would be a revision since the
application was filed?

A. Yes, it is.

Q And the coal interest was m sstated on that

as | recall?
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Yes.

So, you just straightened...strai ghtened

t hat out?
That straightened it out. Unh-huh
It reported a 100% It should have been
zero?
A Correct. That’s what it was.
Q Lastly, is it your opinion that the plan to

devel op the coal bed net hane under each of these units using
one well as disclosed by your applications is a reasonabl e
way to devel op the coal bed net hane under these units?

A Yes, we do.

Q And do you believe that through your
research into the title here that you have, in fact, |ocated
or identified the owners and claimants within this unit and
that this app...these applications will, in fact, protect
their correlative rights?

A Yes, it will.

Q That’s all I have.

BENNY WAMPLER: Let ne go back to the...when you

tal ked about the title issue that you had. D d anything that
you had di scovered there cause your exhibits here to change?

LESLIE K. ARRI NGTON: Not...well, when we di scovered
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it, there was several interests that we did...we were able to
purchase and then those are the interests that we coul d not
purchase or | ease.

BENNY WAMPLER. So, it happened prior to your

application here then? Not since...l...l thought you said
early on that it was since you applied to the Board that you
had nmade that discovery?

LESLI E K. ARRI NGTON: No.

BENNY WAMPLER: I’'m sorry. I misunderstood you.

MARK SWARTZ: Since we filed for the permt---.

LESLI E K. ARRI NGTON: Permt application, yes.

BENNY WAMPLER: | m sunderstood. Ckay.

MARK SWARTZ: That’s okay.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Boar d?

MASON BRENT: | just have one question.

BENNY WAMPLER: M. Brent?

MASON BRENT: I think I’ve asked this question

before. | notice in all of your applications here, your

esti mated production ranges anywhere froma 125, 000, 000 cubic
feet to 550,000,000 cubic feet. That’s a pretty wide spread.
Do you not have enough experience yet in these units to...to

narrow t hat estinate?
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LESLI E K. ARRI NGTON: Well, we have found across the

field that we are getting a wide range in...for instance,
last year’s drilling we found that...we found zero production
on up to good production and that’s the reason for our wide
range. We have drilled nunmerous holes that just...in the
same general vicinity that they’re just not producing. So,
we...yes, the range is pretty w de.

MARK SWARTZ: And anot her factor, when this project

first started, we were drilling in the hottest areas and we
sort have had a feel for where they would be and we have
recently completed another line to grant and...and we’re
really drilling nore out of the...of the center and the
hottest areas of the fields. So, | think initially---.

MASON BRENT: Production is nore sporadic?

MARK SWARTZ:. ---our expectations were pretty

optimistic with regard to all of the wells and we’ve got
ourselves in a situation now where they really...there
is...is more of a variation, but it’s because we’re moving
out of the center of the field. 1Is that---?

LESLIE K ARRINGION: TIt’s...it’s becom ng...sone of

our drilling is becom ng nore of a just speculation type gas
drilling.
MASON BRENT: Thank you.
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BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: |Is there a notion?

KEN M TCHELL: Mbotion for approval, M. Chairnman

BENNY WAMPLER. Moti on for approval.

MASON BRENT: | second.

BENNY WAMPLER. Second. Any further discussions?

(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

MARK SWARTZ: Coul d we...naybe could you call these,

and then could we just take a nonent so Les can get the next
five together and pass them out?

BENNY WAMPLER: Ckay, the people in the audience

don’t have the Board’s agenda here. But for the Board’s
information, we’ve been asked to combine eight, nine, ten,

el even and thirteen. | will read the docket nunbers so that
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you’ll know we’re skipping twelve and we’ll come back to that
one for purpose of conbining.

The first item..the next itemon the agenda then
will be a petition from Pocahontas Gas Partnership for
pooling of a coal bed nethane unit identified as Q 43, docket
nunber VGOB- 00- 03/ 21-0779; pooling of coal bed net hane unit
identified as Q 44, docket nunber VGOB-00-03/21-0780; coal bed
met hane unit identified as R 43, docket nunmber VGOB-00-03/21-
0781; coal bed nethane unit identified as R-44, docket nunber
VGOB- 00- 03/ 21-0782; and coal bed net hane unit identified as
S-44, docket nunber VGOB-00-03/21-0784; and we’d ask the
parties that wish to address the Board in these matters to
conme forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington, again

on behal f of Pocahontas Gas Part nershi p.

BOB WLSON: M. Chairman.

BENNY WVAMPLER M. W/ son?

BOB WLSON: W have received three letters froma

Ms. Dolly R Horn, Ms. Carrie Hanond and M. George J.
Cantrell voicing objections to this pooling and these
proceedi ngs. | have copies of these letters for each of the
Board nenbers.

BENNY WAMPLER: Okay. If you’ll distribute those,

39



[ —

pl ease.

2 MARK SWARTZ: We haven’t received those. So, 1if
3 you’ve got extra copies, that will be great.

4 (Bob Wl son distributes copies of the letters to
5 the Board nenbers and Mark Swartz. Board nenbers confer

6 anong thensel ves.)

7 BENNY WAMPLER: We’11 take a few minutes so the
8 Board can read these because we’ve just received them.

9 (O f record.)

10 (Leslie K. Arrington distributes exhibits.)

11

12 LESLI E K. ARRI NGTON

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

14 fol |l ows:

15 DI RECT EXAM NATI ON

16 QUESTI ONS BY MR SWARTZ:

17 Q Ckay. State your nane for us again.

18 A Leslie K Arrington.

19 Q You’re still under oath?

20 A Yes.

21 Q Did you prepare, or cause to be prepared,

22 the Notices of Hearing, applications and the exhibits in

23 regard to Q 43, Q44, R 43, R 44 and S-44 that we’re seeking
24
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to pool today?

A Yes, | did.

Q Ckay. In all of these five applications, is
Pocahont as Partnership the applicant?

A Yes, it is.

Q And Pocahontas Gas Partnership is a Virginia
General Partnership? |Is that correct?

A Correct.

Q And the two partners in that partnership are
Consol i dati on Coal Conpany and Conoco, Inc., right?

A Yes, it is.

Q Does each of these applications ask the
Board as part of its Order to designate Pocahontas Gas
Partnership as the unit operator for each of these units if
they’ re pooled?

A Yes, it is.

Q | s Pocahontas Gas Partnership authorized to
do business in the Commonwealth, has it registered with the
Departnent of M nes, Mnerals and Energy, and does it have a
bl anket bond on file?

A Yes, it does.

Q Wth regard to each of these units, have you

listed in the Notice of Hearing, and then again in Exhibit B-
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3, all of the respondents that you’re seeking to pool?

A Yes, we did.
Q Okay. And when did you nmail to these fol ks?
A These were mail ed on February...on February

the 18th of 2000, and it was published in the Bluefield Daily
Tel egraph on February the 24th, 2000.

Q And have you this norning filed wth Board
copies of the Bluefield Daily Telegraph’s certificate of
publication with regard to each of these units and also filed
your certificate with regard to nmailing and the rel ated
copi es?

Yes, we have.

Q Are each of these units 80 acre frac units

in the Gak...under...drilled or sought to pooled and drilled

under the GCakwood | rul es?

A Yes, it is.

Q s there one well proposed for each of these
uni ts?

A Yes, with the exception of S 44.

Q Ckay.

A But that’s into the future. Something we’ll

be devel opi ng.

Q Ckay. But at this point, your plan...your
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i medi ate plans are one well per unit with the possible
exception of S-44?

A. That’s correct.

BENNY WAMPLER: Mark, |let nme stop you there. |

understand there nmay be sone parties that wish to address the
Board in this matter and et themcone forward at this tine
if they’d like.

MARK SWARTZ: Ckay.

BENNY WAMPLER: Just so they’re down here and have

the same information we’re seeing.

ORIS CANTRELL: I'm Oris Cantrell. I want to speak

on sone of this here on that.

BENNY WAMPLER: We’1ll need you to come down because

we can’t record it from back there. Any...any of you that
are interested, we’ll...we’ll make a microphone available to
you.

(Ois Cantrell cones before the Board.)

Q Les, do you want to add or subtract any
respondents today?

A Yes. There is...as you’ll notice, there’s
sonme revi sed exhibits and we have | eased 52% of the Janes
Cantrell interest and the interest that we’re seeking

to...the parties we’re seeking to dismiss are listed on that
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list that | passed out. They’re so numerous that...unless
you want ne to go through each one of them

Q Have you al so provided the Board nenbers
with, although we didn’t have enough copies, with some copies
for themto share of an exhibit, which is entitled Janmes H.
Cantrell heirs, 48.28 acres all mnerals except coal, which
lists all of those folks and then indicates if and when a
| ease was offered and whether or not a | ease was obtai ned?

A That’s correct, i1t does.

Q And there’s a lease date column in which
there are a nunber of dates indicating that | eases were
obtained fromthese...sone of these folks, correct?

A It is.

Q And what is...is there a cutoff date for
this exhibit?

A Yes, it was. To prepare for this hearing, |
had to nake a cutoff date to get ny exhibits prepared and it
was cutoff as of March the 14th and there has been one...one
additional lease taken since then. We’ll have to do that on
our suppl enental order.

Q And are there other potential |eases as
wel | ?

A. There coul d be.
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Q Ckay. But at |least as of March the 14th
this shows the Cantrell heirs that you have been able to
| ease?

A That’s correct.

Q Okay. And the exhibits that were filed
today, by that, | nmean the Revised Exhibits B-3, B...A
reflect the | eases that...of course, the percentages and the

| eases that you woul d have obtained through March the 14th?

A Yes, it did.
Q Ckay. So, those would...should be...if you
compare those, for example, let’s Jjust take...let’s just take

Q 43, when you filed for this hearing in Q43, if you | ook at
A...at A...page...Exhibit A, page two, you’re seeking to pool

35.32983% - - ?

A Uh- huh.

Q ---of the oil and gas, correct?

A That’s correct.

Q And now if we | ook at the Revised Exhibit A

page two, which, you know, is through...which reflects | eases
t hrough March the 14th, what are you seeking to pool as of
t oday?

A 9. 99368%

So, you were able to | ease about 26%
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A W have.

Q Between filing and today?

A Yes.

Q If we were to nmake the sanme conparison with

regard to the other four units that we’ve conbined for this
hearing, in each instance, would we see that you have
obtai ned | eases for significant portions of the outstanding

interest between the tine you have filed and today?

A That’s correct, 1t will indicate that.

Q But nevertheless, there is still a need to
pool ?

A It is.

MASON BRENT: So, what’s on this sheet is correct?

LESLI E K. ARRI NGTON: That is...that’s...yes.

MASON BRENT: The notes from March 21, 2000 heari ng
is correct?

MARK SWARTZ: Yes. Except, with a caveat, that it’s
correct through March the 14th and when t he Suppl enent al

Order is filed, it will reflect at | east one nore | ease and
possibly more leases. So, it’s going to change again. But
not...not until that happens.

Q Now, if you would, Les, go through the notes

for...the exhibit notes for the March 21 hearing and indicate
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again what it is as of March...what the standing is and
the...and what the interest outstanding that needs to be
pool ed was as of March the 14th with regard to each of these
units?

A Okay. Unit Q 43, the coal bed net hane | ease
fromthe coal, oil and gas owner, we have 100% of the coa
leased and 90.00632% of the o0il and gas interest. We're
seeking to pool 9.99368% of the oil and gas interest. W
have a 100% of the coal |eased there. Unit Q 44, we...we’ve
| eased, for a coal bed nethane, 100% of the coal and 94.33662%
of the o0il and gas interest. We’'re seeking to pool 5.66338%
of the oil and gas interest. Unit R-43, coal bed net hane
interest, we | eased 100% of the coal and 88.21866% of the oi
and gas interest. We’re seeking to pool 11.78134% of the oil
and gas interest. Unit R-44, coal bed nethane interest, we
| eased 100% of the coal and 86.343% of the oil and gas
interest. We’re seeking to pool 13.657% of the o0il and gas
interest. In S-44, coal bed nethane interest, we | eased 100%
of the coal and 99.91136% of the o0il and gas interest. We're
seeking to pool 0.08864% of the oil and gas interest. |In al
cases, we have 100% of the coal |eased under these tracts.

Q Wth regard to the | eases that you have

obtained fromfolks in this unit, and specifically fromthe
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Cantrell heirs that are listed on the exhibit that you filed

today to show who you’ve leased---7?

A Uh- huh.

Q ---what are the lease terms that you’ve been
of fering?

A It’s our standard coalbed met hane | ease. A

one-eighth royalty and a dollar per acre per year with a five
year paid up termfor a coal bed nmethane | ease and with the

dol l ar per acre per year, stopping upon paynent of royalties.

Q Now, we know t hat each one of these units is
a...is a...is going to be a frac unit under the OGakwood I
rules and is the...is the coalbed methane pool that you’re

seeking to develop by these five wells the coal bed net hane
fromthe Tiller on down?

A Yes, it is.

Q Wth regard to the status of drilling or
proposed wells, let’s...let’s...in which well...in which
units have wells already been drill ed?

A Q 43, Q 44, R 43 and S-44.

Q Have you filed for permt nodifications with
regard to any of the wells that were drilled?

A I believe we’ve filed Q-44, Q43 and R-43.

S-44 is being drafted.
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Q Permt nodification?
A Yes, it is.
Q Ckay. Do you know whet her or not a permt

application for R 44 has been submtted yet?

A Yes, it has.

Q Ckay. It was...it was just..just very
recently?

A About the sane tinme of all of our filings.

These applications, the permt nodifications.

Q So, within the | ast nonth?
A Yes.
Q Ckay. Wuld you go through each of the

units and tell the Board what the...either the depth of the
well that has been drilled or that’s proposed and the
estimated costs for each of the wells?

A Yes. Unit Q43, the well is drilled to a
total depth of 2,164.50 feet at a cost of $234,355.17. Q 44,
it’s been drilled to...to a total depth 2,013.80 feet at a
cost of $242,999.88. WIlI|l R 43, has been drilled; it’s depth
was 1,685.70 feet at a cost of $220,291.11. Well R 44
is...we haven’t received a permit on that well yet. The
estimated depth 1,626 feet to a estimated cost of

$220,542.30. And S-44, it’s been drilled to a total depth of
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1, 824.90 feet,
Q
of these units,

A

> O > O >

Q
to pay royalty?
A
Q
carried costs?
A
Q
listed in B-37?
A
Q
address that?

A
Q

t he estimated cost of $230, 318. 62.

In the Exhibits B-3 and with regard to each

you filed a Revised Exhibit B-3---7?

Yes.

---correct?

Yes.

Is there a colum entitled interest in unit?
Yes, it is.

And that’s opposite each respondent’s name?
It is.

And is that the percentage that will be used

Yes, it is.

And to cal cul ate participation costs or

Yes, it is.

Are there any unknowns or unl ocateabl es

Yes, there is.

Ckay. So, the Board Order would need to

Yes, it woul d.

Staying with Q 44, have you al so provided
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the Board with an Exhibit E which sets forth the requirenents
that you believe are necessary concerning conflicting owners
and conflicting clains?

A Yes, we have.

Q And that Exhibit E al so shows certain people
wher e addresses are unknown?

A It does.

Q Turning to Unit Q 44, and directing your

attention to B-3, again there are fol ks whose addresses are

unknown?

A Yes.

Q And is there a requirenent for escrow?

A Yes, there is.

Q And have you submtted an Exhibit E?

A Yes, we have.

Q And that requirenent for escrow with regard
to Exhibit E that’s addressed is conflicting?

A Yes, it is.

Q Wth regard to Exhibit R 43 in your Revised

Exhibits B-3 and E, are there unl ocateable fol ks?
A. Yes, it is.
Q And have you set forth in Exhibit E the

escrow requi renents to address the conflicting clainms issues?
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A Yes, we have.
Q Wth regard to R 44, are there again people

that are, at least at this point, unlocateabl e?

A Yes, it is.

Q And are they identified in Exhibit B-3?

A Yes.

Q In Exhibit...Revised Exhibit E, have you set

forth the requirenents as you see themfor escrow because of
conflicting clains or interests?

A Yes, it is.

Q And lastly, with regard to Exhibit...or with
regard to Unit S-44 in Exhibit...Revised Exhibit B-3, are
there folks that are identified as unl ocateabl e?

A Yes, it is.

Q And have you submtted an Exhibit E with
regard to Unit S-44?

A Yes, we have.

Q And does Exhibit E address the tracts in
whi ch there are conflicting clains and escrow for that reason
woul d be required?

A Yes.

Q When was the last tine you tal ked to your

| and peopl e about the status of leasing further folks in this
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unit?

A Yest er day.

Ckay. And what were you told in terns of

whet her or not there was any...anythi ng ongoi ng?

A He’s continuing to try to do leases and as
of yesterday he did...had acquired one since March the 14th.

Q Does this exhibit listing of the James H.
Cantrell heirs also show fol ks to whom | eases have been
offered, but where they haven’t accepted?

A Yes, it does.

Ckay. And the dates of that?

A I'm sorry.

Q And t he dat es?

A Yes, it does.

Q Wth regard to these five units, is it your

opi nion that the plan of devel opnent using the one frac well
under the Cakwood | rules is a reasonable plan to devel op
coal bed nethane fromthe Tiller on down?

A Yes, it is.

Q And will the proposed well in each of these
units contribute to the protection of the correlative rights
to various owners and their conpeting clains and interests

and assure that those funds are escrowed awai ti ng an
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adjudication as to...as to who’s entitled to them?
A Yes, it does.
Q That’s all I have.

BENNY WAMPLER: This is Janes H Cantrell heirs

sheet that you’ve...did you identify that as an exhibit?

MARK SWARTZ: Ot her than as Janes H. Cantrell heirs

spreadsheet, we didn’t give it a number. If you want us to,
we can.

BENNY WAMPLER: I...I’d like to have it put in the

record. You testified fromit.

MARK SWARTZ: Why don’t we...why don’t we call it F.

BENNY WAMPLER. Ckay. Do you want to go ahead and

make that as an---?

MARK SWARTZ: So we’ll just identify that as...if

you could just nake---.

BENNY WAMPLER: Exhi bit F?

MARK SWARTZ: Right. Exhibit F

BENNY WAMPLER. M. Cantrell, do you want to go

ahead and identify your nane for the record for us?

ORIS CANTRELL: Yeah, I’'m Oris Cantrell. I’'m one of

James H. Cantrell’s heirs.

BENNY WAMPLER: Go ahead and---.

ORIS CANTRELL: TI'd like to speak on really finding
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out who you | eased the coal from You know, who you obtai ned

it. To ny understanding, we still own the coal nethane and
oil.

LESLIE K. ARRINGION: | believe...|l have to | ook at
that real quick. I believe it’s Hurt McGuire.

ORI S CANTRELL: Did you---7?

MARK SWARTZ: Janes...Janes M MQiire.

LESLI E K ARRI NGTON: Yeah. Janes M MGQuire.

ORI'S CANTRELL: Did you do atitle search to see if

M. MQire owned that coal ?

LESLI E K. ARRI NGTON: Yes, sir, we did.

ORI S CANTRELL: When did he obtain that?

LESLI E K. ARRINGION: I don’t have that information

with me. Had | known about the objections, I would have had
that information with nme. | can get that for you.

ORI'S CANTRELL: Well, I’'d appreciate it if you would

get it for ne and---.

LESLI E K. ARRI NGTON: Sur e.

ORI'S CANTRELL: ---stuff. Fromny information is

that the Cantrell heirs still owns the coal and gas and oil
under this property. This is one of the deeds and stuff
where M. Cantrell excepted the coal, oil and a coupl e of

back pines on this property and he reserved that and to ny
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know edge, it has never been sold.

LESLI E K. ARRI NGTON: Uh-huh. 1I’11 certainly get

you a copy of the Janmes M MQ@iire severance deed to you

ORIS CANTRELL: I’'d appreciate it. I’d like to see

it. Another question on this pooling, how...how does people
that’s heirs in this know how much money is going into this
pool i ng, or escrow account, whatever you want to call it?

LESLIE K. ARRINGTON: Are you going to answer it?

BENNY WAMPLER: 1’11 let you go ahead and answer it.

LESLIE K. ARRINGTON: W file our checks...royalty

checks are submitted to the escrow bank and you can either
call myself, Bob Wilson, or...I don’t...I don’t how you set
that up. Can they call the bank?

BOB W LSON: No. You need to call the Division of

Gas and GO |.

LESLI E K. ARRI NGTON: Ckay. You either call himor

myself and it takes us a little bit, but we can get that
i nformation.

ORIS CANTRELL: I'd like to have a...I’'d like to

have tel ephone nunbers fromyou all to see how...how nuch is
going into these accounts.

LESLI E K. ARRI NGTON: Okay. If you’ve got my

applications for this hearing, you have ny tel ephone nunber.
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ORI S CANTRELL: Yeah.

MARK SWARTZ: It’s right on the first page.

ORI'S CANTRELL: Oh, okay. 1I’1ll be calling you.

LESLIE K. ARRINGION: And I think Bob’s...Mr.

WiLlson’s phone number is on the second page of the Notice.

ORI S CANTRELL: But we do want proof that prove that

those McGuire heir...MQiires own the property.
LESLI E K. ARRI NGTON: Sure.

MARK SWARTZ: Just so there’s...I mean, we will...we

wll definitely send you a copy of the severance deed and you
need to talk to your |awer about that.

LESLI E K. ARRI NGTON: Uh- huh

MARK SWARTZ: But there is...you know, we know from

the title opinion that there is a severance deed that our
lawyer found and we’ll send it to you and you can show it to

your lawyer so he’s starting from zero.

ORI S CANTRELL: Uh- huh.

MARK SWARTZ: And...and you can consider that. But

we Wil definitely send that to you and you need to give us
your address, if it’s different, you know, to make sure we
get it to you.

ORIS CANTRELL: No, it’s the same there.

MARK SWARTZ: Ckay. All right.
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LESLIE K. ARRINGTON: Okay. Yeah. That...by the

way, that will be in the mail tomorrow. We’ll put it in the
mai | tonorrow.

ORI S CANTRELL: Ckay.

MARK SWARTZ: And just for Mr. Wilson’s number on

the Notice here on the front page is Les...his nunber. GCkay?
On the | ast page, because we want to be fair and give himas
many phone calls as we can---.

ORI S CANTRELL: Uh- huh.

MARK SWARTZ: All right. This is his nunber, M.

Bob Wilson’s number. Okay. But either one...you know, and
this fellowis Les Arrington, who signed the application.
So, either one of those guys can track that down for you.

ORI S CANTRELL: Ckay.

BENNY WAMPLER. M. Cantrell, what was your first

name again?

MARK SWARTZ: Hor ace.

ORIS CANTRELL: Ois. ORI-S

MARK SWARTZ: Ch, Ois.

BENNY WVAMPLER O R-1-S. OR1-S. Thank you. Do

you have anything further?

ORIS CANTRELL: No. ©No. I’1l1 talk to him on the

t el ephone and find out where all---.
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BENNY WAMPLER: Okay.

ORI S CANTRELL: ---how nuch noney is going into
these poolings and so on. I’ve got three different wells
surrounding ny property. | want to know how much has went on

t hose two.

BENNY WAMPLER: All right. M. Arrington, you

received a copy of the letters that M. WIson gave us before
we started hearing---.

LESLI E K. ARRI NGTON: Yes, | did.

BENNY WAMPLER: Wbul d you address those, please?

LESLIE K. ARRINGTON: | just received themthis
morning. I hadn’t received...I just received them here. So,
it wll take ne a mnute to filter through them

BENNY WAMPLER: Ckay.

(Leslie K. Arrington reviews the letters.)

MARK SWARTZ: Well, the letter from..fromDolly

Horn basically says that they have...they’re not willing to
accept the offer of a |l ease and says that they’re consulting
with an attorney. I’m not sure that we need to address that,
other than we’ve offered them a lease and would continue to
talk to them

LESLIE K. ARRINGTON: By the way, in...in ny

application before the Board, all these applications, there
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was included in that package also a | ease with a stanped
envel ope for its return to us. | nean, not only did we talk
to sonme of them we mailed it to themon February the 18th.
W mailed them a copy of our |ease.

BENNY WAMPLER: Al |l right.

MARK SWARTZ: With regard to Clara Hamond’s ob---.

DENNI S GARBI S: Excuse ne. Is Ms. Horn here?

DOLLY R. HORN: I’'m here.

BENNY WAMPLER. Woul d you like to---?

DENNI S GARBI S: Wul d you like to step forward and

pl ease el aborate on your letter?

ORI'S CANTRELL: Just sit right here. That’s pretty

much- - -.

DOLLY R. HORN: Ah---.

BENNY WAMPLER: Go ahead and have a seat if you’d

i ke. We need your nane for the record, please.

DOLLY R HORN: Okay. Dolly R. Horn. I’m Dolly R.

Horn. W have a double heirship in the property that’s

st ated because ny not her was a granddaughter of Janes H.
Cantrell. My grandmother on my dad’s side was his half
sister and sone of ny siblings have signed the | ease forns
and one of ny brothers got a check for $10 and

it’s...it’s...I mean, it’s...it’s like stealing it from us.

60



© 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

If we sign the lease forms, then we’re...we’re giving the
land away. We’re giving the rights away.

CLYDE KING M. Chairnman?

BENNY WAMPLER. M. Ki ng.

CLYDE KING The $10 you received was the price of

signing the | ease. That was---.

LESLI E K. ARRI NGTON: That woul d have been the bonus

payment .

CLYDE KING That has nothing to do with the oil and

gas that’s produced.

LESLI E K. ARRI NGTON: No, that’s...that was just

the...the rental paynent. Uh-huh.

CLYDE KING Yeah. That was just the paynent for

signing the |ease.

LESLIE K ARRINGTON: Yes. This is...this is an

undi vided i nterest and when you start dividing it up
as...into the fractions that it’s going to be divided into,
yes, it is small. I mean...but there’s nothing we can do.

DOLLY R HORN: I realize that there’s a hundred and

twenty-three heirs total in the estate and if we do not sign,
t hen what happens?
BENNY WAMPLER: Do you want to explain that?

SANDRA RI GGS: The reason they’re here today is
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because there are peopl e who have not signed and the statute
in Virginia provides that they can cone in and file an
application for pooling, which is what is referred to as
conpul sory pooling to get the Board to establish the rate at
whi ch the noney will be paid. In other words, the Board wll
establish the | ease terns instead of negotiating a | ease
between the parties, and the Board Order wll act very
similar to what a lease would be. But it’s imposed through
this hearing as opposed to you sitting down with them and
negoti ati ng.

DOLLY R HORN: In other words, if we don’t sign,

then you all wll go ahead and do...and drill the wells
anyway.

SANDRA RIGGS: Well, | think, the wells have been

drilled already. What they’re asking is that your undivided
interest in this heirship be conpul sory pool ed for production
pur poses and that they be allowed to establish in the
instance of either conflicting claims which I...there’s
...your tract is in conflict with the coal. So, it would
be...the Board would establish through its Order an escrow
account. Now, the $10 you’re talking about is like a signing
bonus, but also the terns of the Board Order generally

provide for a one-eighth royalty. So, once they start

62



© 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

producing the well, each nonth they will cal culate the
production and take one-ei ghth of the proceeds and put that
into the escrow account so that when the conflicting clains
as between coal and gas and oil are resolved, the parties can
cone in and pull that noney out of escrow.

DOLLY R HORN: In other words, the ones that have

signed will still get noney fromthe escrow account?

SANDRA RI GGS: ExactlYy.

DOLLY R HORN: It’s not like they just signed their

ri ghts away.

SANDRA RI GGS: No. No.

BENNY WAMPLER: No.

MAX LEW S: No.

SANDRA RI GGS: They...I’'m sure...I don’t know what

the terns of the voluntary lease are, but it’s probably the
sane, the one-eighth royalty.

DOLLY R HORN: Ckay. And it has several of the

unclaimed...I mean, heirs unknown. Frank Boyd’s widow is
still living. M---.
LESLI E K. ARRI NGTON: Do you have...do you

have...could you get ne that infornmation?

DOLLY R HORN: Yes, | can.

LESLI E K. ARRI NGTON: Ckay.
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DOLLY R HORN: And it’s got my dad’s name on there;

and as far as I know, I have a half sister which was dad’s
daughter by his first wwfe. They told...the gentlenen that
approached ne told us that because ny father had been
deceased since 1986, that she would not qualify for a portion
and we wanted to know why.

BENNY WAMPLER: Wel |, certainly nothing this Board

does woul d change heirship at all. | can assure you of that.

DOLLY R HORN: That’s...that’s what he told and he

was from..from Consol . | mean---.

LESLI E K. ARRI NGION: I don’t know what he was

talking about. It wasn’t Scott Hodges, was it?

DOLLY R. HORN: Un- huh.

LESLIE K. ARRINGTON: |...Mark nmay have to touch

base on that. | think there has been sone changes in the
states through the years. But that is---.

SANDRA RI GGS: That woul d be governed under the

i nheritance | aws---.

BENNY WAMPLER: Ri ght .

SANDRA RI GGS: ---or whatever, you know, depending

how t he estate was---.

DOLLY R HORN: Well, her...see, my dad’s mother was

a Cantrell. It would be still under the Cantrell heirship.
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SANDRA RI GGS: Wl |, anybody that clains ownership

has the ability to conme in and ask this Board to nane them as
a claimant, and then ultinmately, the Courts or the parties
have to work out the ownership interest and it will sit in
escrow until that gets resolved. But there is an ability if
she...you know, if she wants to cone before the Board and ask
to be naned as a party to this pooling, she can certainly do
t hat .

BENNY WAMPLER: She’s---.

DOLLY R HORN: Well, she’s here today.

LESLI E K. ARRI NGTON: Ckay.

BENNY WAMPLER: Do you want to---?

SANDRA RI GGS: Wl |, she can ask to be naned as a

party to the pooling and we can...we can do that.

LESLI E K. ARRI NGTON: Excuse ne. Ms. Horn, could

get your phone number and I’11 make sure Scott calls you?

DOLLY R. HORN: Area code (540) 964-5324.

LESLI E K. ARRI NGTON: Ckay.

DOLLY R HORN: And also, there are one or two

heirs of Harm Boyd, which was my dad’s brother, | think they

are in Tip City, Ohio. I'm not sure about that.

LESLI E K. ARRI NGTON: Ckay. Scott...wll you be at

hone tonorrow?
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DOLLY R HORN: Tonorrow, yes.

LESLI E K. ARRI NGTON: Scott will call you tonorrow

DOLLY R. HORN: Ckay.

BENNY WAMPLER: Let’s get your sister-in-law’s name

for the record.

DOLLY R HORN: My hal f sister?

BENNY WAMPLER: O your hal f sister.

DOLLY R HORN: It’s Dobie, D-O-B-I1-E Wite.

SANDRA RIGGS: WH-I-T-E

DOLLY R. HORN: Un- huh.

BENNY WAMPLER: Ms. White, you’re here? You're

Dobi e Wiite.
(Dobie Wiite indicates affirmatively.)

BENNY WAMPLER: Do you wi sh to be added?

DOBIE VHTE: Well, | think | should be.

BENNY WAMPLER: Okay. You’re added.

DOBIE WHI TE: Well, | got a paper to sign, but I

don’t know what to do with it.

LESLI E K. ARRINGTON: | think you---.

DOBIE VHI TE: So, I didn’t sign it.

MARK SWARTZ: | saw her nane.

LESLI E K. ARRI NGITON: Yeah, I...I think if you’ll

notice on---.
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BENNY WAMPLER: Her nane is right here.

LESLIE K ARRI NGTON: Her nane is on this |ist.

BENNY WAMPLER: Right. 1It’s on the James H.

Cantrell heirs here.

SANDRA RI GGS: So, she has al ready been added.

BENNY WAMPLER: It has been...it has been added as

an exhibit to the record today. It’s Exhibit F if you ever

need to refer to it.

MARK SWARTZ: Another thing, and I’'m not sure you’re

clear on this because of the way the, you know, question has
been answered in pieces, but the noney that would be paid on
royalty for the gas is going to go into escrow whether or not

people sign leases because there’s an adverse cl ai m of

the...l can never get Hurt McQuire or Janes M MQ@iire trust
strai ghtened out here. But | just want to nmake sure here.
Yeah, that...we were tal ki ng about the severance deed

earlier---.

DOLLY R. HORN: Un- huh.

MARK SWARTZ: ---that we were going to furnish a
copy to Oris, because the Janes McQuire Trust clains the

coal, there’s an adverse claim to this gas and all of the

nmoney al l ocable to those tracts is going to go into escrow

until that gets sorted out. So, if you sign a lease or don’t
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sign a lease, that noney is still going into escrow until the
claimof the James M MQuire Trust and your clains are
straightened out. GCkay, this Board is not going to do that.

| mean, you either settle that or deal with it in Court,
but - --.

DOLLY R. HORN: On, okay.

MARK SWARTZ: So, you know, people who sign a | ease

really aren’t going to be treated any differently than people
who don’t sign a lease---.

DOLLY R HORN: W were---.

MARK SWARTZ: ---pretty nuch, you know.

DOLLY R HORN: W were told that if we did not

sign, then we were out conpletely.

MARK SWARTZ: No.

LESLI E K. ARRI NGTON: No. No.

DOLLY R HORN: And that’s not true?

BENNY WAMPLER: No, it’s not true.

LESLI E K. ARRINGTON: No, it is not.

MARK SWARTZ: And what is...| nean, basically...

mean, you’ve heard M. Arrington tal king about the terns of
the fol ks who have accepted the | eases have agreed to.
Cenerally speaking the Board will...well, the Board w ||

definitely put terms in their Order and normally they’re the
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terms that we offer to other people so the people can get
treated pretty nuch the sane.

DOLLY R. HORN: Ckay.

MARK SWARTZ: But with whether or not you sign a

lease or you don’t sign a lease, the money is going to go
into escrow until the title question is straightened out.

DOLLY R HORN: Ckay. All right. | have one other

questi on.

CLYDE KING M. Chairman, | have a question

bef ore...excuse ne.

DOLLY R. HORN: Un- huh.

CLYDE KING Wo told you that you were---7?

DOLLY R HORN: That if we didn’t sign?

CLYDE KING Ri ght.

DOLLY R HORN: M. Hodges.

LESLIE K ARRINGION: I’ve...I’ve got my note. I’ve

al ready nade a note.

CLYDE KI NG That needs to be corrected.

LESLI E K. ARRI NGTON: Yeah.

DENNI S GARBI S: Qui ckly.

LESLIE K. ARRINGTON: It will be.

DOLLY R HORN: | have one ot her question. M

mother’s sister, Cecil Boyd, she had three children that were
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not listed as heirs.

MARK SWARTZ: Who are they?

DOLLY R HORN: Barbara---.

MEMBER OF THE AUDI ENCE: McCarty.

DOLLY R HORN: Hardy?

MEMBER OF THE AUDI ENCE: McCarty.

DOLLY R HORN: McCarty. And Teddy and Freddie

Boyd.

BENNY WAMPLER: For the record, it’s always very

hel pful for people to identify these other parties for us
because that...you know, we need to be able to get in touch
with them, whether they’re seeking to lease or whether or not
they need to get a copy of the Order so they’ll know what’s
goi ng on.

LESLI E K. ARRI NGTON: What was the...Teddy Boyd?

DOLLY R HORN: Teddy and Freddi e.

LESLI E K. ARRI NGTON: Ckay.

DOLLY R HORN: They were tw ns.

LESLI E K. ARRI NGTON: Ckay. And Scott...Scott w |

call you tonorrow.

DOLLY R. HORN: Ckay.

LESLI E K. ARRI NGTON: Ckay.

DOLLY R HORN: All right. Thank you.
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BENNY WAMPLER: Thank you, ma’am. Anything further

fromthose of you that came today for this hearing?

SANDRA RI GGS: Les, can you provide an anended

Exhibit B-3 and E---7?

LESLIE K. ARRINGTON: | will.

SANDRA RIGGS: ---once you identify the heirs that

she has called to attention so that we can suppl enent the
record of testinony today for the Board order.

LESLIE K. ARRINGTON: Do we...do you need an A-2?

Do you want that one revised or just---7?

SANDRA RIGGS: A-2 is the percentage?

LESLI E K. ARRI NGTON: Yes, total percentage |eased

or unl eased.

SANDRA RI GGS: That wouldn’t change, would 1it?

BENNY WAMPLER: That wouldn’t change. It would be

in B-3 and---.

MARK SWARTZ: That’s not going to change.

LESLI E K. ARRI NGTON: Oh, that’s right. I'm sorry.

SANDRA RI GGS: For the undivided interest.

LESLI E K. ARRI NGION: That’s right. B...okay.

That’s right.

CLYDE KING Did we hear fromM. Cantrell?

SANDRA RIGGS: Well, we heard froma M. Cantrell.
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I think the one you have the letter from, I don’t whether

he’s here or not.

BENNY WAMPLER: The other...the other is George

Cantrel |l .
CLYDE KING |Is that M...is that George Cantrell ?
ORI'S CANTRELL: He’s not here.
BENNY WAMPLER: No, he’s not here.
LESLI E K. ARRI NGTON: No, he’s not here.
CLYDE KING: Oh, I'm sorry. I thought that was---.
DOLLY R HORN: George Cantrell is in the hospital.
He had a stroke. No. ©No. I'm wrong. I’'m sorry. That was
Lee Cantrell. George Cantrell is deceased.
ORI'S CANTRELL: No. This is George, Jr. is the
(i naudi bl e).

LESLI E K. ARRI NGTON: No.

CLYDE KI NG No.

DOLLY R HORN:. George, Jr. Ckay.

BENNY WAMPLER: Well, you’ve read the letter that he

has witten?

LESLI E K. ARRI NGTON: Mark has them. I haven’t read

through it.

BENNY WAMPLER: You’re not letting him read them?

MARK SWARTZ: It’s a permit objection. No, I’'m not.
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BENNY WAMPLER: Woul d you like to speak to the

letter?

MARK SWARTZ: I assume it’s a permit objection and

if it was timely received, we’ll probably hear from M.
W son about it in the permtting process. | nean, it---.

BENNY WAMPLER: It just says that he’s objecting to

the permt issuance.

MARK SWARTZ: Right. And he lists all the...well,

and he lists the units, the permt.

BENNY WAMPLER: And when he listed it. Yeah.

MARK SWARTZ: So- - -.

BOB WLSON: | included this letter because it cane

after the permt was issued and as a response to apparently
the Notice of the Board (inaudible).

MARK SWARTZ: I’'m not arguing about that. I'm

just...yeah, | nean---.

LESLI E K ARRI NGTON: All of that was sent at once,

t hough- - -.
MARK SWARTZ: |t---.

LESLI E K ARRINGTON: ---the nodifications and the

appl i cati ons.

MARK SWARTZ: But it seened to ne to be a permt

objection and it may be tinely because of the nodifications.
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I don’t know. It’s not...well, whatever.

2 BENNY WVAMPLER: Well, M. W] son can resol ve that

3 part.

4 MARK SWARTZ: We’1l...we’ll sort that out.

5 BENNY WAMPLER: But as to the hearing today, is

6 he...is he added? |Is he...do we already have himlisted?

7 SANDRA RI GGS: He’s in here.

8 LESLI E K. ARRI NGTON: He should be in there.

9 MARK SWARTZ: He’s listed.

10 BENNY WAMPLER: | just want to verify that. So, we
11 got to make sure that we don’t miss that. So, he is in here.
12 Okay. Do you have anything further?

13 MARK SWARTZ: No.

14 BENNY WAMPLER: Any questions from nenbers of the
15 Board? M. Garbis?

16 DENNI S GARBI S: Yes, I’'d like to ask a few

17 questions. Ms. Horn, are you satisfied? Are you...are

18 you...do you feel confortable with the questions that you

19 asked and the answers that you received? Are you...are you
20 okay with that?

21 DOLLY R HORN: Yes.

22 DENNI S GARBI S: And, ma’am, are you okay with...with
23 ...now, that your nanme is being added on?

24
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DOBIE WHI TE: Well, Am | supposed to sign this or

not ?

BENNY WAMPLER: Ma’am, that’s up to you. See, the

lease itself is up to you. That’s something that you have an
ability to negotiate privately wth the conpany. The | aw,
however, provides the conpanies an ability to conme in and
pool those persons who do not | ease when you have conflicting
interest and you’ll...and then the law has set out the terms
and will protect your interest under those terms. It can’t
negotiate for you, but it sets...it sets the terns if you
don’t negotiate. Okay, so, you’'re...you’re protected from
that standpoint. Your ability to negotiate with them pri or
to signing is still open to you up until such tinme as you
receive the Board Order otherw se and throughout that really.

DENNI S GARBIS: M. Cantrell, are you satisfied?

Are you happy? Do you feel confortable with that you asked
you asked question and the answers you recei ved?

ORI'S CANTRELL: Yeah, | just want to know where they

got this...obtained the coal rights and offer...l understand
the Cantrell heirs still owns the coal. MQ@iire says they
own, but we want the deeds to show us where they got it and
how purchased it and when they purchased it.

DENNI' S GARBI S: That information will be provided to
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you. Are there any other Cantrell...l just want to nmake sure
t hat everybody who cane here specifically to have their say
is afforded that opportunity? Gentlenen and | adi es?

JOE HORN: I'm Erma Cantrell’s husband and
(1 naudi bl e)---.

BENNY WAMPLER: We need you to come down. I’'m

sorry. Because we can’t...we cannot pick you up from back
there. It’s not that we can’t hear you. The...we can’t get
it on record.

JCE HORN: Yeah, okay.

BENNY WAMPLER: If you’ll state your name for the

record, please.

JOE HORN: Joe Horn. I’'m Erma Cantrell’s husband,
one of the heirs, and Carrie Hanond. She was unable to be
here today. Were you sign the lease, everybody I’ve talked
to, when they get a check, they’ll get one for $.98 or maybe
for $3.00 and stuff like this; and a lot of things in this
| ease that they got here, you sign away a |l ot of things and
you’re held for a lot of things to ny understanding in it;
and it would about take a | awyer to go through this stuff for
people to understand what’s going on. And I'd like to...I'd
like to know how you get to this escrow they’re putting and

how t hey can just go ahead and | ease your |and or do whatever
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they want to. We’ve got more property there and they’ve been
a pumping gas out of that. We ain’t...we ain’t got nothing
out it. And they claimthey |lease this coal, and to ny
understanding, it has been...it has been run back to ny
McGQuires and they owmn a small portion of this coal that
they’re...that they’re leasing 100% and we’d...we would
really like to have proof of where they got this |and and how
t hey possessed it.

SANDRA RI GGS: Wl | ---.

MARK SWARTZ: Well, we’ve run...we’ve run title on

the coal estate and, you know, we have a title opinion and we
can provide copies of the severance deeds. Wat often happens
when we give people severance deeds, is you’re still going to
have questions, but at |east you can take that to your |awer
S0 that we can show you this is what we’re being given with
regard to the coal interest. So, you’ll have the severance
deed and we’ll do that tomorrow. I mean, if you want to get
on the list, just nake sure that---.
JOE HORN: Yeah.

MARK SWARTZ: ---we’ve got your address and we’ll

send you a copy of that deed tonorrow as well.

LESLI E K. ARRI NGTON: And what...I don’t know the

other wells you’re speaking to. You’re saying other wells.
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JOE HORN: That’s the Horn heirs. The Horn heirs.
Li nkous Horn heirs.

SANDRA Rl GGS: Li nkous Horn?

LESLI E K. ARRI NGTON: Ch, okay.

MARK SWARTZ: GCh. OCh, okay.

JOE HORN: So, he has...he has got sonme stuff on it
there he’s going to get with you after while. But...but
McGuires...McGuires...McGuires don’t own all of that coal
property in Buchanan County.

SANDRA RI GGS: Well, both of you have been naned as

parties to the pooling. So, when that gets resol ved, whoever
prevails would have the claimto the escrowed funds.

JOE HORN: And I’'d like to know how you get to the
escrow funds? How you get anything out of it? And they---.

SANDRA RI GGS: How you wit hdraw noney from escrow?

JOE HORN: Yeah.
SANDRA RI GGS: You...you have to one of...the

statute says one of two ways. You either sit down w th your
conflicting claimants and cone to sone kind of agreenent and
the one that have cone before the Board in the past is the
coal owner and the gas and oil owner have agreed to split the
escrow fifty/fifty or sone proportionate split, and they cone

forward with a witten agreenent to the Board and say we’ve
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resol ved our conflicting clains and we would |ike to w thdraw
our noney out of the account in accordance wth our

agreenent. The other way is you can go into Court and
l[itigate your ownership and get a Court Order that resol ves
the conflicting clains to the ownership and bring that to the
Board and then the Board can di sburse based on the Court
Order. So, those are the two ways that the statute sets out
to withdraw noney fromescrow. Either one requires
resolution of the conflicting clains of ownership.

JCE HORN: Well, | just wanted it on the record
and...and | want to give you ny address and stuff and mail
this to me. I’d like to know something about what’s going
on. |If you go down and get a |lawer and take this bunch of
papers that thick, hey, you can’t pay them $50 an hour to sit
there and go over this; and I...and I feel like that’s what
they’re trying to do is cost people so much they don’t want
to get a lawer to start wth here and then when they cone up
and can’t get nothing from it.

CLYDE KING M. Chairnman, | think---.

BENNY WVAMPLER: M. Ki ng?

CLYDE KING  ---that’s why this Board is here is to

try to take care of the people. We’'re...we're public

representatives and it really bothers me, Les, that you’ve
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got somebody that’s telling people that if they don’t
sign---.

LESLIE K. ARRINGTON: Oh, that will be renedi ed of

what ever that was.

MARK SWARTZ: Well, you know, that’s---.

CLYDE KING That really is---

MARK SWARTZ: You know, we’re going to talk to

Scott, but | hear this a lot and sometimes it’s confusion as
opposed to m srepresentation and |...you know, | talked to
Scott yesterday and he was telling...he told ne what he was
telling people in terms of what would happen if they didn’t

sign a lease. Now, he was telling ne that he was telling he

was going...it was probably a good chance it was going to be
pooled. So, | nean, | can get Scott back here next nonth,
but I don’t want to give any indication...and we’ll talk to

himand tell himin no uncertain terns that if he has ever
said that, he needs to stop, but I'm not...you know, I can’t
speak for himand we can have himhere next nonth to defend
hi msel f and, in retrospect, nmaybe |I should have had him here
today. But, you know, that is inproper if he said that and
we’re certainly going to talk to him about it. But I'm not
going to...I know him and I’ve dealt with him before and he’s

not the kind of guy that I would expect to do sonething |ike
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that. Just in response for what it’s worth.

JOE HORN: When Lee Cantrell was in the hospital
that just had a stroke, he snuck in on himand got himto
sign a lease and probably didn’t even know what he was
signing. He can’t read and he’s in the hospital now with a
stroke. And undermning stuff is going on out there. And
I'11 tell you what, it needs to be addressed fromthe Board
and need to know what’s going on. I mean, this is...this is
a sham. In Buchanan, it’s a sham that a company could come
in and take gas out fromunder the |and and not pay nobody,
tear tinber down and build roads. The whole Board needs to
go through Buchanan County and see what’s taking place over
there with this company that’s railroading people and pay
taxes and it’s drug out of there...the coal tax drug out of
there and in just a little while, Buchanan County is going to
be a ghost town and these companies is gone. Bye, bye. I'11
see you later and you...you don’t have to take my word for
it. Al you have to do is go through there and see what is
taking place and see the people that lives there, what
they’re getting out of this that’s taking place in this
county. It’s not right. And we put you people in there. We
vote for you’ns and put the people in there to take care of

it and it should stopped. Now, I don’t know of nobody that
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has got anything out of these...out of these people and
they’re ripping Buchanan County apart. I’'m pretty sure

you’ve heard that before.

MARK SWARTZ: Well, ny response on the noney is the

trust and large | and owni ng conpanies that we deal with are
receiving a one-eighth royalty, just like we’re offering
everyone of the Cantrell heirs, period. And, you know, these
peopl e can have as many | awers as they want. They sit down
and argue with us and negotiate with us about things, but
they’re getting a one-eighth royalties, Jjust like we'’re
offering here; and we’re not offering people different kinds
of deals depending on their |everage, or the anmount of noney
t hey have, or whether or not they can afford a | awer,

and. ..you know, when we cone to this Board and tal k about the
leases we’ve obtained...I mean, we’ve been here for seven,

ei ght or nine years, | nean, we have occasionally had, you
know, objections from Georgia Pacific and ot her conpani es,
I'm not sure on our pooling applications, but certainly on
EREC’s and some of the...some of the other ones. You know,
they have the sane | ease terns. They have the sane noney
terms. You know, the one-eighth royalty that we’re offering

these people and I think it’s important to know that. You
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may not be happy about it, but, you know, there’s not sone
deal for the |arge conpanies and sone other deal for
the...for the individuals. 1It’s a one-eighth royalty.
That’s the...that’s the arrangement that we’ve had since the
beginning; and frankly, it’s the arrangement nationwide,
general |y speaki ng, when you’re talking about oil and gas.
But just so you understand that...that, you know, if Hurt
McGQuire winds up winning, their royalties is one-eighth, too.
If they wind up losing, the royalty of the people that were
pooled will be the sanme as their agreenent. Just so you know
that there’s not two different deals on the table. I mean, I
can’t...that’s not going to make you happy, but I just felt
that that was inportant to point out.

BENNY WAMPLER: M. Horn, the Board is not

aut hori zed to nmake ownership determnation. | think you
under stand that.

JOE HORN: Yeah, | understand that.

BENNY WAMPLER: You know, that...that is sonething

that if you can’t resolve it among the heirs and the other
parties would have to have a Court Order determ ning, and I
imagine ultimately you all will have fromthe Linkous Horn
heirs versus Hurt McCGuire heirs, who own...who owns what.

JCE HORN: Right. Sure.
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BENNY WAMPLER: And whenever you do, at that point

in time, then it’s a simple matter of getting the money out
of the escrow

JOE HORN: At the eight percent...the eight percent,
they is a lot places that | wuld Iike to go and just take
over and pay a man or a wonman 8% of it and take the rest of
it. I mean, that’s...that’s absurd. I’d like to tell
everybody here that’s absurd. Eighth percent...one-eighth
percent and themgetting mllions...a dragging mllions out
of there, I mean, that’s...that’s not...that’s just not
right. That just don’t count up whether...whether I do it or
whet her you do it or whether you do it, a one-eighth percent;
and if | understand it right, Georgia Pacific he neant...he
nmentioned, | was told that they get $10,000 an acre for the
| and and want to go through just the owner for nothing hardly
and I'm pretty sure if they...if they go through Georgia
Pacific, they pay for every inch and they pay for every
switch that’s cut and just the individuals, well, we’d like
to have a pipeline through your place here; and they ain’t
telling how many feet on each side of that thing that they’re
taki ng away from peopl e that they can’t use of that land; and
whenever it comes down to it, you don’t get nothing out of

what they’ve destroyed.
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SANDRA RIGGS: Well, nothing in this...this Board

Order addresses their entry upon your surface estate.

MARK SWARTZ: Well, they don’t own the surface.

SANDRA RI GGS: Vel | ---.

MARK SWARTZ: I mean, at least in the first unit I’'m

| ooki ng at.

SANDRA RI GGS: That’s what I'm saying.

MARK SWARTZ: You know.

SANDRA RI GGS: This Board does not grant surface

rights or rights of entry.
JOE HORN: I’'m just telling you what’s...I’m just

telling you what’s taking place and you’ns issuing permits to

all of these people over there and they’re...and they’re
runni ng over people and getting away with it. | nean, | know
you’ns ain’t...ain’t supposed to take care of that. They got

wells drilled on the Horn heirs and obtained...said they had
rights. W had the rights to it and they never got them from
us. They got them off somebody, but they didn’t get them
fromus and they said they had the right-of-way to it. They
did not have the right-of-way fromthe Linkous Horn heirs to
it and the wells is already on it and we’re fixing to prove

t hat, too.

SANDRA RI GGS: Well, those are heirship issues---.
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JOE HORN: Ri ght.

SANDRA RIGGS: ---that you need to resolve---.

JOE HORN: Ri ght.
SANDRA RI GGS: ---you know, where sonebody has

jurisdiction to resolve them
JOE HORN: Right. Sure.
BENNY WAMPLER: And you do understand the royalty

is...that we’re talking about is set out in law? It’s not

sonething that we are sitting here saying that it’s one-

ei ght h.

JCE HORN: Ri ght.

BENNY WAMPLER: We’re...we’re going by what the law
that we have to work wth.

JOE HORN: Yeah. And that’s a wrong law. People
ought to get behind that. People we put in office, R ck
Boucher and our governor, ought to get behind that and stop
that. I mean, it’s not right. It’s absolutely not right.
Sinking people’s water and everything else and there they go
with it. But...I mean, I ain’t...I don’t have to bring all
that up today. We’ll get to that later. So, that’s all for
me. Ckay?

BENNY WAMPLER. M. King? Yes, sir.

CLYDE KING | have a question for our attorney.
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When crimnals go to Court, or whatever for any reason, the
Judge appoints an attorney. Do these people have any rights
like that that the Court’s can appoint---7?

SANDRA RI GGS: These are civil nmatters and not

crimnal matters and, no, unless |legal aid, you know,
guidelines and that’s based on the ability to pay generally,
even in crimnal law. You have to show--.

CLYDE KING It seens to ne like that’s something

that should be in the crimnal...not part of the crimnal---.

SANDRA RI GGS: Wl | ---.

CLYDE KING ---because this is not a crimnal case.

But, I mean, when a...when somebody can’t hire an attorney,
t hey shoul d have sone right to have sonebody represent them
because these people can’t represent themselves properly, I
don’t think.

SANDRA RI GGS: Well, there’s no...no such provision

to provide nationw de free | egal counsel that | know of.

CLYDE KI NG: Maybe that’s what would be a good

subject for the | aw profession down the road.

DOBIE WHITE: | want to ask one nore question. How

many years down the road will we...before we get this noney
that’s in escrow?

SANDRA RIGGS: It could be tonorrow if you resol ve
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your conflict or it could be however long it takes you to get
your title issues resolved.

DOBIE VHITE: All right. One nore then---.

COURT REPORTER: You need to come down here, ma’am.

DOBIE VHITE: ---on the Keen property, where they

bought fromthe Keen property about seven years ago, and they
was supposed to nmake us a road up to the graveyard where...on
top of the nmountain adjoining the Jack Wite property, around
to the graveyard. They’ve got it up to where they go up the
other way to the Jack Wiite property, but around to the
graveyard on the Keen property, we had to walk up there
Saturday. We went up there Saturday and we couldn’t get from
the...where they go to the Jack Wiite place around to the
graveyard where ny husband is buried. W had to wal k around
there. They have...around there, they have put the pipeline
around below the road the way the old road used to be and
it’s a mud hole knee deep around there that you can’t get
through and there’s ruts you can’t get through with a car.
Ain’t they supposed to fix that road around there to where we
can get to that graveyard?

BENNY WAMPLER: That’s...that’s a permit issue. Mr.

Wlson will follow up on that with you. Understand

now...we’ll go ahead and let you talk from back there and
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that’s...that’s fine. But while we’re recording here, in
order to have it on record, you need to come forward. You're
welcome to do that, or he’ll follow up with you directly, if
that’s okay.

DOBIE WHI TE: Okay. 1I’11 just talk to him. 1I’d

just like to have the graveyard...a road gravel ed around

t hrough there to so we can get to the graveyard. I’m going
to die one of these days and be buried up there and I want a
road around there to where ny children can get to it.

BENNY WAMPLER: If the permt calls for that, he can

take care of that.

DOBI E WH TE: And the Keen...Keen heirs...M. Keen

reserved a acre around that graveyard and they was suppose to
make her a road available at all tinmes of the year to that

graveyard and it ain’t been done.

BENNY WAMPLER M. WIlson wll follow up with that.

DOBIE WHI TE: Ckay. | appreciate it.

SANDRA RI GGS: Now, that’s if it’s in the permit.

BENNY WAMPLER: If it’s in the permit.

DOBIE WH TE: It’s in her...it’s in her---.

SANDRA RI GGS: Well, now, if it’s in a private

agreement, that’s again between the parties.

DOBI E WHI TE: (1 naudi bl e) she sold themthe Henry
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Gizzle property---.

LESLIE K. ARRINGION: I’11 fix it. I know

what she’s talking about.

BENNY WAMPLER: Can you take care of it?

LESLI E K. ARRI NGTON: Yeabh.

BENNY WAMPLER: Do you want to tell thenf

DOBI E VH TE: ---that she owned that she inherited

fromhim \When she sold it to the gas conpany, they was
supposed to have nmake her a road there.

LESLI E K. ARRI NGTON: Yes. I know what you’re

talking about and where you’re talking about. The road is
graveled all the way up the mountain, isn’t it, to where it
turns off?

DOBIE WHI TE: To where you turn off at the Jack

White place and you turn this way to go to the graveyard.

LESLI E K ARRI NGTON: Yes, ma’am. I know where

you’re talking about. That---.

DOBIE WHI TE: Ckay. | appreciate if it would be

gravel ed around through there.

LESLIE K. ARRINGION: I won’t see---.

DOBIE WHI TE: And a drain pipe where that big nud

hol e i s.

LESLI E K. ARRI NGTON: Okay. 1I’11 see what I can do.
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DOBIE VHITE: All right. | appreciate that. Then

I’11 be sati sfied.

LESLIE K. ARRINGTON: Okay. You call nme and let ne

know.

DOBI E WH TE: What’s your name?

LESLIE K. ARRI NGTON: Les Arrington.

SANDRA RI GGS: Les Arrington.

LESLIE K. ARRINGION: I’'m on all the documents that

you have there. You call and let nme know in about two weeks.

DOBI E WHI TE: (1 naudi bl e).

BENNY WAMPLER. O her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything, M. WIson?

(No audi bl e response.)

BENNY WAMPLER: |Is there a notion?

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

applications as submtted.

BENNY WAMPLER. Motion to grant.

KEN M TCHELL: | second the notion

BENNY WAMPLER. Motion and second. Any further

di scussi ons?

(No audi bl e response.)
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BENNY WAMPLER: All in favor, signify by saying yes.

(AI'l nmenbers signify yes except for Max Lew s and
Dennis Garbis.)
BENNY WAMPLER: Qpposed, say no.

DENNI' S GARBI S:  No.

MAX LEW S: No.

BENNY WAMPLER: That’s two nos. The application is

gr ant ed.

The next itemon the agenda, we skipped nunber
twelve on here; that is a petition from Pocahontas Gas
Partnership for pooling of a coal bed nethane unit identified
as R-51. This is docket nunber VGOB-00-03/21-0783; and we’d
ask the parties that wish to address the Board in this matter
to conme forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of Pocahontas Gas Part nershi p.

(Leslie K Arrington passes out exhibits.)

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:
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Q State your nanme for us, Les.
A Leslie K  Arrington.
Q Did you prepare the Notice of Hear...

prepare, or cause to be prepared the Notice of Hearing,

exhibits and application with regard to this application to

pool R-517?
A Yes, | did.
Q Who are you seeking to pool ?
A Oh, I’'m sorry. Ronald and Joyce Reed.
Q Did you mail to then?
A Yes, we did.
Q When?
A On February the 24th, 2000.
Q Did you al so---7?
A I'm sorry. February the 18th, 2000.
Q Ckay. D d you al so publish?
A We did. In the Bluefield Daily Tel egraph,

on February the 24th.
Q And have you filed today a proof of mailing

and proof of publication with the Board?

A Yes, we did.
Q Did the respondents sign for their mail?
A Yes, they did.
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Q If you |l ook at Exhibit...or actually your
notes for the hearing, what is the interest that you
previously obtained and what is the interest that you’re
seeking to pool by this application?

A Yes, for coal bed nethane fromthe coal
owners, we |ease or own 100% and fromthe oil and gas
owners, we own or lease 98.675%. We'’re seeking to pool
1.325% of the oil and gas interest, and we presently |ease

100% of the coal interest.

Q s there a well on this property as of yet?

A No.

Q What’s the proposed depth?

A 2,367 feet at a estimated of $236, 293. 53.

Q Does the plat indicate that the well is
proposed to be | ocated inside the drilling w ndow?

A Yes, it does.

Q This is an Gakwood | frac unit, correct?

A It is.

Q Seeking to produce gas, coal bed gas, from
the Tiller on down?

Yes.
Q Who’s the applicant?
A Pocahont as Gas.
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Q | s Pocahontas Gas a Virginia Genera
Par t ner shi p?

A Yes, it is.

Q Are the partners in that partnership
Consol i dati on Coal Conpany and Conoco, Inc.?

A Yes.

Q Does the application request that Pocahontas
Gas Partnership be designated as the unit operator?

A Yes.

Q | s Pocahontas Gas Partnership authorized to
do business in the Commonwealth and registered with the DWE,
and does it have a bl anket bond on file?

A Yes, it does.

Q Are the only folks you’re seeking to pool
Ronal d and Joyce Reed?

A Yes.

Q Can I assume then that you don’t want to add
or subtract anybody today?

A No.

Q What are the lease terms that you’ve offered
to folks in general that you’ve already obtained leases or
interest fromin this Unit, R51?

A It’s a one-eighth royalty, a dollar per acre
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per year with a five year paid up termw th a dollar per acre
per year, ceasing as a rental paynent when royalties start.

Q Ckay. And woul d you recommend t hose terns
to the Board to be included in any Order that m ght be

entered with regard to the deened to be | ease situation?

A Yes, we do.

Q And at this point, are you just proposing
one wel | ?

A Yes.

Q Does Exhibit B-3 that’s attached set forth

the interest in the unit for the people that are being

pool ed?

A Yes, it does.

Q And woul d that percentage be the percentage
that’s going to be used for calculating royalty, for

estimating carried operator charges or for participation

costs?

A Yes, it does.

Q Is there a need to escrow here?

A Yes.

Q And you’ve submitted an Exhibit E with
regard to Tract 3-A and 3-B, is that correct?

A. That’s correct.
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Q And that shows conflicting clains that woul d
requi re escrow?

A It does.

Q These folks are located, so we don’t need to
deal with an escrow for unl ocat eabl es?

A That’s correct.

Q Have you contacted these people and tried to

obtain a | ease?

A Yes, they have been.

Q But so far you’ve been unsuccessful?

A Correct.

Q Does the plan of devel opnent with
specifically the drilling of a frac well as shown on the

plat, is that, in your opinion, a reasonable plan to devel op
t he coal bed nmethane fromthe Tiller on down under this unit?

A Yes.

Q Ckay. And would it then protect the
conpeting claimants and their correlative rights by requiring
escrow as indi cated?

A It will.

Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
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(No audi bl e response.)

BENNY WAMPLER: | s anyone here that has questions

about...you know, that wants to appear before the Board in

this case?

(No audi bl e response.)

BENNY WAMPLER: The record will show there are not.

CLYDE KING | nove we approve it.

BENNY WAMPLER. Motion to approve.

DENNI S GARBI S: | second.

BENNY WAMPLER. Motion and second. Any further

di scussi ons?

(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 unani nous approval. Do you

want to take a little break?

Board wi ||

(Board nenbers indicate yes.)

BENNY WAMPLER: We’ll take a ten minute break.

(O f record.)
BENNY WAMPLER: The next item on the agenda the

consi der a coal bed net hane gas pooling order,
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docket nunber 97-10/21-0610 with respect to Unit O 2/B
operat ed by Buchanan Production Conpany to anmend the
suppl enental order by the Board on said case to disburse al

funds on the...on deposit in the escrow account for O 2/B

Unit to John H Baird. This is located in Gakwood Il Coal bed

Methane Gas Field in Buchanan County. We’d ask the parties

that wish to address the Board in this natter to cone forward

at this tine.

MARK SWARTZ: Mark Swartz on behal f of Buchanan

Production Conpany and Les Arrington is also here.

BENNY WAMPLER: Any ot hers?

(No audi bl e response.)

BENNY WAMPLER: The record will show there are no

others. You nay proceed.

MARK SWARTZ: Well, really this is Sandy Riggs’

fault. We...when we were...this was years ago. | nean, |
have a recollection of this, but when Oxy was stil
i nvol ved- - -.

(Sandra Riggs enters the room)

BENNY WAMPLER:  You just got blaned for this.

SANDRA RI GGS: Ch, okay.

MARK SWARTZ: Right. Wen Oxy was still...now that

she’s back, I have to take it all back. But when Oxy was
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still involved in Buchanan Production Conpany, the G een
Charles heirs and John Baird and Oxy were negotiate...trying
to negotiate a lease and | was actually trying to negotiate
that | ease with them and frankly, it was just taking
forever; and we weren’t sure we were ever going to get a
| ease and Oxy pool ed sone of these units and subsequently we
obt ai ned a | ease. Wen the Oxy/Buchanan Producti on Conpany
interests were transferred to Consol and Consol Energy, the
fact that there was a | ease was not picked up; and so there
were escrowed funds for Unit O 2/B, which was pool ed, but
there was a subsequent | ease. And basically when Les
di scovered that we were...that we were doing this and had an
agreenent fromM. Baird to pay himdirectly, we
petitioned...we filed a supplenental order and Sandra has
attached a copy to... well, I'm blaming Sandra because I
don’t think...I think there’s going to be some ghost writing.
But anyway, Bob W/l son sent a letter out and it has an
attachment to Les’ affidavit which basically says, we pooled
this unit and we paid noney into escrow. The only noney in
escrow belongs to these fol ks fromwhom we have a | ease and
who have designated John Baird as their agent for further
distribution. So, this is actually a pretty sinple

disbursement and we have requested that the Board’s escrow
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agent be directed to disburse 100% of the funds on deposit to
M. Baird and allow ny clients, Buchanan Producti on Conpany
and their royalty accounting folks, to pay M. Baird directly
in the future. That’s basically what...what we’re talking
about here.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

SANDRA RI GGS: What did he say when | was out of the
roonf

BENNY WAMPLER: He just---.

MARK SWARTZ: That is was your fault.

SANDRA RI GGS: Oh, well, that’s all right.

CLYDE KING Here, here.

SANDRA RIGGES: | have the Order that was submtted.

BENNY WAMPLER: Any questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: |Is there a notion?

MASON BRENT: So npved.

KEN M TCHELL: | second.

BENNY WAMPLER: A notion for approval and second.

Any further discussions?

(No audi bl e response.)
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BENNY WAMPLER: All in favor, signify by saying yes.

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

(No audi bl e response.)

BENNY WAMPLER: Unani nous appr oval

MARK SWARTZ: Thank you very much.

BENNY WAMPLER: Thank you. The next itemon the

agenda, the Board on its own notion will consider

conventional gas pooling order which was prior to today
entered as the docket nunber 93-01/19-0314 with respect to
drilling Unit EH 114 operated by Virginia Gas Conpany to
anend the suppl enental order entered by the Board in said
case to disburse all funds on deposit in the Board’s escrow
account for the EH 114 unit to the heirs of John T. Looney
Estate. 1It’s located in Buchanan County. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JI'M TALKI NGTON: Ji m Tal kington with Virginia Gas

Conpany.
BOB WLSON: M. Chairman?

BENNY WVAMPLER M. W/ son?

BOB WLSON: W received a faxed letter yesterday

from Sharon (M Coy) Hutchinson raising sone questions about
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the process with that was gone through to actually put this

money in escrow to start with. I’d like to pass these out to
the Board at this tine.

BENNY WAMPLER: All right. Thank you.

(Bob Wl son distributes the letter to the Board
menbers. )

JI M TALKI NGTON: Mr. Chairman, if I may, I’m just
going to pass out a copy of the supplenental and the
affidavit.

(Jim Tal ki ngton distributes the suppl enent and
affidavit.)

BENNY WAMPLER: Sir, would you state your nane for
the record?

JOHN LOONEY: My nane is John Looney.

BENNY WAMPLER: Ckay.

JOHN LOONEY: And | 'm a heir of the John T. Looney

Estate and my purpose here is to obtain money that’s been in
escrow for several years to be rel eased.

BENNY WAMPLER: Let ne just stop you there and then

we’ll come back to you. We’ll take a few minutes to read
this letter that we’ve just received. Did you get a copy of
the letter?

JOHN LOONEY: No, I didn’t.
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(Bob Wl son gives a copy of the letter to John
Looney.)
(Board nenbers read the letter.)

BENNY WAMPLER: Ckay, M. Tal ki ngton, you may

pr oceed.

JI M TALKI NGTON: I’ve passed out a copy of the

anmended suppl enental order, attached to it the affidavit and
attached to that is Exhibit B show ng the di sbursenent to the
John T. Looney heirs of the funds in escrow. |In addition,
there should be an Exhibit C which shows the renai ning funds
that are now in an escrow account. I’d like to just point
out that due to a Notice of Violation that we received
regarding the Lewis El swick heirs, our accounting depart nent

i nadvertently transferred all funds that were either Lew s

El swick heirs or in suspense into the escrow account. So now
all of those funds are in escrowin addition to the Lew s

El swi ck heirs which were the original unknown and

unl ocateables. In addition, the last page is a copy of a
letter that was sent to ne by the escrow agent yesterday,
giving the anount currently in the escrow account for the
total of the unit and the Exhibit B wll have to be revised
accordingly to that. Wen the Board was supplied with the

exhibit, we only had our records because the escrow agent was
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in transition of being changed to a new bank. I’m sure the
new escrow agent, once they get a little nore famliar, wll
be better able to provide a breakdown, but this is accurate
as per February the 20th of 2000.

BENNY WAMPLER: The Exhibit B that we have today is

accurate as of February the 20th of 2000, is that right?

JI M TALKI NGTON: Actually, no. The Exhibit Bis

not. The letter received fromthe escrow agent and the
anount indicated on that letter is as of February 2...20th,
2000.

BENNY WAMPLER: All right.

JI' M TALKI NGTON: They did not have the March

di sbursenment included in that anbunt as of the date.

BENNY WAMPLER: Thank you for that clarification.

CLYDE KING Do you have that |ast one?

BENNY WAMPLER: The last...it should be the | ast one

on the handout that he gave you, the | ast sheet.

CLYDE KING Onh, okay.

BENNY WAMPLER: Do you got it?

CLYDE KI NG Un- huh.

BENNY WAMPLER: Okay. And what he’s saying is that

bal ance that is being referred to is as of February the 20th,

2000.
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SANDRA RI GGS: The escrow agent’s figures would

include interest |less fees charged to the unit. Yours
is...reflects principal deposits only?

JI M TALKI NGTON:  Yes.

SANDRA RI GGS: And that woul d account for the other

di f f erence.

BENNY WAMPLER: Do you have anything further, M.

Tal ki ngt on?

JI M TALKI NGTON: No, sir, I don’t.

BENNY WAMPLER: Now, M. Looney, you are which

...which of the Looneys?

JOHN LOONEY: John...John D. Looney.

BENNY WAMPLER: John D. Looney?

JOHN LOONEY: Yeah.

BENNY WAMPLER: Ckay. Are you in favor of this? |Is

t hat what you’re speaking of favor of?

JOHN LOONEY: Yes. 1I’'d like to retrieve the money

from escrow.

BENNY WAMPLER: Okay. And that’s what this proposal

is to do.

JOHN LOONEY: Yes, sir.

JI'M TALKI NGTON: I’d just like to thank Mr. Looney.

Wthout his efforts, we never would have been able to cone
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up with the heirs and addresses that we needed to close this
escrow account.

SANDRA RI GGS: Now, the account will not be cl osed?

JI M TALKINGTON: No. Only for the John T. Looney

heirs.

SANDRA RI GGS: Ri ght.

BENNY WAMPLER: And that noney will paid directly to

t hem t hen?

JI M TALKI NGTON: Yes, sir.

CLYDE KING Is this letter we have...may | ask a

question?

JI M TALKI NGTON: Yes, sir.

CLYDE KING W have a letter froma Sharon

Hutchinson. If you get a letter returned, don’t you proceed
to follow up on it to see where you really should go with it.

JI'M TALKI NGTON: Well, the only thing that we could

do in regard with the Looney heirs is...is ook at the Estate
and how the address was on the Estate. I can’t speak for
actions that took place for Virginia Gas in 1992 because |
was not enployed by them But the original notifications
went out certified mail and returned unclainmed. There was no
ot her address listed in the courthouse records and w thout,

you know, just going door to door, I don’t...I don’t know
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what el se an individual could do to track down the heirs.
There was no list of heirs in the courthouse. There was no
settlenment of the estate, nothing that would provide any
direction to go by to locate the heirs. The post office had
no forwarding address. So, there wasn’t much else that could
be done. That is a problem though, especially with the EH
14, the remaining funds that are in escrow. Sone of those
are known individuals, but currently unlocateable due to no
forwardi ng address and | know | spoke with Ms. Davis at the
Departnent of Gas and G| on this issue and, you know, she
felt that this was probably not uncomon to other conpanies,
but what do you---.

CLYDE KING Wiich you have a lot of return mail,

t hough?
JI' M TALKI NGTON: W have a few, yes.

CLYDE KING Do you?

JI M TALKI NGTON: Yes. Yes. \Were maybe the

i ndi vidual m ght pass away and there is no settlenent of the
Estate or they relocate and there is no forwardi ng address.
So, we...we typically will put it into a suspense account.

CLYDE KING | wonder how she was advi sed that the

letter was returned.

SANDRA RI GGS: She probably contacted Gas and G |.
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JI' M TALKI NGTON: She contacted Virginia Gas and |

expl ained to her the process and asked that she contact the
Departnent of Gas and G |.
BENNY WAMPLER: Any ot her questions from nenber of

t he Boar d?

KEN M TCHELL: One question, M. Chairman

BENNY WVAMPLER M. M tchel | ?

KEN M TCHELL: Is it...is it...and this may be a

| egal question, is it possible to go to voter registration or
any ot her type of scenario that m ght give us a nane or a
forwardi ng address? Could...could he...could he in the
future go to a voter registration list or request a voter...
guess, the registrar to provide information on that person?

JI'M TALKI NGTON: Well, I’11 say Jjust with the new

access to the Internet, it’s going to make locating

i ndi vidual s much easi er because you can just type in a nane
and get that name from all over the country. Now, it’s going
to be up to the conpany to put the effort forward to go down
that list of John Smths and just mark them off as they
contact them trying to locate the individual that this
pertains to. So, it’s going to require an effort by the
conpany to go above and beyond if you wll.

KEN M TCHELL: Do...do you feel in this case
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that...that your conpany put forth enough effort to...to
| ocate---?

JI M TALKI NGTON: Again, I can’t speak to actions in

1992.

KEN M TCHELL: Right. | understand that.

JI M TALKINGTON: | can tell you that when M. Looney

hi msel f contacted the Departnent of Gas and G| and then
contacted ne, you know, wth his help, we pushed forward wth

this and we’re able to now close out this interest.

KEN M TCHELL: But in the case in these three, |

believe M. Burl Radcliff and El sie Deel and Lewi s El swi ck
heirs, that noney will...will still remain in the account?
It will still be there?

JI M TALKI NGTON: Yes, sir. Yes, sSir.

KEN M TCHELL: Okay. Ckay.

BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: |Is there a notion?

KEN M TCHELL: Motion to approve.

MAX LEWS: | make a noti on.

BENNY WAMPLER: Motion to approve.

MAX LEW S: Yeah, approve.
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BENNY WAMPLER. M. Mtchell, wll you second?

KEN M TCHELL: Second. Yes, sir

BENNY WAMPLER: Any further discussions?

(No audi bl e response.)

BENNY WAMPLER. All in favor, signify saying yes.

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

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

Thank you, M. Looney. The next itemon the agenda is the
Board on its own notion will consider a conventional gas
poolings heretofore entered in as VGOB docket nunber 92-
03/ 17-0205-01 with respect to drilling Unit EH 65, operated
by Virginia Gas Conpany, to anend the suppl enental order by
the Board in said case and disburse all funds on deposit in
the Board’s escrow account for EH-65 to heirs of Corbett

Hi ||, deceased, and cl ose the escrow account for said unit;
and this is located in Dickenson County. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JI'M TALKI NGTON: Ji m Tal ki ngton, Virginia Gas

Company, Mr. Chairman. If I may, I’'d like to pass out a copy

of the anended suppl enental .
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BENNY WAMPLER: Yes.

(Jim Tal ki ngton distributes a copy of the anended
suppl enent al .)

JI M TALKI NGTON: | provided you with a copy of the

amend. ..third anmended suppl enental order as well as the
affidavit, an Exhibit B of the Corbett H Il Estate. This is
a situation that, | believe in Septenber, Virginia Gas cane
in front of the Board to close out, or attenpt to cl ose out,
the Nancy Wod Hi Il heirs. In circulating Notice of that
Hearing, it flushed out, if you will, the Corbett H Il heirs
and that’s what I have in front of you on Exhibit B. Also,
on the last page followng Exhibit Bis, again, a letter from
the escrow agent indicating as of February the 20th, 2000 the
anopunt in that account. The figure shown on Exhibit B w |
need to be revised as per the figure provided by the escrow
agent .

SANDRA RIGGS: Al of the noney is going out of the

account ?

JI M TALKI NGTON: This will close out this account.

SANDRA RI GGS: So, whatever is on deposit is what

the Order should reflect for disbursenment?

JI M TALKI NGTON: Yes, ma’am.

SANDRA RI GGS: Ckay.
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CLYDE KING 77 must include interest then?

BENNY WAMPLER: Interest, |less fees. Any questions

from nenbers of the Board?

KEN M TCHELL: One question, M. Chairnman.

BENNY WAMPLER: M. Mtchell ?

KEN M TCHELL: On the second docunent that we have,

about the mddle of the page, "The unit operator filed wth
the Board a second anended affidavit on Septenber 20, 1999."

JI' M TALKI NGTON:  Uh- huh

KEN M TCHELL: And |ater it says, "The Board further

directed the escrow funds attributed to the i nterest be
di sbursed to them™"

JI M TALKI NGTON:  Yes.

KEN M TCHELL: This is, here again, I’'m going back

to September the 20th of '99. Now, I was reading this last
ni ght, you have two Exhibit Bs. One Exhibit B is dated
1/27/00. The other Exhibit B is dated 9/17/99.

JI M TALKI NGTON:  Uh- huh

KEN M TCHELL: So, am| right to presune that the

Exhibit B dated 9/17/99, it’s a much more extensive list?
Those...those were paid out? Is this...is this---?

JI M TALKI NGTON: Exact|y.

KEN M TCHELL: Okay. | just wanted to be sure that

113



© 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

t hose were paid out.

JI M TALKI NGTON: And this individual was one of

t hose original heirs.

KEN M TCHELL: Ri ght.

JI M TALKI NGTON: But was unknown and unl ocat eabl e at

the tine.

KEN M TCHELL : Okay. So...so really we’re working

off the Exhibit B dated 1/27/00.
JI'M TALKI NGTON:  You can |l ook at it that way, yes.

KEN M TCHELL: Okay. GCkay. Thank you, M.

Chai r man.

BENNY WAMPLER: Thank you. Any other questions from

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

BENNY WAMPLER: Do you have anything further, M.

Tal ki ngt on?

JI' M TALKI NGTON:  No, sir.

CLYDE KING | nove that we approve.

BENNY WAMPLER: Motion to approve. Any---?

MAX LEWS: | second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.
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(Al nmenbers signify yes.)
BENNY WAMPLER: Al | opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: Unani nous approval. Thank you.

JI M TALKI NGTON: Thank you for your tine.

BENNY WAMPLER: The next itemon the agenda is a

petition from Equitable Production Conpany for pooling of a
coal bed nethane gas unit identified as VC-4371. This is
docket nunber VGOB-00-03/21-0785; and we’d ask the parties
that wish to address the Board in this matter to conme forward
at this tine.

JIMKISER M. Chairman and nenbers of the Board,
Ji m Ki ser on behal f of Equitable Production Conpany. CQur
wtnesses in this matter will be M. Troy G eselnman and M.
Martin Puskar. I’'m giving you now a copy of Mr. Gieselman’s
resune. This will be his first tine to testify before the
Virginia Gas and Q| Board.

(JimKiser distributes the resune to the Board
menbers.)

JIMKISER: If there’s nobody further, I’d ask that
this wtnesses be sworn.

(Wtnesses are duly sworn.)
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TROY G ESELVAN

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 M. Geselnman, if you’d state your name for
the Board, who you’re employed and in what capacity?

A Troy G esel man, Equitable Production
Conpany, Landman.

Q Now, since you’ve not previously testified
before the Board and we’re going to offer you to the Board as
an expert witness in the area of land and oil and gas
| easing, would you in your own words go through both your
educati onal background and your work experience?

A Sure. | received a BA in Petrol eum Land
Management at The University of Houston in '94. Shortly
after that time, | started working with Equitable as a
Landman. I'm primarily responsible for most of the land
functions relating to Kentucky and Virginia, specifically oi
and gas | ease and coal bed net hane gas | ease acqui sitions.

JIMKISER M. Chairman, we’d like to move Mr.

G esel man as an expert in land and oil and gas |easing

matters and we’ll take any questions that the Board may have
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regardi ng his experience or background.

BENNY WAMPLER: |s there any questions?

DENNI S GARBI S: Not withstanding the fact as a

graduate of Texas A& M |...1 can nmake comment to sonebody
from The University of Texas.

CLYDE KI NG: You knew that was coming, didn’t you?

TROY 3 ESELMAN: I didn’t know he was an Aggie.

DENNI S GARBI S: You have to be careful now. I don’t

want to hear any Aggie jokes. | welcone you.

TROY G ESELVMAN. Wl |, thank you very much. | was a

Petrol eum Engi neering maj or at The University of Texas for
three and a half years before I realized that that’s not what
| wanted to do with ny life. | switched to Land Managenent
... Petrol eum Land Managenent at that point.

BENNY WAMPLER: Anyt hing further from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: He’s accepted. You may proceed.

Q And do your responsibilities include the
land involved in the unit for VC-4371 and in the surroundi ng
area?

Yes.

Q And you’re familiar with Equitable's
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application seeking a pooling order for EPC well nunber VC

4371, which was dated February 17, 20007

A Yes.
Q | s Equitable seeking to force pool the
drilling rights underlying unit as depicted at Exhibit A

that being the plat the application?

A Yes.

Q And does the | ocation proposed for well
nunber VC 4371 fall within the Board’s order for the Nora
Coal bed Gas Fi el d?

A Yes.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents and an
attenpt nmade to work out a voluntary agreenent regarding the
devel opnent of the unit?

A Yes.

Q Does Equitable own drilling rights in the
unit here?

A Yes.

Q Ckay. Wiat is the interest of Equitable in
the gas estate within the unit?

A 98. 13% | eased.

Q 98.13. And what is the interest of
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Equitable in the coal estate within the unit?

A. W have 100% | eased.

Q Ckay. Now, are all unleased parties set out

in Exhibit B to the application?

A Yes, they are.
Q And are you famliar with the ownership of
the drilling rights of parties other than Equitable

underlying this unit?

A Yes.

Q And the anount...the percentage of the gas
estate that remains unleased at this tine...at the tinme of
the hearing is 1.87%

A That’s correct.

Q Ckay. Now, were efforts nade to determ ne
i f any individual respondents were living or deceased or
t heir whereabouts, and if deceased, were efforts nmade to
determ ne the nanes and addresses and whereabouts of the
successors to any deceased individual respondents?

A Yes, there were.

Q Were reasonable and diligent efforts nade,
and sources checked to identify and | ocate any unknown heirs,
i ncluding primary sources such as deed records, probate

records, assessor’s records, treasurer’s records and
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secondary sources such as tel ephone directories, city
directories, famly and friends?

A Yes.

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

A Yes, it was.

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

A Yes.

Q Are you requesting this Board to force poo

all unleased interest listed in Exhibit B to the application?

A Yes.
Q Now, are you famliar with the fair nmarket
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

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

A A $5 bonus, a five year |ease and one-eighth
royal ty.

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

A Yes.

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

A Yes.

Q Now, based on any respondents who we'’re
force pooling today, do you recommend that those respondents
as listed at Exhibit B be allowed the follow ng options with
respect to their ownership interest wwthin the unit - one,
participation; twd, a cash bonus of $5 per net mineral acre
pl us a one-eighth of eight-eighths royalty; three, in lieu of
a cash bonus and one-eighth of eight-eighths royalty share in
the operation of the well on a carried bases as a carried
operator under the follow ng conditions: Such carried
operator shall be entitled to the share of production from
the tracts pool ed accruing to his interest exclusive of any
royalty or overriding royalty reserved in any | eases,
assi gnnents thereof or agreenents relating thereto of such

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

unl eased tract or portion thereof?

A Yes.

Q Do you reconmend the order provide that
el ections by a respondent be in witing and sent to the
applicant at Equitable Production Conpany, P. O Box 1983,
Ki ngsport, Tennessee 37662, Attention: Rita Barrett...Rita
Mcd othlin-Barrett, Regul ator?

A Yes.

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

A Yes.

Q Do you recommend that the order provide that
if nowitten elections is properly nmade by a respondent,
then such respondent shall be deened to have el ected the cash
option in |ieu of participation?

A Yes.

Q Shoul d any unl eased respondents be given

thirty days fromthe date of the execution of the Board O der
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to file witten el ections?

A Yes, they shoul d.

Q And i f an unl eased respondent elects to
partici pate, should they be given forty-five days to pay for
their proportionate share of well costs?

A Yes.

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

A Yes.

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

A Yes.

Q Do you recommend that the order provide that
if the respondent elects to participate, but fails to pay
their proportionate share of well costs satisfactory to the
applicant for paynent of said costs, then respondents
el ection to participate should be treated as having been
w t hdrawn and void and such respondent should be treated just

as if noinitial election had been filed under the force
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pooling order, in other words, deened to have | eased?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate, but defaults in
regard to the paynent of well costs, any cash sum becom ng
payabl e to such respondent be paid within sixty days after
the | ast date on which such respondent could have paid, or
made satisfactory arrangenents for the paynent of said costs?

A Yes.

Q Ckay. In this case, we have both unknown
owners and conflicting claimants to the oil and gas and coa
estate. So, do you recommend that the order provide
that...that a operator pay into an escrow account created by
this Board all costs or proceeds attributable to an unknown
interest or conflicting interest where they shall be held for
the respondent’s benefit until such funds can be paid to the

party by order of this Board or until the conflicting claim

is resolved to the owner...the operator’s satisfaction?

A Yes.

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

A Equi t abl e Producti on Conpany.
JIMKISER Nothing further of this witness at this
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time, M. Chairmn.

SANDRA RIGGS: | have one question. WIIl a portion

of Tract Two get escrowed as well as Tract Four for
conflicting clains?

JIM KI SER  Yes.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you want to tell us...since we’ve

had the question rai sed about due diligence in other
applications where you have the unknown address, do you want
to tell us what you’ve done in the case of Lowell Barton to
obtain that address?

TROY G ESELMAN. Yes, sir. Actually we had...we had

force pooled all of these individuals previously and---.
JIM KISER: Nunerous tinmes. I’'m sorry. Go ahead.

TROY G ESELMAN. On several occasions previous to

now, and probably the main effort that was nade was through
the direct...the famly nenbers. You know, the cl osest
famly nmenbers, nobody seens to know what has happened and,
you know, beyond that, I’m not sure whether the Internet was
enpl oyed at this tinme. But | do know that we, you know, did

check all the avail abl e court house records and there were no
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affidavits of this on file.

BENNY WAMPLER: For these unknown and unl ocat eabl es

like that, is that an active part of your programis to
continue to search for those addresses?

TROY 3 ESELMAN: It’s not something that I do...know

...actually, as we’'re dealing with the other family members,
you know, we do...you do, continually try to, you know,
request that they...they notify us if they ever hear...you
know, get word of where that fam |y nenber ended up.

BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: Cal | your next w tness.

MARTI N PUSKAR

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

QUESTI ONS BY MR KI SER

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

A Martin Puskar. | work with Equitable
Production Company and I’m a Petrol eum Engi neer.

Q And you’ve previously testified before the

126



© 00 N o o b~ w N P

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

)
1

Virginia Gas and Q| Board and your qualifications as an
expert witness in the area engi neering and operations have
been accepted by the Board?

A Yes.

Q And do your responsibilities include the
land involved in the unit for VC-4371 and in the surrounding
area?

A Yes.

Q And are you famliar with the proposed pl an

of devel opnent for this well?

A Yes, | am

Q What is the total depth of the proposed
wel | ?

A The total depth is 1,848 feet, which

includes all the formations consistent wth the application.

Q And what are the estimted reserves for this
unit?

A We’ve estimated 400,000,000 cubic feet.

Q And are you famliar with the well costs for

the well under the plan of devel opnent?
A Yes, | am
Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit Cto the application?
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Yes.

Q And was this AFE prepared by an engi neering
department know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A Yes.

Q I n your professional opinion, does this AFE
represent a reasonable estimate of the well costs under your
pl an of devel opnent ?

A Yes, it does.

Q At this time, could you state for the Board
both the dry hole costs and the conpleted well costs?

A The dry hole costs are $64, 741 and
t hese...and the conpleted well costs is $161, 000.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does the AFE include a reasonable charge for
supervi si on?

A Yes, it does.

Q In your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of

correlative rights?
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A Yes, it does.
JIMKISER Nothing further of witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

MASON BRENT: How good do you feel about your

400, 000, 000 cubic foot estimate for production?

MARTI N PUSKAR: That’s a tough one because you’re

al ways stepping out in different directions fromoff setting
wells, but through out the field in the Nora Field, you know,
there’s...there’s a pretty good spread of what we feel
reserves are and this is probably sort of in the m ddle of
the road type estimate---.

JIM KI SER An aver age.

MARTI N PUSKAR. OF an average and stuff and sone of

the off set locations and stuff in the area and that’s...
that’s pretty much how we’ve come to that kind of a number
all the tine.

BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: Do have anything further?

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

2 BENNY WAMPLER: |s there a notion?

3 MAX LEWS: | nake a notion we approve it.

4 BENNY WAMPLER: A notion to approve.

5 KEN M TCHELL: Second.

6 BENNY WAMPLER: Second. Any further discussions?

7 (No audi bl e response.)

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

10 BENNY WAMPLER. QOpposed, say no.

11 (No audi bl e response.)

12 BENNY WAMPLER: You have approval. Thank you.

13 JI M KI SER  Thank you.

14 TROY G ESELMAN. Thank you.

15 MARTI N PUSKAR. Thank you.

16 BENNY WAMPLER: The next itemon the agenda is a

17 petition from Col unbia Natural Resources for a well |ocation
18 exception for proposed well CNR-24073. This is docket nunber
19 VGOB- 00-03/21-0786; and we’d ask the parties that wsh to

20 address the Board in this matter to conme forward at this

21 tine.

22 JIMKISER M. Chairman and nenbers of the Board,
23 JimKiser on behalf of Colunbia Natural Resources. CQur

24

)
1
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wtnesses in this matter will be Ms. Mary Ann Fox and Ms.
Becky Barnes. We’d ask that they be sworn at this time.
(Wtnesses are duly sworn.)

MASON BRENT: Mr. Chairman, I’d like the record to

reflect that I'm recusing myself.

BENNY WAMPLER: It shall reflect that. You may..

there are no others. You nay proceed.

MARY ANN FOX

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Ms. Fox, could you state your name for the
record and who you’re employed by and in what capacity?
A My name is Mary Ann Fox. I’'m enployed with
Columbia Natural Resources, Inc., and I'm a law services
coor di nat or.
Q And you have previously testified before the

Virginia Gas and 0Oil Board when we’ve been seeking variances

for wells on...in the area of |and matters?
A. Yes, | have.
Q And do your responsibilities include the
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land involved in this area, that being well 24073, and in the
surroundi ng area?

A Yes.

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

A Yes, | am

Q Have all interested parties been notified as
required by Section 4B of the Virginia Gas and G| Board
regul ati ons?

A Yes, they have.

Q Now, we’re seeking an exception from one
well in this case and that’s CNR Well 23606, which is located
2,233 feet...roughly 2,234 feet fromthe proposed | ocation
for 24073. Does CNR have the right to operate this
reci procal well?

A Yes, CNR does.

Q Ckay. And are all of the...are the...is the
property in the adjacent quadrants or the surrounding area
al so under | ease to CNR?

A Yes, and we have the right to operate
reciprocal wells in all that area. Yes.

Q In fact, you have a well that’s about

roughly 3,000 feet to North, 2178A?
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A Yes, that’s correct.

Q Okay. So, and basically, what I’'m getting
at, Ms. Fox, it would be your testimony that there aren’t any
correlative rights issues?

A Correct. There are no correlative right
I Ssues.

Q Ckay. Now, could you explain for the Board,
based on the plat, why we’re seeking a location exception for
this particular well?

A Yes. |If we went any nore South or West, we
woul d be closer to this well than for which we are already
seeking this variance for. If we went North or East, the
typography is such that the terrain...it is such a rough
terrain that we cannot even create a well. W can’t even
create a drilling |ocation.

Q So, the slope is such that you would not be
able to build a | ocation?

A That’s correct.

Q And you woul d be unable to drill this well
and, therefore, produce and capture the reserves | ocated
under these particular tracts?

A No. We have checked the entire area and

have tried to nove the well and this is exactly...this is the
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only place we could be put this well.

Q And you’ve talked to...this is not...you’ve
recei ved perm ssion fromPine Muuntain fromM. Brillheart
for this location even though it’s not on him, but he’s got
two tracts in the unit?

A Correct.

Q And you’ve also talked to your adverse oil
and gas owner, the Raines famly, and their...this | ocation
is acceptable to thenf

A That’s correct.

JIMKISER Okay. Nothing further of this wtness
at this tinme, M. Chairman.

BENNY WAMPLER: Any questions from nenbers of the

Board of this w tness?
(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 | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Ms. Barnes, could you state your nane for
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the Board, 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 Senior Prospect
Engi neer.

Q And you’ve also previously testified before
the Virginia Gas and G| Board as a expert witness in the
areas of operations and engi neering?

A Yes, | have.

Q And you’re familiar with the application

that we filed seeking a |ocation exception for well nunber

240737

A Yes, | have.

Q And in the event this |ocation exception
woul d not be granted, would you project the estinated | oss of

reserves?

A 400, 000, 000 cubic feet of gas.

Q And what is the total depth of the proposed
wel | under the plan of devel opnent?

A 6, 051 feet.

Q And this will be sufficient to test...to
penetrate and test the conmon sources of supply in the
subject formations as listed in the permt that has been

filed with the DGO?
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A Yes.

Q And are you requesting that this |ocation
exception cover conventional gas reserves including the
designated formations fromthe surface to the total depth
drilled?

A Yes.

Q And in your professional opinion, wll the
granting of this location exception be in the best interest
of preventing waste, protecting correlative rights and
maxi m zing the recovery of the gas reserves underlying the
unit for well nunber 240737

A Yes.

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

BENNY WAMPLER: Any questions of this witness from

menbers of the Board?

KEN M TCHELL: One question, M. Chairman. The

existing well and the proposed well, do you...l believe you
stated there was a possibility of 400,000,000 cubic feet |oss
if the second well wasn’t drilled?

MARY ANN FOX: That’s correct.

KEN M TCHELL: Is this...is this what you testified?

MARY ANN FOX: Uh-huh. That’s right.
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KEN M TCHELL: Now, is there...is there sonething

between, and I’'m talking underground, is there something

bet ween the existing well and the proposed well that would
stop the gas fromflowi ng over to the first well? 1Is there a
fault? |Is there a...is there sonething down there that woul d
bl ock it?

MARY ANN FOX: No, there’s not a fault. But in

order for the well to drain a certain area, you have to have
enough pressure for the gas to mgrate to the well |ocation
and these wells in general, you know, typically drain an
area, you know, of 1,250 feet circle. W usually use a
circle. 1It’s not an exact circle of 1,250 feet radius.
Usually there’s not enough pressure to draw the gas fromthe
well fromthe out |ying areas farther than that.

KEN M TCHELL: Okay. You answered ny questi on.

Thank you.
BENNY WAMPLER: Any ot her questions from nenbers of

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

BENNY WAMPLER: Do you have anything further?

JIM KISER W woul d ask that the application be
approved as submtted, M. Chairnman.

CLYDE KING: I have a quest...I’'m sorry, Mr.

137



© 00 N o o b~ w N P

N N DN RR R R R R R R R
N P O © 00 N O 0o B W N +— O

23
24

Chai r man.

BENNY WAMPLER: That’s okay.

CLYDE KI NG: The cost...I don’t see any figures as

far as cost.
JIM KI SER: We don’t particularly provide that.
It’s not required on a location exception because you don’t

have anybody affording any elections as far as participation,

which is why it’s in force pooling applications. But I would
say you’re probably looking at maybe a quarter of a mllion
dollars on a well like this.

BECKY BARNES: Maybe a little |l ess---.

JI M KI SER: Yeah.
BECKY BARNES: ---fromthat area.

BENNY WAMPLER: O her questi ons?

BOB WLSON: M. Chairman, | m ght suggest---.

BENNY WVAMPLER: M. W/ son?

BOB WLSON: ---that in future if topography is

going to be used for the reason to locate the wells, that the
Board nenbers be supplied a topographic map so they can reach
their own judgenent relative to your assessnent.

MAX LEWS: A lot of this we just have to take your
word. You’re saying this is rough and the terrain is so bad.

We don’t know that, you see. We just have to take your word
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for that.

CLYDE KING | nove we approve, M. Chairman.

BENNY WAMPLER. Motion to approve.

DENNI S GARBI'S: | second it.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. The

Board; it’s fifteen minutes to twelve. Do you want to keep
goi ng?
(Board nenbers indicate yes.)

BENNY WAMPLER: Keep going. The next itemon the

agenda the Board will consider a petition filed by Janes R
Henderson, 1V, of Henderson & DeCourcy on behalf of Terrance
Hal |, appealing to the Board the decision of the Director of
the Division of Gas and G| in an Informal Fact Finding
Hearing (I FFC 11499) concerning proposed wells CBM PGP- R50
and CBM PGP-R51. This is docket number VGOB-00-03/21-0787.
We’d ask the parties that wish to address the Board to cone

forward at this tinme, please.
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TERRANCE HALL: Hello. M nane is Terrance Hall. |

go by Terry. It’s much less formal. And this is my counsel,
M . Henderson.

BENNY WAMPLER: M. Hender son

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: All right.

BOB WLSON: Bob Wi son as Director of the D vision

of Gas and O I.
BENNY WAMPLER: Ckay.

JAMES R HENDERSON, IV: W had filed a petition for

appeal on Mr. Hall’s behalf. Mr. Hall is one of two ownersS
of this tract. The other being his brother who lives in
Florida. M. Hall resides on the tract and al so does sone
farmng on the tract; and there are two applications that
have been appealed. One of which is referred to as CBM PGP-
R50, and the other CBM PGP-R51. And, you know, to nake it
sonewhat easier to follow, there are actually tw tracts of
| and i nvol ved, both of which are owned by the Hall brothers.
One is a large tract of a hundred...| believe about a
hundred and seventy-three acres and the other is a snaller
tract of less than ten acres. PGP-50...R-50 is |ocated on
the large tract and R 51 is | ocated on the contiguous snall er

tract. | would like to ask M. Hall, first of all, to
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expl ain why he phys...objects to the physical inposition on
his property of these well sites and the associ ated roads and
pi pel i nes.

TERRANCE HALL: The specific | ocation proposed by

PGP for the well site known as R-51 on this snaller tract,
sonmewhere in the nei ghborhood of ten acres, involves the

buil ding of a road that the conpany has requested, a 75 foot
right-of-way that request...it would involve a pipeline which
al so involve a requested 75 foot right-of-way and the well
site itself. The particular lay of this |and has very
little useabl e space, probably entirely |l ess than three acres
and they’ve effectively asked to take a large portion of this
for their use and it would deny ne free access to the |and,
as well as the East/Wst lay of the road and the North/ South
lay of the pipeline, which effectively quarters the | and.

So, of this ten acres, | would have maybe two acres that |
could actually use and access to the rest of it would nean
crossing their particular right-of-way...requested right-of-
way. So, it would just be very intrusive into this snal

tract of |and.

JAMES R HENDERSON, IV: Now, the larger tract, can

you explain to the Board where the proposed well is |ocated?

TERRANCE HALL: Living in the country, we use just
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| ocal |andmark things and we have a field that is at best siXx
acres that we refer to as the hay field. For thirty years,

t hat has been the source of cutting feed for winter silage
and winter feed for our cattle. They have proposed crossing
the corner of this hay field and placing the road right
across one end of the hay field, and placing the well site
adj acent to this just below the hay field with typography at
the top of the field.

JAMES R HENDERSON, IV: Now, you use this hay field

and actively farmthe property?

TERRANCE HALL: Yes, it is used yearly, and we cut

hay off of it, usually two cuttings if the weather permts,

and that’s our primary source of hay around us.

JAMES R HENDERSON, IV: Are there many naturally

flat areas on the property?

TERRANCE HALL: No, sir. There are very few

naturally flat areas on the property. 1It’s...the property is
essentially situated on the top of a nountain ridge and then
it falls off to either side. Several of you are famliar
with Buchanan County and it’s just very difficult to find
flat land there, and for the Brown Muuntain area that this is
| ocated on, probably if you took all of the flat nountain top

area that | have and put it together, it would be under
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thirty areas and possibly under twenty; and sone of that
still has some slope to it, but it’s still useable if we
exerci se caution.

JAMVES R HENDERSON, |V: As an owner of the

property, do you have an opinion on whether the wells, roads
and pi pelines that have been proposed by the applicant reduce
t he val ue and useful ness of your property?

TERRANCE HALL: It would force ne to purchase feed

or to discontinue the present production of what few aninals
that we have as far as the R-50 site and its crossing of the
hay field. It would reduce that value. It would reduce ny
access to the land. Any future plans to build or to
construct on the smaller ten area tract would be inhibited by
access and by the nearness of the well. [If we decided to
sell, we probably would get a third of what we woul d have
gotten. That’s just a rough estimate. But I think it would
be safe considering how the | and woul d be quartered. So, |
think it would be an adverse effect on the val ue.

JAMES R HENDERSON, |V: Now, has...has there been a

roadway begun on the property al ready?

TERRANCE HALL: Yes, sir, over ny objections.

have taken sone photographs that...that show that they have

al ready constructed across the ten acres, a roadway that with
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the Board’s permission I’11---.

MARK SWARTZ: | would like to object. W tend to

get into issues that are not before the Board. This road was
constructed under a permt issue for S 51, which is not a
subj ect of this appeal, not a subject of the hearing it has
been appealed from, and so I don’t see that it has anything
at all to do wth these two objections because it was
permtted under a conpletely different well permt

application.

BENNY WAMPLER: What’s the relevance of showing the
Boar d?

JAMES R HENDERSON, IV: It...tw things, sir. One
is, it’s my understanding that this road is intended to be
used as access to both S-51 and to R-51. Secondly, rather

than tal king about theoretically what m ght happen if a
permt is granted, | think we have an illustration here of
what does in fact happen when a permt is granted and this is
part of the inpact that M. Hall is objecting to on this

ot her property. M understanding is that S-51 could have
been accessed, and M. Hall can confirmthis, by another
existing right-of-way. So, the reason this road is being
built is not sinply for S 51. 1It’s being built as access for

both S 51 and R-51 and is part of the application that we’re
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obj ecting to.

TERRANCE HALL: Yes. Uh---.

MARK SWARTZ: Well, just finish ny---.

BENNY WAMPLER: 1’11...I'11 overrule the objection

fromthe standpoint of it...to the extent that it shows the

Board what...what is involved in constructing the access

r oad.

TERRANCE HALL: As---.

BENNY WAMPLER: But not to the extent of getting
into the other...into S-51 or sonething not before the Board.

TERRANCE HALL: | understand.

JAMES R HENDERSOQON, 1V: Under st ood.

TERRANCE HALL: Because the S-51 site was |ocated on
another landowner’s property, | was not aware of the ful

i npact of this when it cane for discussion and realizing, of
course, that the decision has been nmade and ram fications
thereof. They listed on that application that the road that
here is less than six nonths old. They listed that as an
existing road. That road did not exist prior to six nonths
ago. The road was constructed. They...they conpletely

m srepresented on that...on that application that the road
was there and that’s just not the case. There is another

ri ght-of-way and existing road that cones froma different
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| ocation off of State Rt. 621 and goes down and intercepts
with the newroad that they built. It was the existing road
t hat accessed all of the property that S-51 was | ocated on.
So, they wantonly disregarded ny rights as a property owner
and |...l feel, in order to do an end run and have this road
pl ace for R-50...R-51.

JAMES R HENDERSON, |V: And, M. Hall, is it your

understanding that the applicant is required under the

Coal bed Met hane Act to certify that it has the right to
conduct the application, the operations that it is proposing
to conduct on your property?

TERRANCE HALL: That is ny understandi ng.

JAMES R HENDERSON, IV: Now, at the initial hearing

inthis case, do you recall that the applicant stated that it
had the right to conduct these operations pursuant to a
severance deed from 1903? It was nade by a Riley Altizer.

TERRANCE HALL: That was their assertion. Yes, Sir.

JAMES R HENDERSON, |IV: Now, have you had an

occasion to exam ne that deed yourself to see what its
provi sion are?

TERRANCE HALL: Yes, sir, | have.

JAMES R. HENDERSQN, |V: Now, there’s part of this

that I’'ve underlined for convenience. I would ask you to

146



© 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

tell the Board what this deed provides.

TERRANCE HALL: It...the southwest corner of a tract

of 226.39 acres of which the said Riley Altizer has reserved
t he surface.

JAVES R HENDERSON, IV: Now, in this deed there

were two tracts, one of 100 acres and one of 226 acres, is
that correct?

TERRANCE HALL: Correct.

JAMES R HENDERSON, |V: And to your understandi ng,

does your property derive fromthe 226 acres?

TERRANCE HALL: Yes, sir. That is my understandi ng.

JAMES R HENDERSON, IV: And that was the portion of

this property on which the rights to use the surface were
reserved?

TERRANCE HALL: Were reserved. Yes, sSir.

JAVES R HENDERSON, |V: And, I believe, there’s a

|ater point in this deed where it states specifically the
Riley Altizer had the right and privilege to clear 100 acres
of the said two hundred and 226.89 acres?

TERRANCE HALL: Yes, sir.

JAVES R. HENDERSON, |V: Even though the tinber

rights to that property were conveyed?

TERRANCE HALL: Well, it reserves the...the use of
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coal and tinber for any donestic purposes.

JAMES R HENDERSON, IV: Ckay. And have you

exam ned an additional deed in your chain of title that
concerns the conveyance of the mneral rights in the R ley
Altizer property, and I'm referring specifically to the deed
made by Thomas Rider in 19067

TERRANCE HALL: Thomas Ri der of Pennsylvania was the

original purchaser of the coal rights to...to nost of the
property in that particular area of...of what you know as the
Jewel | R dge Quadrangle. As he conveyed, the deed of
conveyance fromhimto the...|l believe it was known as
Pocahont as Land Conpany or Pocahontas M ning Corporation. At
that point, he specifically states here as, "Except..."

Ckay. "Reserve and excepting fromthe operation of this
conveyance a certain anount of acres, which were heretofore
conveyed in---," and some other deeds. 1It’s very difficult
to read. But the gist of it on our research is that he...he
was exenpting the surface rights.

JAMES R HENDERSON, |V: Wre there any nention of

surface rights in the paragraph of this deed that pertained
to the Riley Altizer property?
TERRANCE HALL: No, sir. No nention of surface

rights or access rights what soever
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JAMES R HENDERSON, |IV: Now, wth regard to the

severance deeds for both of these tracts of |and, both the
| arge one and the snmall one, do they specifically set out
those mnerals which are being severed?

TERRANCE HALL: Yes, sir. He was very specific and

left no roomfor interpretation, fromny understanding. It
reads sonething to the order of all coal, mnerals, netals
and oil and tinber.

JAMES R HENDERSON, IV: Now, is there anything in

either deed that talks of permtting gas wells or pipelines?

TERRANCE HALL: The gas or pipelines pertaining to

gas 1is not mentioned anywhere. It’s specifically excluded
fromthe list on both of the...on all of the deeds involved.

JAMES R HENDERSON, |V: And have you had occasi on

to grant the use of the surface for the purposes that are
proposed in these applications to PGP at any tine?

TERRANCE HALL: They have approached ne for specific

rights, but I’ve not granted any...not granted any rights to
them for any of these operations.

JAMES R HENDERSON, |V: Okay. That’s all we have

on direct presentation. Answer any questions M. Swartz may
have.

MARK SWARTZ: No questions. I’d like to make
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sonething in the nature of an opening statenent before | cal
my w tnesses.

BENNY WAMPLER: Okay. Let ne see if the Board

menbers have any questions of this witness at this tine.
(No audi bl e response.)

BENNY WAMPLER: Ckay. Go ahead.

CLYDE KI NG: How long...excuse me. I’'m sorry. How

| ong have you owned the property.

TERRANCE HALL: My father purchased the property in

1961 and it was in the late ‘60s that he conveyed the
property by deed to ny brother and nyself, joint ownership.
BENNY WAMPLER. Ckay, M. Swartz.

MARK SWARTZ: | thought | would share the history of

this collection of permts and objections with the Board
before I put M. Arrington on the stand and M. El sw ck.
There were a series of objections filed to, | think, five
wells, if I’'m not mistaken, which objections were heard in
front of M. Wlson. W had a hearing, | think it was back
in Septenber. And at that hearing in Septenber, M. WIson
overruled certain of the objections and issued certain
permts and required the parties to confer with regard to
certain other location issues. So, essentially back in the

fall of |ast year, the permt for S 51 was...the objection
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was overruled. It was a ground water objection and the
permt for S-51 was issued, which is why we built the road.
So, the road that you’ve seen pictures of and that we’re

tal ki ng about today was permtted under S-51 and is, in fact,
nearly conplete, if not conplete.

Two of the objections that were made in the fall,
and I’m thinking it was September, pertained to R-51 and
R-50. M. WIlson entered his original decision with regard
to the objections arising out of the Septenber hearing and
basically said I want the parties to get together and try and
cone up with alternative locations in the units with regard
to R-51... R-50 and R-51.

The parties net, and M. Arrington and M. El sw ck
will testify about that neeting, on the ground on both of
these tracts, within both of these units for the purpose of
trying to conme up with alternative |ocations. A day after
their nmeeting, M. Arrington called M. WIson and said,
"We’ve reached an agreement. You don’t need to set a further
hearing. I’11 be filing modifications with regard to our
agreenent."” M. Hall then called M. WIlson a day or two
| ater and said sonething to M. WIson which caused M.

Wl son to conclude that the parties had reached an agreenent

because he didn’t set any further hearing. He didn’t feel
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that there was a need to have a further hearing, or further
di scussions with regard to this, based on the phone calls
that he had gotten fromM. Arrington and M. Hall. M.
Arrington then falls permt nodifications show ng the

| ocations of the spots that they had picked when they were
out there on the ground to nmake the permt now conformto
what he felt his agreement was. And then to everyone’s
surprise, at least on ny side of the table, in early
Decenber, after we had filed the permt nodifications that we
t hought we had an agreenent on, we got nore objections.
Ckay.

So, what we’re here on today is a hearing that
occurred on the nodification. 1In other words, the change of
| ocation. So, what you’re...what you’re dealing with today
is not the original locations that were proposed for either
R-50 or R-51, but, in fact, what we’re talking about are the
nodi fied | ocations that were submtted by M. Arrington in
| ate Novenber that we had a hearing on sonetine, | think, in
January of this year

Foll ow ng that hearing, M. WIson entered an O der
that granted both permts at the alternative |ocations. Now,
the statute and it was quoted by M. WIlson in his decision,

but | just...let nme bring it to your attention very
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specifically. As you probably know, the statute sort of
breaks out the objections that different kinds of people can
make, and there’s a location exception available to surface
owners and it reads as follows: That they can object to the
lo...now, it’s a quote "location of the coalbed methane well
or coal bed nmet hane well pipeline wll unreasonably infringe
on the surface owner’s use of the surface provided that a
reasonable alternative site is available within the unit."
And then there’s something about contractual agreements that
follow it up.

Basically what the statute provides is that a
surface...if a surface owner objects to the |ocation because
it unreasonably infringes on that surface owner’s use of the
surface, if you can’t find an alternative site, the statute
requires that the permt be granted. |f you can find an
alternative site, the statute requires that the permt not be
granted for the original |ocation. So, essentially the
statute forces people to sit down and figure out whether or
not there is sone | ess objectionable or |less intrusive site.

Now, let’s...and basically what Mr. Wilson’s decision was,
you guys have met and you’ve picked a site that is less
objectionable, and I'm going to grant the permit for the lesS

obj ectionable site consistent with what the statute requires.
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Now, we have a petition for appeal, and the lawis
that you’ve got ten days after you get his decision and they
filed within ten days. There’s no...no problem there. But
you need to say what you’re complaining about. And in their
petition for appeal with regard to both of these units, and
the reason I'm taking some time with this, because I think
the petition for appeal essentially discloses that they don’t
have an appeal. Itemone is an argunent that there is sone
contractual or deed impediment to Consol’s rights to pursue
activities on these tracts. Basically, it’s...it’s a title
objection. Those title objections were raised in the past.
M. WIlson, in both of his decisions, has indicated that, you
know, he doesn’t have the power to adjudicate title, to
adj udi cat e severance deeds, to adjudicate whether or not the
m ning rights under severance deeds give you the right to do
what you’re proposing to do or not. But what he did find was
that the requirenent that the operator certify that they have
the right to be on the property, that that certification was,
in fact, made in all of these permit applications. There’s a
disagreement, obviously, because Mr. Hall doesn’t think we’ve
got the right to do it, but the applications are al
certified based on title opinions, and we can spend a | ot of

time on that, but that the operator has got...that they have

154



© 00 N o o b~ w N P

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

)
1

a right to be on the property under the severance deeds. So,
itemone is not a ground for objection that this Board or M.
W son can entertain.

Now, item two is what we’re talking about today.
But under the statute, I mean, it’s foregone conclusion. I
mean, if...if you can find an alternative site that becones
the |l ocation under the statute and if you can’t, you go to
the original. So, you know, there’s nothing to be talking
about today.

Then the last objection is, all remaining
objections are preserved. WlIl, there was no appeal fromthe
original decision with regard to the five wells. So, you
know, there’s none of that on the table today.

And with that said, I’'d like to call Mr. Elswick
first to talk about the visit that he had with M. Hall at
the site and what he did in response to that and then briefly
call M. Arrington.

BENNY WAMPLER: Al |l right.

MARK SWARTZ: Darrell, if you want to have a seat

here. Get your right hand in the air.

(Wtness is duly sworn.)

DARRELL ELSW CK
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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?

A My nane is Darrell El sw ck.

Q Darrell, who do you work for?

A | work for Del-Rick Corporation.

Q And what invol vement has Del -Ri ck
Corporation had in...in the road for S-51, for exanple?

A We have a construction crew that is

presently constructing on that site.

Q Ckay. Do you do contract work for Consol
and Buchanan Producti on Conpany and Pocahontas Gas
Par t ner shi p?

A Yes, we do.

Q D d you have occasion to neet Les Arrington
and one of Consol’s landmen and Mr. Hall at two of these well

locations that we’re talking about today?

A Yes, we did. R ..site R 50 and R-51.

Q Ckay. D d you personally go out there?

A Yes, | did.

Q Ckay. Can you tell the Board what you did
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and what discussions you had with M. Hall and...and
what . .. what was acconplished at that neeting?

A Vell, we net with M. Hall first on site
R-51. He had objections to the original |ocation where it
was staked. We net at the staked area. At that tine, M.
Hal | indicated that he had sonme intention of in the future of
maybe buil ding a house there close to that site and requested
that if we put the site there, could we nove it further away
fromthe original location. He stated at that tine...well,
we asked how far would be suitable and a 100 foot mark was
suggested and at that tinme we noved the stake approxinately
100 to 120 feet further down away fromthe area where he had
proposed his house site and flagged it there for the
engi neers to | ocate.

Q And what is on that R-51 site at the present

time, if anything?

A What, the terrain type?
Q The terrain, any buildings or inprovenents.
A There is no buildings there. Al

i ndications was that it had been tinbered fairly heavily. No
| arge marketable trees standing. Mostly just small growth,
bushes and brush.

Q But you could tell just fromyour own

157



© 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

observation that it had been tinbered recently?

A Yes, in the near past, it had been tinbered.

Q When you say you noved it 100 feet, where
did that 100 feet suggestion cone from or 100 foot
suggesti on?

A I don’t recall. All I know is Mr. Hall
indicated that he wanted it further away fromthe origina
| ocation and a spot was picked a 100 to 120 feet down the---.

Q Ckay, when you stake...and when you staked
that spot, was he present while you were staking it?

A Yes.

Ckay. Wth regard to R 50, could you tel

us whether or not you net at the site and what happened?

A Yes, we net at R-50 site. The original
location was located in his field. I don’t know which
di recti on. It was the far corner of the field. It was the

| evel part of the field with our road conming in on the other
end of the field and paralleling the field bel ow the actua
field itself and com ng back up into the site. And M. Hal
indicated at that time that he didn’t want us building in his
field. So, we |ooked for an alternate |ocation. He
suggested down in the hollow below. ..a pretty good ways bel ow

the field. W went down in there and | ooked and found a
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cliff line. M. Hall also indicated that there was a spring
down there that he didn’t want disturbed. And also, to get
to that location on down in the hollow, we’d had to have
built probably a 25 to 27% grade road, which is really not
useabl e for large equipnment. And we wal ked around in the
area a while and decided on another |ocation just out of the
field above the cliff line, being a | ot nore expensive site
to build than the original |ocation.

Q But it was out of the mddle of the field as
wel | ?

A Yes. It was out of the field. The road,
t hough, woul d take up a small portion of the field com ng
into the site. W could not get out of the field due to a
power pole with guy wires and also a cliff that ran directly
underneath it prohibited us fromjoining onto Rt. 616.

Q What was the condition of that field? Was
there hay growng init? Wuat...what was in it?

A It was a nown field. It had previously been
cut that fall.

Q Did you make any proposal to M. Hall while
you were out there to perhaps clear and grade sone additiona
surface?

A Yes. W nmade a sug...or | made a suggestion
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to M. Hall. W were going to take up 30 or 40 feet of
the...one end of the field. | suggested that a possible
alternative would be by us taking that section of the field,
we could grub and clear sonme nore |land on the | ower end of
the field, which would still be tractor accessible, and resow
that for himand actually he would end up with nore useabl e
space than what we woul d be taking out with our road going
across the end of his field; and we al so agreed to put up a
fence al ong that roadway and around the edge of field where
the site would be | ocated.

Q When. .. when you left that evening after your
di scussions with M. Hall concerning R 50 and R 51, what
did...what did he indicate to you in terns of whether or not
he needed to get with other famly nenbers or anything al ong
that |ine?

A Well, his...his cooment was that he |iked
the alternate | ocation better and he favored the idea of
maybe clearing nore land, but it would have to be okayed with
his brother in Florida.

Q kay. So, when you left, you didn’t feel
that day that you had an understandi ng because he had to do
sonet hing further?

A Ri ght. He needed to contact his brother.
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MARK SWARTZ: Right. That’s all I have of this

W t ness.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: You nmay- - -.

MAX LEWS: How much---7?

CROSS EXAM NATI ON

QUESTI ONS BY MR HENDERSON

Q M. Elswick, how nmuch of the Hall property
did you | ook over when you went out there?

A As far as alternate | ocations?

Q Vell, nost...well, let me just ask you.

Most of the property is fairly steep terrain, isn’t it?

A That’s correct, 1t 1is.
Q There’s not much useable flat space there?
A That’s right. It’s mostly hillside and

cliff.

TERRANCE HALL: May | ask M. Elswi ck a couple of

questions?
(No audi bl e response.)

TERRANCE HALL: M. Elsw ck, would you tell us what
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time of day | net you?

DARRELL ELSWCK: It was | ate afternoon.

TERRANCE HALL: Can you be nore specific?

DARRELL ELSWCK: W were on site R 51, I don’t

know, | think 4:30 or somewhere in that area, and then noved
on out to R 50 after that. It was getting close to...getting
fairly close to dark

TERRANCE HALL: Actually, it was even a little |ater

than that and the first site was not staked in ny presence.
The stake was---.

MARK SWARTZ: You know, if...excuse ne. He can

testify again, you know. But you can’t ask a witness
questions and then argue with him So, naybe we shoul d | et
the I awer ask the questions and if the witness wants to
testify again, fine. But, you know, it’s just not an
appropriate way to proceed to get an answer and then argue,
you know.

TERRANCE HALL: Ckay. Thank you. Sure. Thank you.

| appreciate that thought.

(Terrance Hall confers with Janmes R Henderson,
V. )

BENNY WAMPLER: Do you have anything further, M.

Swartz?
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MARK SWARTZ: No.

BENNY WAMPLER: M. Hender son?

JAMES R HENDERSON, |V: Nothing in addition.

BENNY WAMPLER: Menbers of the Board? M. Garbis?

MAX LEWS: This alternate---.

BENNY WAMPLER: Oh, I'm sorry.

MAX LEWS: This alternate |ocation that you were
tal king about that you said was a cliff line. How nuch did

you estimate that the |ocation would cost you to build it

t here?

DARRELL ELSW CK: Well, to be honest you can’t say.
We...| tried to stake it on top of the cliff line. You
can’t see the rock underneath. We know there’s rock below us

and I’'d say it would probably be 30 to 35,000 just to
construct the site | ocation.

MAX LEW S: Well, that’s not...not a real great
anount for a location on top of a nountain.

DARRELL ELSW CK: Well, considering where it was, it

would have been probably a $10,000 site. That’s just
construction costs. That doesn’t include, you know, brush
crews, hydroseed and gravel, and all of that.

MAX LEWS: The pipeline, would it have been...would

it have been any harder to build with the | ocation there than
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it would---7?

DARRELL ELSWCK: | cannot say. 1...l do not do

pi pelines. Just road and site constructions. | have no idea
how t he gas |ine was proposed for that site.

MAX LEW S: | know $35, 000 on the nountain was not a
whole ot for a |ocation.

DARRELL ELSW CK: That’s just---.

MAX LEWS: If | built...if | built them it would
cost a 150, 000.

DARRELL ELSW CK: Well, that’s just...now, you try

to be as cost effective as you can.
MAX LEWS: | know.

DARRELL ELSW CK: But and too, like I say, you don’t

know what, once you tear the top soil off of the ground
there, what type of rock you’re going to hit. That’s Jjust
a...that’s a modest estimate of what it probably would be, if
not nore depending on the type of rock and how nmuch hammeri ng
you woul d have to do to get the site down to grade.

BENNY WAMPLER: M. Gar bi s?

DENNI' S GARBI S: I’d like to get back to that

original (inaudible) that you were probably speaki ng about.
So originally, if | understand this correct, there was going

to be a pipeline in one direction and perpendicular to that,
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there would be a road effectively as you testified there

woul d be an...do you have a drawing for that effect, and then

subsequent to that, do you have an alternate, what was

potentially an alternate arrangenent on that particular site?
| would Iike to see what that | ooks I|ike.

JAMVES R HENDERSON, [V: I don’t think that the road

and the pipeline changed all that nuch.

(Janmes R Henderson, |V confers with Terrance
Hal | .)

JAMES R HENDERSON, |IV: Now, these are the conpany

maps whi ch shows a | ocation of R 51, which is the---.

BENNY WAMPLER: You’ll need to speak up a little

bit.

JAMES R HENDERSON, |V: And here’s the well site.

If you’ll flip over to the page in front of that, there’s a
separate map that shows the pipeline. How that will bisect.
There again, there’s the road and the well site would be

her e.

DENNI S GARBI S: Where is Mr. Hall’s ten acres of

| and. Do you have that depicted?

JAMES R HENDERSON, IV: W have another nap that

shows t hat.
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(Janmes R Henderson, |V gets the map.)

JAMVES R HENDERSON, |V: Just to locate...here is R

50.
DENNI S GARBI S:  Un- huh.

JAMES R HENDERSON, |V: (Inaudible) on this map.

R-51 was not on this survey map. But this is where---.

DENNI S GARBI S: That woul d be roughly right up here,

it |ooks Iike.

JAMES R HENDERSQN, 1V: Uh-huh.

DENNI S GARBI S: Looking at those contour |ines.

JAMES R HENDERSON, IV: Right. Now, this is the

smal ler tract and this is the larger Hall tract here.

DENNI S GARBI S:  Un- huh.

JAMES R HENDERSON, IV: So, the smaller tract, you

woul d have the road com ng through here and then the pipeline
com ng down here.

DENNI S GARBI'S: So, this is R50 and this is R 51

(Dennis Garbis reviews the maps.)

DENNI S GARBI S: So, as far as an alternative

arrangenent on the...looking at this ten acre, I...can
sonebody el aborate on that or show where it...where a
potential...if there was a subsequent agreenent, how did this

facilitate concerns of M. Hall? M. Swartz, could you

166



© 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

address that or your---?

DARRELL ELSW CK: I didn’t understand the gquestion.

DENNIS GARBIS: In other words, like...originally

you had R 50/ R-51 you had ten acres over here. You’ve got
this pipeline that would be comng up the...well, | guess, it
| ooks down...down the hill here. What were the alternative
arrangenents for...the discussion that you had to ease his
concerns?

DARRELL ELSWCK: On the gas line part of it or just

the site itself?

DENNI S GARBI S: Well, let’s...let’s address the road

issues since you’re the road person.

DARRELL ELSW CK: Just to get it away...npstly to

get the site further away fromhis area where he had proposed
to build a home. We couldn’t go down the...any...any further
away due to being out of the drill window. | think the

ei ghty acre tract borders right below it and we couldn’t move
it much further without getting out of that w ndow.

DENNI S GARBIS: All right. Thank you.

BENNY WAMPLER. O her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.
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MARK SWARTZ: Les.

(Leslie K. Arrington and Mark Swartz confer.)

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 Mr. Arrington, I’'m going to remind you that

you’re still under oath fromearlier this norning---.

A Yes.

Q ---and ask you to state your nane?

A Leslie K Arrington.

Q I’d 1like to start with Mr. Garbis’ question

about what changed with regard to the | ocation. Maybe you
could wal k over to show himthe plats of the original
| ocation and then the nodified | ocation.

A Ckay. We noved it down the spur
approxi mately 200 feet. |If you go down that spur, we did get
away fromwhat he was calling his building | ot, which

is...I'm pointing toward on...on Exhibit 1-A and the R-51
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application. As we drove in here, there’s an existing...a
little access road that cones in right here, right...right on
the edge of his property that cones in and there was a fl at
area in this area...in this vicinity, approximtely 400 feet
fromwhere the well was staked. Wen we restaked it, our
original stake was sonewhere right in here and then we cane
back and noved it approxi mately 200 feet down this spur.

Now, your concerns over the pipeline after that, we can
change that pipeline anytine. | nmean, this is just going
down steep grade and there’s nothing there, you know.
That...that equi pnent can work on anything. So, the pipeline
is no concern for us. But the well site, we can’t get over
the side of the hill and build a well site that’s cost
effective. So, we got down this spur as far as we could and
staked that |ocation, which was 200 feet different than we
originally proposed.

Q Les, would you show himthe well plats so he
can---?

A Yes. This...here’s the original well plat
that was filed. Here’s the subsequent, the amended, and all
of this was done under permit revisions. It wasn’t a
nmodi fication. It was done as a permt revision. And you can

see the original well and underneath there, right here, you
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can see that it’s approximately 200 feet difference in

di st ance.

DENNI S GARBI S: What’s the scale?

A An inch to 400.

DENNI S GARBI S: Ckay.

Q To sunmarize, in response to his expression
that he had plans to sone day build a house on the---?

A That was what | coul d---.

Q And he wanted the well further away?

A Yes.

Q You noved the well roughly 200 feet further
away ?

A We did.

Q Now, with regard to the pipeline, does the
pipeline that’s proposed go across the flat part, the house

site, or does it go over the steep hill in a different...a
conpletely different direction?
A Okay. And I'm going to speak to both wells

on the pipeline.

Q Well, let’s...let’s stay with this one.
A Ckay. R-51, that does not hit any |evel
| and other than right at the well site. It goes down a steep

grade to our existing pipeline that’s down there.
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Q In fact, it goes the opposite direction away
fromthe house site?

A That’s correct. It does.

Q Ckay. Now, with regard to the pipeline on
the other tract.

A On the other tract, again, it goes down
hill. It goes away fromhis field. It is a steep terrain
area, away from everything.

Q M. Arrington, with...did you al so...were
you al so present when...when M. Elswick net wwth M. Hall

out at these...at R-50 and R-51?

A Yes, | was.
Q Wiy were you out there?
A To try to come up with sone sort of a

reasonable alternative with M. Hall.
Q Ckay.
A. And to...that was on Novenber the 11th and

we met him at approximately at five o’clock in the evening.

Q And how | ong did you spend out there, do you
t hi nk?
Vell, | left...I left that area at 6: 30.
Was it still light when you left?
A No.
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Q Were you at both sites, R 50 and 51?

A Yes, sir, | was.

Q And were there alternative |ocations staked
at both sites before you left?

A Yes, there was.

Q When you left that evening, how did you
leave it with M. Hall as to where you guys stood?

A kay. Wien | left, | felt that we had an
agreenent on the location. Although at no tine did...it was
a reasonabl e location...reasonable alternative |ocation, and
even at that point, M. Hall had a concern with water.
There’s a bunch of springs on the sites in the areas. I sent
our field representatives out that does our water sanpling
and we had an extensive water survey done just for...to nake
sure that we didn’t interrupt any water sources and if we

did, we had sone record of them

Q Well, when you left that night, though, did
you feel |ike he needed to get back to you or soneone on your
staff one nore tine, or did you feel |like you had reached an
agr eenent ?

A | felt at that tinme when had an agreenent
and as |...the next day in the office, |I told JimHanin, who
had been contacting Terry, that he needed to contact Terry to
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have himgive M. WIlson a call and | et him know that we had
reached an alternative location. And that sanme day |I called
M. WIlson nyself and told himthat.

Q Because you know from experience that M.

W1 son needs to hear fromboth sides?

A He di d.

Q No. But you know that?

A Yes.

Q So, you asked M. Hamin to tell M. Hall

t hat he needed to nake a call?

A Yes, sir, | did.

Q And then did you submt permt revisions?

A Yes, sir, after surveying, | submtted them
to the State, and not only that, | had to submt those to the

other lessors of other mnerals there and get their approval.
So, along with submtting themto M. WIson and getting his

approval, I also got the other lessors’ approvals.

Q To the change of | ocations?
A Yes, sir.
Q And then | o and behol d, you got sone nore

obj ecti ons?
A Ve did.
Q Was that---7?
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A Unexpect ed.

Q Ckay.

A Total ly.

Q And then we had anot her hearing?

A We did.

Q And we’re here today?

A Yes.

Q Now, the road that’s being constructed that
we’ve seen photographs of today---?

A Uh- huh.

Q ---what...what well was that permtted in

conjunction wth?

A Yes. That was permtted under well S-51.
We did have an original permt objection on that, which was
deni ed and permt issued and we have proceeded forward. W
did construct the road and it’s part...the road and site
there is probably near finished.

Q Is it...as you understand it, has it been
Mr. Hall’s position that there is no place on either of these
tracts where he woul d be happy to have you?

A That’s correct.

Q And so it’s not that he’s saying, I'm

delighted to have you where you are, he’s simply saying it’s
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| ess of a problemthan your original |ocations, but I would
prefer you were not here and you’ve understood that from the
begi nni ng?

A That’s...that’s right. And R-50...R-50
location that we’re talking about, Darrell talked about the
cliff line and one of the reasons we couldn’t put it down
there is it would create such a steep grade road that our
heavi er equipnment at the drill...at the tinme of the drilling
the well couldn’t go down that road. So, that’s one reason
we could not get below that cliff |ine.

Q And do...do you renain prepared to construct
these well sites at the alternative |ocations?

Yes, we do.

Q That’s all I have.

CROSS EXAM NATI ON

QUESTI ONS BY MR HENDERSON

Q M. Arrington, you referred earlier to the
wel |l | ocation plats.

A Yes, sir.

Q And I understand that that’s this plat with

the dotted |ine.

A. It is.
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Q And the outer dotted |ine shows an ei ghty
acre unit.

A It does.

Q That would be the drilling unit. Then

there’s an inter-dotted |i ne.

A It is.
Q And what does that signify?
A That’s...we have to be away from the outer

line or the unit boundary 300 feet to allow for equal
producti on, everybody to receive equal production fromthe

different units.

Q Ckay. So, anywhere within this inter-dotted
line you can |ocate a well, is that correct?

A We. .. we could have.

Q Ckay. And for Unit R-50, the well site

that’s chosen is up in the upper right hand corner of this
section, is it not?

A Yes. The second location, it is.

Q Ckay. And actually the first and second
| ocation were both up in that upper right hand corner?

A I'm sorry?

Q They were both up in that upper right hand

corner, were they not?
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A. The. .. R 50?
Q Yes.
A. R-50, it was nore...the first | ocation was

nore a centered | ocation than the second | ocati on.

Q It was in the upper right quadrant, was it
not ?

A Yes. The second | ocation, yes.

Q Okay. And the public road goes through that
drilling section in a nunber of places, does it not?

A Yes, it does.

Q So, there are other locations in this area

where a well could be drilled, even off of the Hall property?

A The Hall property probably accounts for
roughly 70% of that unit. Typographically, there’s not many
| ocati ons.

Q By typographically, you nean the rest of the
area i s steep?

A Yes.

Q And this area was chosen because it’s just

about the only flat space in there?

A That’s true.
Q And so it costs less to use it?
A. Well, it costs |less and, as | said, about
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st eep grade.
Q kay. And on the R 50 well site, that is

|l ocated at the lower left hand---?

A You’ re talking about R-517

Q R-51, excuse ne. The lower left hand---?

A Yes, sir.

Q ---portion? You’re fairly close to the
edge?

A It is.

Q And, again, was done for the sane reason

t he typography?
A It was. Uh-huh.
Q These are just about the only two flat areas

up on that ridge, aren’t they?

A There’s not much flat area up there.
Ckay.
A Right. Qur well sites are typographically
driven.
Q There within the drilling area for the R-51
well, there are a number of places where it’s accessed by

ot her roads and the public road on Rt. 621, are there not?
A Well, the thing you’re failing to look at

there, that would require...if you’re looking on the North
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si de of the highway---.

Q Uh- huh.

A ---that requires pipeline road bores and
other work that...that can’t...we can’t get over there
because that’s so much...so steep on the North side of the
highway. On the South side, Mr. Hall’s property is...is
what’s on the South side of the road.

Q And so why are you saying you couldn’t use
anything on the North side here?

A On the North side, it’s extremely steep
terrain and that’s a road bore to get to the other side of
t he road.

Q Ckay. Now, road bore neans it would cost

out nore noney to get the pipeline under the road?

A Sur e.

Q Okay. That’s all the additional questions
have.

MARK SWARTZ: Not hi ng further.

BENNY WAMPLER: Any questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER M. W/ son, do you have anything you
want to add to the testinony that has been presented here
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t oday?

BOB WLSON: | can pretty nuch say that | think it

has been pretty well sumrarized. The sequence of hearings
and the conferences that we had and the decisions that were
rendered. To ne, the questions at both hearings revol ved
around property ownership issues, which I’ve attempted to
make clear in both decisions that we coul d not decide
their---.

JAMES R HENDERSON, IV: | have one thing to bring

wth M. WIlson since it was nentioned by M. Swartz, and
that was, | think at the hearing that was had in January,
sir, that M. Hall made the statenent that what he had told
you on the phone was that these other sites were |ess

obj ectionable. | think he confirnmed that that essentially
was what was said, Not necessarily verbatim

BOB WLSON: Correct. | was going...|l was going to

touch on that, as a nmatter of a fact, that part of the
statenents were that we were under the inpression that we had
an agreenent as to alternative |ocations and, | think, that
is correct. We’d...the operator and I were under the

i npression that we had this agreenent. M. Hall stated at
the | ater conference that he did find these |ocations |ess

obj ecti onabl e, but he, | believe, essentially says he finds
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no | ocations on his property acceptable, or sonething to that
effect. And basically, the...the...this appeal has to do
with that...the right to not in...and unreasonably infringe
on the surface owner’s property and whether that right has
been addressed and accounted for.

JAMES R HENDERSON, |V: May | have a nonent to

respond to some of the things that M. Swartz raised?

BENNY WAMPLER: Yes, sir.

JAMES R. HENDERSON, IV: One thing that was said,

and | think this was...|l find it sonewhat perplexing being in
the | aw busi ness, was that the only things that can be

di scussed here today were those which were discussed at the
latest hearing that was had. That’s not my understanding of
what the statute provides. There was no reason for M. Hal
to file an appeal of these two permts before they were
issued. There was, in the |l egal sense, no final Order to be
appeal ed before it was issued and the fact that he had
made. . .that the Director had made statenents that pertained
to these applications in granting the other permts, | think,
is sinply irrelevant. | think we have done what we need to
do to preserve our objections all along the line and I think
t he suggestion that we shoul d have taken this appeal before a

permt was issued is contrary to howthis statute i s supposed
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to work.

SANDRA RIGGS: Well, | think the reference is in

45.1- 361. 36(B) that says, "No petition for appeal nay raise
any matter other than matters raised by the Director or which
the petitioner put in issue either by application or by

obj ection proposals or claimmade in specified in witing at
the Informal Fact Finding Hearing | eading to the appeal ed
deci sion. "

BENNY WAMPLER: In other words, this is not a de

novo hearing. You---.

JAMVES R HENDERSON, IV: Oh, no, | understand that.

BENNY WAMPLER: You’re appealing on the record.

JAMES R HENDERSON, |V: I simply...I simply don’t

t hi nk, though, that we are forecl osed on any issues that

we’ve raised. The---.

MARK SWARTZ: My conmment in that regard was, you

never appealed S-51. You passed pictures of the road around
and S-51 was...that road was permtted under S-51. It was
subject to a hearing in September. You didn’t file an appeal
and that was my comment. I mean, I’m not talking about R-50
and 51.

JAMES R HENDERSON, IV: Well, M. Swartz, your

comments went beyond on that and if you’re insisting on
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proper decorum | would like to be able to finish ny
statenent before you make any rebuttal remarks if you..if you
woul d.

BENNY WAMPLER: Go ahead, M. Hender son

JAMES R HENDERSON, |V: What you specifically said

was, "There was no appeal fromthe original decision.”

MARK SWARTZ: Correct.

JAMES R HENDERSON, 1V: And | think that was

directed at these applications and not just to the S 51.
Now, the other issue that has been raised that | would Iike
to speak to you is the issue of the extent to which these
applications have to deal with the right of the conpany to be
on this property doing these operations. I think we’ve made
it clear that we respectfully disagree with Mr. Wilson’s
views on this and we have raised at every opportunity our
objections to the legality of what they’re doing. Now, the
statute says that the burden is on the applicant to
denonstrate conpliance and | think that there is...is a good
reason for this and that is, you know, these individual

| andowners are going to find it very difficult to...to
litigate these issues step by step by going to Court. (oing
to Court on these issues is very expensive and is very tine

consum ng. But the statute says to the applicant, and in
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this case PGP, it’s up to you to demonstrate compliance with
the law so that you can get a permt issue. And one of the
things that the statute requires is certification of their
right to conduct these operations and | submt to you,
gentlemen, that even if the statute didn’t require that, that
the Constitution of the State of Virginia and the
Constitution of United States would simlarly require that an
agency of this Comonweal th not be enpowered to issue such
permits to someone who doesn’t have the right to carry out
the operations in the permt. And | think that the
certification required by the statute does raise an issue
that the |Iandowner is entitled to contest.

In this case, M. Hall has presented to the Board,
and to the hearing exam ner, very specific informati on on why
the surface rights of entry don’t exist. Now, I’'m not
stating that the Board has the right to issue rights of entry
or to act as a Court in deciding disputes between | andowners
or |l andowner and a trespasser or whatever. Wat | do contend
is that both the hearing exam ner and the Board have the
right and the obligation to determ ne whether or not the
applicant has net its burden of properly certifying that it
has the right to conduct operations. | think that if you

interpret the lawto say that it can sinply certify that with
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no consequence if it’s contested, then you’re doing an
injustice to these landowners because you’re saying you have
got to go to Court and spend the tine and noney contesting
this once we’ve issued the permit. Now, this company is not
going to go to Court, quite obviously, and get a declaratory
j udgment or anything else establishing its right to do this.
As soon as the permit is issued, they’1l do what they did
with this other permt even over objection, on cone the
bul | dozers and the changes start to be nmade in the | and.

That neans if a | andowner wants to protect their rights, he
has got to go through the tine and consi derabl e expense of
contesting this.

| think that the statute gives this Board the...the

opportunity and the duty to determ ne whether there is a
proper certification of these operations or not. | think
that we have substantially rebutted the claimthat they are
authorized to do this. The fact that there is a m neral
severance deed does not nean that you then have to cone
in...you have the right to cone in and use the surface for
any purpose you wi sh or for any purpose at all. It is
perfectly possible for a mining company, and I'm sure that
many cases like this you’ve seen, to have the right to mine

W thout any right to use the surface. And | submt to you
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that that’s what happened in this case. The right to use the
surface was not conveyed and they don’t have the right to
conduct the operations that they’re proposing.

We’ve cast this in another light to make sure we
preserve this objection, and that is simply that we’ve made
the argunent and we nake it here, that the statute allows you
to object if the use to which your property is being put is
unreasonable. Now, | would submt to you, gentlenen, that
building roads and pipelines where you don’t have a right to
use the surface is sinply, per se, unreasonable, particularly
when there are other areas within the drilling unit that
t hese operations could be conducted on even if they have to
be conducted at a greater expense.

BENNY WAMPLER. M. Swartz, do you have a cl osing

ar gunent ?

MARK SWARTZ: Yeah, the permt application contains

the statenent, "I hereby state that the applicant named above
has the right to conduct operations as set forth in the
application and the operations planned." It’s signed in all
three...all two...in these two instances and it’s...and
there’s a notary. There’s an argument about title. All that
is required in the permtting process is that the operator

take the affirmative step of certifying that they have the
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right to do what they’re proposing to do. If it turns that
Mr. Hall’s right and the severance deed that Mr. Arrington
relied on when he signed the certification doesn’t grant the
mining rights that the operator needs, well, then maybe we’ve
got a trespass issue here. But it’s...it’s not the job of
M. WIlson to adjudicate title before he, you know, enters a
permit and it’s not your job to do that either. The
certification was nmade here. |t was nmade under oath and
we’ve got a dispute as to who has got what rights on this
property under the severance deed. 1It’s clear that we’ve got
a dispute and we’re not going to resolve that in front of
you, even if we could. So, that’s step one.

The title issues are not on the table here. An
appropriate certification was made. It was nade and
verified. 1In fact, there’s a form that the DMME has for well
permit applications, I mean, that’s in there. You have to
sign that to make an application for a permit. If you can’t
make that certification, you can’t apply.

The ot her issue goes to noving the well | ocation.
Basically the way the statute was drafted, if the operator
wants to hold fast to the original location that it applies
for in awll permt, it essentially has to prove that there

is no other location in the entire eighty acre unit that it
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could be on. Qtherwise, the permit’s going to be denied if
there’s an unreasonable impingement. So, I mean, basically
the statute says to an operator, if you’re going to hold, you
know, anybody’ feet to the fire on the original location,
then it’s your burden to show that you can’t put this well
anywhere el se, which obviously woul d cause an operator to try
to relocate because it’s going to be rare that you couldn’t
put it sonewhere else. So, the exercise here that was
directed to the parties was neet out at this site and work
out something and that’s what my client did. They

nmoved. ..they have filed permt revisions to nove the well

| ocations fromthe original |location to a less...consistently
| ess obj ectionable | ocation and under the terns of the
statute, | think, that M. WIlson did the right thing and I
woul d encourage you to put your seal of approval on his
decision. That’s all I have.

JAMVES R HENDERSON, |V: Can | make one additi onal

comment, and I’'m sure counsel will correct me if I’m wrong,
but a fundanental rule of statutory interpretation in
Virginia is that you do not interpret a provision of the
statute so that it has no neaning. The statutes are supposed
to be...it is presuned that the | egislature neant sonething

when they wote those words into law. | submt that the
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interpretation that the applicant is putting on the
requi renent for certification, or the right to conduct the
operations, would render it essentially meaningless. That'’s
contrary to established lawin Virginia. That in |ooking at
the statute the question is, what did the |egislature intend?
Now, I don’t think they intended that you could simply sign
a certification which could not then be questioned in order
to get this application granted. This was an integral part
of the application that has to be nade before this permt is
granted. ©Now, I don’t think that there is a reasonable
interpretation of the |aw that says that you can sinply sign
that and there’s no consequence and no penalty for being
wong. That this is---.

MARK SWARTZ: T don’t recall saying that there was

no penalty for being wong.

JAMES R HENDERSON, IV: | think you said there was

not hi ng that could be done about it.

MARK SWARTZ: | think | said that you could sue

for---.

SANDRA RI GGS: Not hi ng here.

MARK SWARTZ:. ---trespass. Gkay. | nean, the bet

here is that we’re right and have a right to operate on that

property based on the title work that we’ve done and we’ve
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certified that we feel we have the right to be on there.
You’re saying we don’t. Well, you know, there’s a way to
resolve that, but it isn’t here.

BENNY WAMPLER: Okay. I think we’ve heard...any

questions from members of the Board? We’ve heard the
evi dence.

DENNIS GARBIS: |...1 have a question

BENNY WVAMPLER: M. Gar bi s?

DENNI S GARBIS: What is it in this case where you

have a surface owner and there’s a question on...what...what
rights do the operator’s have to come on somebody’s property,

and in this case put a pipeline, a well or a road, in

conjunction with a...well, | guess, we give...if we...if he
has...if they cone before the Board and they get a perm ssion
to drill a well, | guess, the road is...is part of that.

SANDRA RI GGS: The permt does not grant to them any

right to go on somebody’s surface. All it does is, if they
have certified they already have that right, then they’re
entitled to get a permt that regulates the way that they go
about doing that so that there’s not environmental harm and
the things that are neant to be protected by the statute.
Now, the operator has to acquire that right-of-

entry, or that right-of-way, in sone other way and it can be
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done in one of three different ways that | know of right off
the bat; one is through the severance deed, which they talked
about, can address the issue; one, is through---.

DENNI S GARBI S: You nean the severance deed all ows

right-of-entry.
MARK SWARTZ: For the mning rights.

SANDRA RIGGS: Well, it severs...it severs the

m ner al .
MAX LEWS: Sonetines it does.

SANDRA RIGGS: In Virginia, there is an...there is

case law that grants to the owner of the mneral an inplied
right to access the surface to extract that mneral. So,
they can have an inplied easenent at law. And the third
possible way is that they can go to himand negotiate for a
ri ght - of - way.

MAX LEW S: Yeah.

SANDRA RI GGS: Now, generally, ny understanding,

based on prior testinony to this Board, is even if they have
it in a severance deed, and even if they have an inplied
easenent, for goodw ||, they generally go and try to
negotiate a right-of-way anyway. |If they fail to do that,
then they will fall back on either their severance rights or

their implied easement rights. Now, I don’t know about this
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particular case because we don’t...but, I mean, under the
law, generally, that’s how they acquire a right-of-entry on
the property.

MAX LEWS: They have that right, but if they do any
damages, they are liable for the damages.

SANDRA Rl GGS: But that’s all civil actions in

Court---.
MAX LEWS: Yeah, | knowit. But they have---.
SANDRA RIGGS:  ---not before this Board.
TERRANCE HALL: M's. Riggs, can | ask you a
question?

MAX LEW S: It don’t excuse them from that.

TERRANCE HALL: You said that inplied within the

severance docunents are the rights to obtain those?

SANDRA RI GGS: There is case in Virginia that

addresses inplied easenents generated---.

TERRANCE HALL: But in the case where...where that

is excepted and surface rights are retained?

SANDRA RI GGS: Well, surface rights...you wouldn’t

have a severance deed unless surface rights had been

retained. That’s what a severance deed is.

JAMES R HENDERSON, |V: We...we disagree with you

about the inplied easenent. Ckay?
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BENNY WAMPLER: We’re not going to argue that
(1 naudi bl e) .

SANDRA RI GGS: I don’t know what your deed says
because |---.

BENNY WAMPLER: We’1l1 cut...we’ll cut that
di scussion right now.

SANDRA RI GGS: Yeah.

BENNY WAMPLER: Ckay. You know, one thing that we
clearly have to deal wth, it says, "The only objections to

permts or permt nodifications which my be raised by
surface owners are: The operation planned for the soil and

er osi on when sedi nent control was not adequate or not
effective; neasures in addition to the requirenent for a well
wat er protection streamor are necessary to protect fresh
baring strata; the permtted work will constitute a hazard to

the safety of any person; and,"” and this was the one that was
nmodified in a nore recent year statute, "the location of the
coal bed net hane wel |l or coal bed nethane well pipeline wll

not unreasonably infringe on the surface owners use of the
surface provided, however, that a reasonable alternative site
is available within the unit and granting the objection wll

not materially inpair any right obtained in an agreenent

valid at the tinme of the objection between the surface owner
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and the operator or their predecessors or successors and
interest." Now, as to the surface owner, that’s...that’s
361. 35(B)

CLYDE KING What is the question for the Board, M.

Chai r man?

BENNY WAMPLER: The question of the Board is you

have before you a decision by the Director of the D vision of
Gas and 0il and it’s whether or not to uphold that decision,
which he...he granted the alternative location in the...in
the decision and it’s whether to uphold that or to overturn
it is their request here.

JAMES R HENDERSON, 1V: That and, | think, with

regard to the specific itens that are allowed by the statute.

But the evidence is that the conpany never considered any
drilling sites off of the Hall property; and the statute is
witten in terns of whether there are alternative,
unburdensone drilling sites within the unit, not on this
man’s property.

DENNI S GARBIS: M. Hall, have there been any, and

may be treading on tender territory over here, if I'm out of
line, please correct nme, but, | nean, you know, as far as
I’'m...I'm trying to put myself in your position over there

and somebody comes on my property and, you know, I'm pretty
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sensitive to the takings clause of the constitution because |
see where that’s...at least in my opinion, that’s an

i nfringenent of the governnment on the citizen, in nmy opinion
only. So, I think I'msensitive to that issue. But has any
arrangenments been made to...for conpensation or for the use
of your land for...|l nean, is that...is that part of this?
Is that...Ms. Riggs, aml...am| going out of---.

BENNY WAMPLER: It’s not something that Mr.

W lson...well, I’11 let Ms. Riggs answer. But it’s not
sonething that M. W] son can consider. Those kinds of
negoti ation are separate and apart from what we deci de.

DENNIS GARBI S: So- - -.

MARK SWARTZ: Yeah, we’re...we’re arguing over

nmoney. | nean, there have been discussions and we haven’t
been able to agree on a number. You know, the Direct...I’'m
not sure that has anything to do with this. But, | nean, the

direct answer is there have been proposals and counter

proposals and we can’t agree on the amount

DENNI' S GARBIS: Well, | appreciate your candor

because I...let’s cut to the chase here if that’s what we’re
talking about then, let me know that. Then I...that’s
...that’s---.

JAVES R HENDERSON, |V: But | think the other side
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of that is if these permts are granted, in order to get
anything, M. Hall and his brother have to go to Court.

MARK SWARTZ: Well, our offers aren’t contingent on

t hat .

CLYDE KING Excuse ne, M. Chairman. Are you

inferring that there is sone negotiation about paying for the
road?

MARK SWARTZ: There have. Onh, yeah. There have

been. I mean, yeah, there’s a pipeline across his property,

whi ch we...which we---.

CLYDE KING: I haven’t heard that.

MARK SWARTZ: ---negotiated and paid for in the

past that’s separate and apart from this and we’ve
reached- - -.

CLYDE KING Well, | nean, in this particular one.

MARK SWARTZ: In this particular situation, there

have been proposals and counter proposals and we can’t agree
on an amount of money that’s acceptable. He wants more than
we're willing to pay, but we...you know, we’re talking. We

haven’t talked recently---.

CLYDE KI NG: Yeah, I haven’t heard that.

DENNI S GARBI S: No, that’s why---.

CLYDE KING: I haven’t heard that.
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MARK SWARTZ:. ---because we’re not feeling, you

know, real good about each other at this juncture, but we’ve
had those di scussi ons.

CLYDE KING Are we allowed to listen to it all?

MAX LEW S: No.
CLYDE KI NG No.

SANDRA RI GGS: It’s not part of our consideration.

JAMES R HENDERSON, |V: Yeah, I think there’s a

di fference between saying that they’re in negotiations and
saying that in the takings viewpoint, are they legally
obligated to pay and, I think, the position they’re taking on
this appeal would lead you to the conclusion that they’re
not. That what they’re doing as far as dealing with | and

owners, including this one, is purely voluntary on their

part.

DENNI S GARBI S: And agai n---.

TERRANCE HALL: | have received no...no noney
what soever for the road that has been built across ny

property.
DENNI S GARBI S: Well, see...well, | guess the

problem | have with it is when they...yeah, you have the
option of going to Court and, of course, | put nyself in that

position. Nobody wants to spend | egal fees and going to
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Court wth that uncertainty, because obviously by proving
this, that gives the operator unfair advantage over you.

TERRANCE HALL: Yes, sir.

DENNI S GARBI S: And I don’t particularly care for

t hat .

TERRANCE HALL: An offer was nade. Wthin the offer

were several things | found untenable. One of these is that
it was un...it was a surface rights into perpetuity. The

| ease that they initially offered ne gave them eterna

rights. There was...there was an open-ended thing. Now,
gentl enen, soneone in ny line of title back there sold
the...sold the coal, netal, mnerals and oil and at that tine
the standing tinber rights and now al nost a hundred years
later, I’'m bound by what this person did, whether or not they
really knew what they were doing because M. Altizer was
illiterate. He signed the contract with an X. That’s
conjecture. I don’t what...what he knew. But this is
property that ny father purchased, that ny brother and I
would like to hold onto for our daughters and keep in the
famly. | was not prepared to sign away perpetual rights to
a good portion of ny property. That was...and finance not
withstanding, I wasn’t prepared to do that. In my counter

proposal, | did ask for nore noney and | did Iimt what |
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felt was a reasonable tine imt for the use and sone

requi renments for reclamation which was not offered in the
original |ease proposal. So, |...I tried to be reasonable,
know ng that there are two sides. But, M. King, yes, to
answer your question, there has been no noney that has
exchanged hands for...for the danage that has been done, nor
has any | ease been signed.

DENNI S GARBI S: OF course, looking at it fromthe

other side of view, | nmean, obviously if you drill a well
there, I mean, that’s going to be there for perpetuity. Now,
| maybe...at sone point intinme if---.

TERRANCE HALL: A concrete sl ab.

DENNI S GARBI S: ---1t doesn’t become of use and

they....for reclanmation, they would withdraw and take all the
equi pnent out.

TERRANCE HALL: My understanding is that the coal

seam that they’re intending to frac and degas is slated to be
m ned sonmewhere twelve to twenty years in the future and
they’re degassing it now in preparation for that. That’s my
understanding. I’'m not sure how accurate I am. But, yes,
now and forever, there would be a concrete slab about the
size of this floor area. But that’s a lot different than a

pipeline left in the ground and a fenced off area that they
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could cone into and drill a 1,000 feet further down to
anot her gas pocket that they m ght discover in the future or

a road that they’re under no obligation to reclaim.

JAVES R HENDERSON, |V: Now, these wells, as such

as we understand it, have a limted |ife expectancy. There
woul d be a point in tine where they produce no nore gas. At
whi ch point they will be caped and taken out of use.

TERRANCE HALL: As...as far as the noney issue and,

M. Lews, if | approached you and asked to purchase
sonething fromyour...fromyour garden and you gave ne the
right to do that. |If | had purchased this for four or five
years, you know, it would be different if |I said, well, |
have the right to pull a truck across your yard to get these
t hi ngs out of your garden and it would be a ot different if
| offered you $5 or nmowed the grass once or if |I offered you
$200 for damagi ng your yard. So, while noney is an issue,
that’s not the primary issue. Okay, so, that was ny...that
was ny reasoning and the reason that | approached it that
way.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
MAX LEWS: I’d like to see you all get together and

make some kind of an agreement between both of you, if it’s
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possi ble, until you all can agree on the |ocation.

CLYDE KING: I certainly agree and I don’t see

anything with our Director at all. | wish, M. Chairman, we
coul d postpone anything on this naybe until our next neeting
and see if they can’t come up with some reasonabl e---.

MARK SWARTZ; Well, | guess, you know, | need ask a

guestion point blank because the position is there is no

| ocation on either of their tracts where they want at all

So, i1f that’s the position to send us back to his property to
| ook further, I think it’s an exercise in futility. I’m not
saying it in a negative way, but, you know, we’re willing to
|l ook on his land and entertain other alternatives, you know,
no question about it.

CLYDE KING Mark, | think the question | have, and

maybe | 'm totally wrong, is that he has offered to take a
certain amount of money. You’ve offered to take...give a
certain amount. You’re apart.

DENNI' S GARBI S: You’re a very creative man, Mr.

Swart z.

MARK SWARTZ: We’re still going to have to do that,

whet her or not you issue a permit. I mean, all we’re talking
here is leverage and you’re putting---.

CLYDE KING: I don’t think the permit is not a
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problem is it? He has already got the permt.

MARK SWARTZ: No, we don’t.

SANDRA RI GGS: No, that’s what’s being appeal ed.

MARK SWARTZ: Well, yes...well, it’s being appealed.

| mean---.

CLYDE KI NG Being appeal ed, but you---.

MARK SWARTZ: Right. He has overruled the

objection. But, you know, I’'m prepared to leave today and
continue to talk money because that’s what we’ve been talking
and we’re going to continue to talk money because, as Max
points out, you know, there are surface damages here. That
doesn’t go away. I mean, that’s always going to be under
consideration. You’re better off working this stuff out than
not. But, you know, I don’t want to have to send my boys
back out in the field on a surface |ocation alternative when
we’ve basically been told, you know, if you don’t cut a deal
with me, I don’t want you on my property because I...I
just---.

DENNIS GARBIS: M. Swartz---.

CLYDE KING | think you...you probably---

DENNI S GARBI S: You’re are very articulate and a

very persuasive person. I’'m sure you could do very nicely in

t hi s endeavor.
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JAMES R HENDERSON, 1V: | think the---.

MARK SWARTZ: I don’t...I don’t have a checkbook,

t hough. So, | never have these di scussions.

JAMES R HENDERSON, IV: | think M. Hall has

articulated his concerns about the matter. Cbviously, he and
his brother would prefer not to have the wells on his
property. But if they’re going to have the wells on the
property, their concerns are not to | ease these access rights
in perpetuity, if they don’t have to, and to have the least
obj ecti onabl e i npi ngenent on their property rights and fair
compensation for what they’re losing. I mean, in |ooking at
this situation, there’s two flat spots...well, actually
there’s three flat spots on this ridge. One, is where Mr.
Hall lives and these are the other two. Oher than that, you
know, this stuff is goat country. This is a materi al

di sadvant age to have these things there and I don’t think
it’s unreasonable to say if you’re not willing to put it
somewhere else in this drilling unit, it’s because it’s
savi ng you nega bucks to not have to drill right in the

m ddl e of these squares. You ought to be a little bit nore
reasonabl e and not...not be asking themto sign away these
rights forever because these wells have a useful |ife.

They’re going to go out of production eventually and yet the
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| andowners woul d be stuck with this permanent i npingenent on

their property rights for no apparent purpose that we can

ascertain. So, what I'm saying in Mr. Hall’s behalf and what

in the old novies "his nouth piece", although frankly I tend
to doubt that Terry needs one, he does very well at

expl aining his positions. The Halls have, never at any
point, said we refuse to negotiate further and | think that
t hey have set forth exactly what their concerns are in no
uncertain terns.

TERRANCE HALL: The | ast proposal that | gave

to...to...l believe it was to M. Arrington by way of M.
Hender son was never responded to.

JAMES R HENDERSON, IV: And since it---.

BENNY WAMPLER: That’s a proposal for settlement or

a proposal for location or---7?

MARK SWARTZ: He wanted $25, 000.

BENNY WAMPLER: Have you ever proposed a |ocation?

TERRANCE HALL: When | nmet with M. Arrington and

M. Elswick, | was doing so under the direction of M.

Wl son. M understanding was that as an O ficer of the
Virginia Board that he was directing ne to do sonethi ng and
so I complied. I didn’t like it, but | conplied. 1| told

themthat the...they were actually two or three places that
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di scussed with them They rejected several of them off hand,
just said that that’s not an option. Finally, I showed them
the two | ocations that | expressed, and | believe that
everyone that was there would renenber that | said, this is

| ess objectionable than the original site. Gentlenen, having

atooth filled is objectionable, but not as objectionable as

having a root canal. So, I really didn’t want either, but it
was | ess objectionable to have this other site. It would be
| ess intrusive, still intrusive, still lowering ny property
values, still tying up a good portion of ny useable property
of which | would still be paying taxes on. | have a problem
with that. I’m sorry. It bothers ne to pay taxes on sone

| and that sonebody el se is using.

JAMES R HENDERSON, IV: And since it obviously

doesn’t harm us for this matter to be carried over to the

next neeting, we do not object.

KEN M TCHELL: M. Chairnman?

BENNY WAMPLER M. M tchel | ?

KEN M TCHELL: Being the...being the very junior
menber of this Board, |...l realize | have a whole lot to
learn. But I...but I would like...you know, I don’t like to

see things hanging in md-air. | would nmake a fornmal notion

that we uphol d DGO Director’s rulings and I would ask for a
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second. At that point, | would |ike to corment on ny reasons
and ny...and ny reason for making this notion.

BENNY WAMPLER: | have a noti on. Is there a second?

MASON BRENT: | second.

BENNY WAMPLER: Motion and second. You may comment.

KEN M TCHELL: Mr...thank you, sir. You know, we’ve

listened to a lot things here and...and everything that’s

been explained is that we can’t look at the money end of it.

I...you know, I'm sorry. As much as I feel for the
| andowner, | cannot | ook at the noney end of it. That...that
is a decision that will set on that side of the table. As

far as | oss of useable property, you know, there is appeals
to the Comm ssioner of Revenue, or soneone, and obviously, if
you can show there’s...there’s a loss of useable property, I
t hi nk, the Comm ssioner of Revenue should | ower your property
val ues, and | think your attorney could submt that to...or
yourself could do that. W...we have a very intricate case
here where there has...there has been sone negoti ati on,
but...but not final negotiation. | believe there has to be a
resolution here and I think the resolution is that we’ve got
to go on with the program. We’re under threat from overseas.

The people are kicking sand in our face because they feel
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that they’ve got America by the...you know, by the throat.
And so I...you know, even though I don’t think they do, I
think we have to | ook at our energy sources. But by the sane
token, Virginia, by all statute, is a property rights state.
Virginia is a property right state. And ny county is
Stafford, we’re very concerned about people’s property
rights. So, | think the Court would take very strong
objection if there were a violation of someone’s property
rights. | think that has got be decided there, and here
again, if it’s costly, God Bless America, I'm sorry for that,

but it’s the American way. We don’t...we don’t have

a...there’s no alternative source. So, I think we’ve got to
go on with the program | think M. WIson give...gave a
very adequate...| read this last night and |...you know,
sitting in a hotel roomby nyself, | had nothing else to do

but do sone serious reading. And the appeal caught ny eye
nmore than any other item So, I...l read all that was here
and | appreciate the testinony fromall parties concerned. |
thank you for your testimony, but...but I think we’ve got to
go on with the program and I...and that’s no offense to
anyone here, but I think we need to go on with it.

CLYDE KING M. Chairnman, | have a substitute

nmotion. | respect everybody involved in this, but | nove

207



© 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 we delay this until next nonth.

DENNI S GARBI'S: | second it.

BENNY WAMPLER: Mbtion and second on the substitute.

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

BENNY WAMPLER: Al in favor of a substitute notion,

signify by saying yes.
(Max Lewis, Cyde King and Dennis Garbis signify

yes.)

BENNY WAMPLER. W have three yeses.

(Benny Wanpl er and Sandra Ri ggs confer.)

BENNY WAMPLER: No, it doesn’t. It’s a tie. Roll
call. Yes.

KEN M TCHELL: | was just going to clarify sonething

and | presune that our |egal counsel is also our
parlianmentarian. |In the case of a tie, according to
Roberts---.

MAX LEWS: Ri ght here.

KEN M TCHELL: Ri ght. Ckay.

BENNY WAMPLER: Well, that’s what...I was just going

toroll call it and see...just have it on record.

COURT REPORTER: M. Brent?

MASON BRENT: | vote no with regard to the
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1 substitute notion.

2 COURT REPORTER: M. M tchell?

3 KEN M TCHELL: | vote no in regards to the

4 substitute notion.

5 BENNY WAMPLER: No, in regard---.

6 MAX LEWS: | vote yes.

7 COURT REPORTER: M. King?

8 CLYDE KI NG Yes.

9 COURT REPORTER: M. Garbis?

10 DENNI' S GARBI S:  Yes.

11 KEN M TCHELL: According to Roberts Rules O O der,

12 if that’s something that we base our meeting on, a tie dies.

13 BENNY WAMPLER: That’s right.

14 MAX LEW S: That’s right.

15 BENNY WAMPLER: That’s right.

16 MAX LEW S: Yes, you’re right.

17 BENNY WAMPLER: That’s what you have to base it on.

18 We don’t have anything else, but---.

19 CLYDE KING You got nothing else to do.

20 BENNY WAMPLER: Now, we vote on the original notion.

21 We have a motion and it’s seconded. All in favor, signify
22 by saying yes.

23 (Mason Brent and Ken Mtchell signify yes.)

24
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we are.

BENNY WAMPLER. (Qpposed, say no.

(Max Lewis, Cyde King and Dennis Garbis signify

BENNY WAMPLER: A roll call

COURT REPORTER: M. Brent?

MASON BRENT: | vote yes.

COURT REPORTER: M. Mtchell?

KEN M TCHELL: | vote yes on ny notion.

COURT REPORTER: M. Wanpler?

BENNY WAMPLER: | vote yes on the notion

COURT REPORTER: M. Lew s?

MAX LEWS: | vote no.

COURT REPORTER: M. King?

CLYDE KI NG No.

COURT REPORTER: M. Garbis?

DENNI' S GARBI S:  No.

BENNY WAMPLER: A new motion. Let’s see how creative

DENNI' S GARBI' S: Coul d we possibly...could these

peopl e step outside and give them an opportunity to get sone

fresh air and to do what el se while we got to item nunber

twenty and then you conme back in here?

MARK SWARTZ: Well, you al ready have ny check on
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item twenty. So, I don’t need to be here.

CLYDE KING Itemtwenty.

MARK SWARTZ: See, I'm just like the full-time guy.

They can’t get rid of ne.

DENNI S GARBI S: And | appreciate that. | tell you

what, you’re a regular fixture over here.

MARK SWARTZ: You know, at |east | brought the noney

for nunber twenty.

DENNI' S GARBI S: W greatly appreciate that.

MARK SWARTZ: I’'m trying to keep it short.

DENNI' S GARBI S: That’s right.

BENNY WAMPLER: We can’t really do that since he’s

on the docket and I’'d have to call the docket.

DENNI S GARBI S: Ckay.

MARK SWARTZ: Well, you can call...they...I don’t

know i f you know this, but you can confer with counsel. |
mean, you can take a break and get us out of here and neet
anong yourselves to---.

CLYDE KING W can go into executive session.

MARK SWARTZ: ---talk to Ms. Riggs.

(Board nenbers confer anong thensel ves.)

MARK SWARTZ: O you could acconmmodate...you could

deny the petition for appeal, but stay your denial for thirty
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days to give the parties thirty days to negotiate from ny
standpoint. I mean, I don’t know if that gets---.

DENNI S GARBI S: Well, I think that’s what we

had...that’s what we originally---.

CLYDE KI NG: That’s what we thought we was doing.

MARK SWARTZ: Well, it’s a little different.

But - --.

KEN M TCHELL: M. Chairman, | woul d nake a

substitute motion. No, I’'m going back to my original motion
because the first two are dead. | would nmake a notion for
the...that we approve the DGO Director’s decision and request
a sixty day scenario for themto cone back and have a

negoti ated settl enent.

MARK SWARTZ: A sixty day stay. |Is that---7?

CLYDE KI NG: That’s a sixty day stay?

KEN M TCHELL: Ri ght.

CLYDE KING | second.

BENNY WAMPLER: Mbti on and second.

DENNI' S GARBI'S: Now, what is this going to

acconplish? | nean, because---.

KEN M TCHELL: Well, 1...we have a very---.

CLYDE KING It does what we tal ked about. It puts

it off for sixty days.
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DENNI S GARBI S: | know. But, | nean, it has a ful

force of effect. He’s got---.

MARK SWARTZ: No, we’re delayed sixty days from

starting any work on these two sites, which will give us an
incentive to go back and try to negotiate. | nean, if we
wor k sonet hing out, great, all of this goes away; and if it
doesn’t, sixty days from now, he’s upheld and we move on, is

the way I understand what you’re proposing.

CLYDE KI NG Yeah.

BENNY WAMPLER: Yeah, he said---.

MAX LEW S: We don’t know for certain that you’re
goi ng to do anything, though.
DENNI S GARBI S: Yeah, what...what do we have---.

MARK SWARTZ: You guys have dealt with ne for years.

| guarantee you---.

DENNI S GARBI S: That’s exactly why I'm saying it.

MARK SWARTZ: We’re going to make another offer.

That we’re going to make anot her offer. W may not
make...reach an agreement, but we’re going to make another
of fer and see what happens.

CLYDE KING Then | think we---

MARK SWARTZ: And I can’t---.

CLYDE KI NG ---acconplish what we want to
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acconpl i sh
MAX LEW S: No.

CLYDE KI NG: Yeah, we have. He’s willing to talk

about it. They’re willing to talk---.

KEN M TCHELL: M. Chai rnan?

MAX LEWS: Well, they may be willing to---.
KEN M TCHELL: | believe...l think both parties need

to take a look at this Board. 1It’s a three to three split.
So, I mean, don’t...I mean, if you all look at the cards, you
need to do sonething. | think by doing sonething, | think
you need to get together and | think the sixty day scenario
gives you anple tine to get together and gives the attorneys
time to talk to each other and gives---.

MARK SWARTZ: Because the clients usually do better

KEN M TCHELL: Right. Well, and that’s---.

CLYDE KING And cheaper.

KEN M TCHELL: That’s fine.

MARK SWARTZ: And it’s more cost effective.

BENNY WAMPLER: And obviously, we want to send a

cl ear nessage that we prefer you all to work it out rather
than us trying to work it out.

CLYDE KING: I think that’s what we want to---.

DENNI S GARBI S: Preci sely.
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BENNY WAMPLER: You know, we’re trying not to get

over into that territory.

CLYDE KI NG Yeah.

TERRANCE HALL: | understand that. But if | nay

coment, you nade an illusion to an energy shortage and
foreign countries kicking sand our face---.

BENNY WAMPLER: I’'m going to...I’'m going to cut you

off because we’re...we have to make a deci sion here.

TERRANCE HALL: Ckay.

BENNY WAMPLER: I have the Board’s motion---.

CLYDE KING An (inaudible) question.

BENNY WAMPLER: ---and a second and open for
discussion with the Board. I’'m sorry.
TERRANCE HALL: Ckay. | was---.

BENNY WAMPLER: Nothing towards you. We just can’t

do that right now.

TERRANCE HALL: Coul d one of them ask nme a question?

BENNY WAMPLER: Any ot her di scussion?

MAX LEW S: Yeah, I’ve been in this situation before
and | know as far as Mark and themis concerned, whether they
do anything or not, they’re going to get their way. I know
that. But | think that they ought to try to get together and

work this thing out and be kindly agreeable with both sides.
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CLYDE KING: I think that’s what we’re doing.

MARK SWARTZ: We’re going to make anot her offer.

We’re going to take another stab at it and it’s not going to
be ne. GCkay? It will be people that, you know, do this for
a living; and we settle a huge anount of stuff that you never
see. | nean, no ki dding.

MAX LEWS: Well, | know that. | know that.

MARK SWARTZ; You know, this is our major |eague

project. Now, you don’t see that many unhappy people here,
whi ch neans we settle a |ot of them

BENNY WAMPLER: 1’11 cut you off, too.

CLYDE KING A question---.

MARK SWARTZ: So, we’ll take another stab it.

BENNY WAMPLER: That’s the question here. We have a

nmotion and a second. All in favor, signify by saying yes.
(Al nmenbers signify yes except for Dennis Garbis.)
BENNY WAMPLER. QOpposed, say no.

DENNI' S GARBI S:  No.

BENNY WAMPLER: One no, that carries. A sixty day

stay.
(Menmbers confer anong thensel ves.)

TERRANCE HALL: M. Wanpler, a question. |If

sonetine in the future, this happens to go into litigation by

216



© 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

your vote...by voting to uphold the permt, even with the
stay, doesn’t that put your weight on...in favor of PGP over
me if this should over go into litigation?

KEN M TCHELL: M. Chairman---?

BENNY WAMPLER: 1’11 let you ask your attorney.

SANDRA RIGGS: Well, you can appeal this decision

that they just made if that...that’s your prerogative, to
take an appeal of their decision.

JAMES R, HENDERSON, |V: Well, hopefully we wouldn’t

have to do that for sixty days.

BENNY WAMPLER: Ri ght .

JAVES R HENDERSON, IV: | nmean, | assune that...

that’s being attempted.

BENNY WAMPLER: That’s right. ©Nothing is in effect

for sixty days.

BOB WLSON: M. Chairman, let ne clarify our

responsibility on this. W are going to put a stay on the
permt for sixty days fromtoday, is that correct?

MAX LEW S: Ri ght.

SANDRA RI GGS: Has the permt been issued?

BOB WLSON: The permt is issued. Yes.

MARK SWARTZ: Ri ght .

CLYDE KI NG: That’s what I thought.
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1 SANDRA RI GGS: So, you’re staying the drilling?

2 BENNY WAMPLER: St ayi ng on any activity on the

3 permt for sixty days.

4 MARK SWARTZ: Well, we haven’t started construction

5 on the sites is ny understandi ng.

6 LESLI E K. ARRI NGTON: No.

7 (Board nenbers confer anong thensel ves.)

8 MARK SWARTZ: We have not started construction on
9 either one of these. So, that’s not a problem for us. We

10 can live with that.
11 (Board nenbers confer anong thensel ves.)

12 BOB WLSON: Yeah. They were the only two...the

13 only two---.

14 (Mark Swartz confers with Leslie K. Arrington.)
15 CLYDE KING: That’s only 51.

16 BOB WLSON: R-50 and R-51.

17 MARK SWARTZ: 50...R-50 and 51.

18 BENNY WAMPLER. Ckay. One thing that...that...to

19 get over sone of this concern is to report at maybe at the
20 next Board neeting the progress on the neeting.
21 MAX LEW S: To see what progress you’ve made.

22 CLYDE KING: I'd like to...yeah, I think we need to

23 do... have---.
24
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MAX LEW S: Yeah. Then maybe sonet hing---.

BENNY WAMPLER: With the intent, and you’re looking

for an intent of...clarification of the intent of the notion
which carried, and as | understand it, that intent was a stay
on activity for sixty days. The notion was to uphold the
inspector’s decision, but a stay on activity for sixty days.

CLYDE KING Ri ght.

BENNY WAMPLER: And report back next tinme on...on

the progress to date. Thank you.

TERRANCE HALL: Thank you. Thank you, Ms. Riggs.

Thank you, gentl enen.

BENNY WAMPLER: The next item on the agenda, when |

get toit, the Board will consider a recomendati on by the
Division of Gas and G| Director that the Board inpose a
civil charge agai nst Pocahontas Gas Partnership pursuant to
VAEOB- 92- 0529-022. This is docket nunmber VGOB-00-03/21-0788.
We’d ask the parties that wish to address the Board in this
matter to come forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of Pocahontas Gas Part nershi p.

BOB WLSON: Bob WIson as the Director of the

Division of Gas and G |.

BENNY WAMPLER. Go ahead and state your nane.
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KENNETH OSBORNE: My name is Kenneth Osborne. I'm

one of the Linkous Horn heirs.

BENNY WAMPLER: M. W/ son, do you want to | ead off?

BOB WLSON: Yes. In response to the Novenber Board

hearing in which in answer to certain questions, the
representative of Pocahontas Gas Partnership indicated that
certain funds that was supposed to be escrowed had actual ly
been internally suspended. Those nonies were not being
deposited into the account in accordance with the Board
Order. A Notice of Violation was issued on Unit PGP T-37,
permt nunber 3592 in response to this; and in response to
that a Notice of Violation, a recormmendation of civil charge
has been assessed according to Board Order 92-0529-0226 and
the Gvil Charge procedural rule, which is a portion of that
Order. The procedural rule provides tables for determning
t he anobunt of the violation, the seriousness they are and
such. The seriousness of the violation was taken fromtable
one. It’s pretty explicit under damage to correlative rights
or resources and failure to nake a paynent in accordance of
the Board Order carries three to four points. Four points
were assessed on that matter. Under the degree of

negligence, which is table two, the points avail able for that
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is zero to six. Four to six signifies gross negligence,
which is defined as know ng or intentional conduct. The
testinony indicated that this was i ndeed knowi ng conduct. W
assessed five positive points for the degree of negligence.
Good faith points are avail able under the rule according to
how t he operator conplied wth the Notice of Violation and
t he abatenent thereof. A mnus four points, which is the
maxi mum al | owabl e, was gi ven here because actually the Notice
of Violation was abated very quickly after the Notice was
i ssued. Actually, the abatenent took place as a response to,
| believe, the Board Hearing itself and predated the
requi renents of the Notice of Violation by sone tine. So,
that’s under the heading of extraordinary measures taken tO
abate the violation. That gave us under the plus/mnus a
total points of five which, according the procedural rule,
woul d require a civil charge of $650. A history of
violations on that site, there were no viol ati ons agai nst
that site prior to the date of...of this action. So, that
requires that the base civil charge anount be reduced by 10%
which is $65. Leading to a total reconmended civil charge of
$585.

BENNY WAMPLER: Any questions for M. WIson?

(No audi bl e response.)
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BENNY WAMPLER. M. Osborne, do you have

anyt hing---?

KENNETH OSBORNE: Not on that. No, sir.

BENNY WAMPLER: M. Swartz, do you have anyt hi ng?

MARK SWARTZ: Actually, this particular unit, when

M. Arrington was here in Novenber, he was tal king about the
two units that Danny McCl anahan was in, in terns of
suspending that, and it turned out that no nonies had been
paid late on those units and this unit cane as a conplete
surprise. Your notice in the letter, at |east that was sent
to Les by M. WIlson, this suspense...production started in
December of '98 and...and, I'm sorry, there was a
Supplemental Order...it was pooled in June of '98. There was
a Supplemental Order of March of '99. But production began
in December of ‘98, about eleven or twelve months before we
were here in Novenber. Les was conpletely unaware of the
suspense until he checked on all of the units that were

di scussed at the...at the hearing in Novenber. Wen he got
with the fol ks from Conoco who do the accounting in Ponca

City, they had no explanation as to why they had suspended

this stuff for eleven nonths. | nean, well before the
dispute with Mr. McClanahan and there’s...I mean, we don’t
have an explanation as to why this was suspended. It
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certainly was not in response to any of the pooling hearings
in the summer since it pre-dated that by about six nonths.
So, it’s clear that, you know, someone in the accounting
departnent just booted this and we have tendered our check in

the recommended amount. We’ve straightened this out and we

apol ogi ze to the Board. | nean, it was clearly a m stake.
We don’t have an explanation from Ponca City as to...as to
why the mistake occurred in December of '98. But, you know,

it was a mistake. We apologize. We’ve paid, you know, the
recommended civil charge. | gave Ms. Riggs a check for that
this morning. If the Board changes the amount, we’ll
certainly change the check. But we don’t want to give any

i npression that this was sonething that we were happy about
and we certainly apol ogi ze and have tendered...tendered the
recommended anount.

BENNY WAMPLER: Any questions or coments? M.

Csbor ne?

KENNETH OCSBORNE: Unl ess | m sunderstand and | am

I'm sorry, but did Mr. Swartz just say that Mr. Arrington
wasn’t aware that this was a suspended account?

MARK SWARTZ: You can answer.

LESLI E K. ARRI NGTON: Ckay. Yeah, you were...you

were referring back to T-36 and S-36. ©Now that’s the one you
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were referring to. T-37 at that time wasn’t even a subject
toit...to that discussion. Wen | went to checking on the
T-37, that’s...I mean, all of the units that M. Wanpler told

me to check on, that’s when I found out that this one was

suspended. | did...l had no idea that this one was
suspended. In that discussion, we were speaking to S and T-
36.

KENNETH OSBORNE: But you were aware that there was

no noney in those accounts because you...because you said you
brought it up on yourself---.

LESLI E K. ARRI NGTON: In those two. That’s correct.

But not...not T-37. Not T-37, because | knew there was a
di spute in the other two.

KENNETH OSBORNE: Ckay.

LESLIE K. ARRI NGTON: And we were trying to, you

know, get it set up proper...what we felt was proper before
the noney went into it.

KENNETH OSBORNE: Ckay. On those accounts that we

had checked on, there’s something...I’m just...I’m...I don’t
have an answer for it. I mean, I’'d like an explanation, and
if I'm not mistaken, Mr. Wilson was also concerned about
the...the great difference in these was when | had these

units checked on as an actual escrow account, the anount of
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nmoney is there, so on and so forth, and I gave M. WI son
the...the unit nunbers and stuff and they was listed as A and
B and so on and so forth, which he, in fact, got back with ne
and told me that just because it didn’t state on here it was
Aor B, that it still it represents such. But there was
another one that was, i1f I'm not mistaken, I don’t have the
paperwork here in front of ne, it was S-35 and | had a...the
account checked on that and that account...| nean, these
accounts show all together reflecting sonewhere in the

nei ghbor hood of little over $3,000 as of...of Decenber the
31st, 1999; and then the other well that | had checked on,
this S-35, it showed in the escrow account, if I’m not

m st aken, a bal ance of $. 27.

BOB WLSON: I don’t remember the...the exact

amounts and to be quite honestly, I can’t put that with a
specific unit right here. But there was one of the units
that had a matter of cents in it, less than a dollar.

don’t remember which one it 1is.

BENNY WAMPLER: Those are producing. .. producing well

in that unit and (inaudible)?

BOB WLSON: Again, |---.

LESLI E K. ARRI NGTON: You know, I just can’t answer

it. Not---.
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BENNY WAMPLER: Okay.

BOB WLSON: I...I don’t remember which one it 1is.

I didn’t bring notes with me on that today.

BENNY WAMPLER: But clearly S 35 is the one you

wer e questioni ng?

KENNETH OSBORNE: Yes, sir.

LESLI E K. ARRI NGTON: We’1ll check on it. That’s no

pr obl em

KENNETH OSBORNE: | inquired on it and you sent ne

a fax and the fax stated that the account for that unit had,
| could be off a cent or two here, but roughly $.27

BENNY WAMPLER: The unit is what’s important to us

ri ght now.

KENNETH OSBORNE: Yes.

BENNY WAMPLER: So, we can check that out and nmake

sure there’s not something suspended on that.

CLYDE KING M. Chairman, do we just need a notion

to accept what M. WIlson---?

BENNY WAMPLER: That’s right, or to change it if you

have any probl ens---.

CLYDE KING | nove it.

DENNI S GARBI S: | second.

BENNY WAMPLER. We have a notion to accept the civil

226



© 00 N o o b~ w N P

N N DN RR R R R R R R R
N P O © 00 N O 0o B W N +— O

23
24

charge and a second. Any further discussion?

KEN M TCHELL: M. Chai rnan?

BENNY WAMPLER: M. Mtchell ?

KEN M TCHELL: Not to bel abor the point, the...when

| was reading this, | noticed that the Notice of Violation
was issued 11/24/99, and then a letter was witten to M. Bob
Wl son that, on Decenber the 2nd, 1999, Debbie at First
Virginia Bank confirnmed the checks were received that day.

So, when | look at 11/24/99, and then when |I | ook at Decenber
2, there’s thirty days in November. So, that leaves six and
two. So, there’s eight total calendar days, not business
days, but cal endar days. So, | believe that they operated
sonmewhat qui ckly, assum ng there may have been a weekend in
there. I don’t have my calendar with me for 1999. You know,
a violation can be a violation, but a willful violation would
be a terrible violation. A non-wilful violation is not...I
don’t think a terrible violation. Under testimony...under
sworn testinony, it is stated that it is a non-wllful

vi ol ation, which...which under Virginia statute, you know,
I'm going into criminal codes and ot her things, a non-wllful
violation is not as strong as a willful violation. So, I...l
think there was a mistake made. I’'m sorry that it happened.

I’'m sorry for the gentlemen that it happened to. 1In a case
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like this where imedi ate...imredi ate response of a grand
total of eight days, I...1 think acted in a responsible
manner. |...l would wish that everyone would act in a
responsi bl e manner upon receiving a Notice of Violation. |
think eight days is...is commendable. You know, I'm...I'm
surprised that it was done that quickly.

BENNY WAMPLER: Any further discussion?

KENNETH OSBORNE: If | may, M. Vanpler---?

BENNY WAMPLER: I can’t do it right now.

KENNETH OSBORNE: On.

BENNY WAMPLER: W can as soon as we finish the

vote. Okay?

MASON BRENT: ...l would just comment on that a

little bit. | think M. WIson has given...has recognized
how qui ckly they corrected it in giving themfour credit
poi nts here.

MAX LEWS: He give themfour points for that.

MASON BRENT: I’'m real...personally, I'm

(it naudible). I'm very, very sensitive to the fact these

fol ks need to be very responsible in not neking these kinds
of mistakes. I’'m agreeing that when it comes to a vote, I
t hi nk we need to uphold the violation to send a nessage that

this...whether it’s your accountants or whoever it is, they
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need to do this stuff right.

BENNY WAMPLER: Yeah. And it does need to be

immediate because, you know, you don’t need a suspense...you
don’t need accounts held in suspense if this says thirty-five
is there, you know, that’s another issue of concern that we
have to |l ook into. Any other 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. Now, you may

comrent before we cl ose.

KENNETH OSBORNE: All right. M. Wanpler,

just...just as to that goes during...on that hearing you
stated a couple of tines...which they agreed to have that
nmoney in the account within fifteen days, at the end of it
you al so ordered that it be in there within fifteen days.
They did not conply with that because they went over fifteen

days before they had the noney in there.

The only other thing | would like to bring up is,

I’'m well aware that the Board does not do these deci sions on
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deeds, noney and so on and so forth, but | think it should be
recogni zed that when conpani es, such as Consol or Pocahont as,
submt information that they attest to where people...certain
peopl e owns the | and and coal and so on and so forth, | have
addressed with you a couple of tinmes on this matter, also
wth M. WIlson, and which I, in fact, took the proper steps
that you instructed ne to try to talk to M. Arrington about
it and | guess they just finished their...mybe didn’t want
to talk about this, but what this concerns is, and it was
brought up earlier about Hurt McGuire. Hurt MCGuire owned
all the coal or owned the coal that has to do with the ot of
this land. At a neeting, we asked if they would provide
proof that they owned it. M. Arrington instructed us that
he woul d send us a copy verifying proof. Which what he sent
was a copy of a deed dated the 17th day of August, 1893
between a WP. Stilwell and his wife, and between a M. J. M
McCGQuire and a John B. Hurt of where they purchased this |and
fromM. Stilwell containing 143.10 acres and this was their
proof about where Hurt McQuire owns the coal. Again, let ne
say this deed was dated in 1893. But when | done a deed
survey check, and one of the problens a | ot of ny people down
here are having, they cannot afford these | awers at $50 and

$100 an hour to research these deeds and they depend a | ot on
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me to go through this, and I have a lot of tine in these
deeds, but what | have cone up with was a deed that was nade
between a Lewis M Robinette, and his wife from Kentucky, to
a M. WP. Stilwell in Buchanan County. The deed was made
and it nmentions 80 acres. But it states M. Stilwell only
pur chased one-eighth of this 80 acres and if you break it
down, it’s 10 acres, 12 acres or whatever. And of all of ny
findings, that’s what he owned at that particular time up
until the 17th of Novenber, 1897 when he obtained froma
Janmes H Meadow anot her 50 acres and another 12 acres. M.
Arrington’s explanation to this was it was sol d...the deal
was made by boundary and not by acres. \Wether it was or
not, doesn’t change the fact that the only thing that I show
of M. Stilwell owning was the one-ei ght percent of 80 acres
whi ch he obtained from M. Robinette in 1887 and it goes down
here to the deal made with Hurt McQuire in 1893, which states
143.10 and this was in 1893 and it wasn’t until 1897 that Mr.
Stilwell obtained another 50 and another 12 acres froma
Janmes H Meadow.

So, I don’t...I don’t see...I don’t understand why
they can, you know, present evidence like this they said was
thoroughly checked. 1If it was thoroughly checked...I’m not

an attorney. I do not claim to be, but it’s...but the type
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of deeds that give sone of themare legible. This is what
they sent us. The bottompart is not real |egible, but we
managed to decipher it anyhow. The rest of these deeds, it
clearly states that M. Stilwell did not owmn a 143.10 acres
to make a deal with Hurt McGuire in 1893; and that only...not
only puts the Horn subject to as far as the acreage that
we...the mneral rights reserved for us, also the coal goes
with that, but you know, it al so goes on to whoever else Hurt
McCGuire made deals with whether it would be Coke Raven, Coke
Car bon, Pocahontas Gas Partnership, because in these packages
we get, Pocahontas Gas Partnership and Consol makes nention
that they own above and below Tiller seans 100% of the coa
and they say that they nade the deal and they obtained it
fromHurt McQuire and it goes down that Hurt MQuire obtained
it froma J.P. Stilwell. M. Stilwell did not own the |and.
So, how did they obtain it from hinf

BENNY WAMPLER: Now, you know, and as I’'ve told you,

you know, they’re running a risk of trespass there. If
they’re wrong, they...then, you know, and you cah prove that
you certainly, you know, have a cause of action there I would
t hi nk dependi ng on what...what you obtained. | appreciate
your tine.

KENNETH OSBORNE: | just...l just wanted to nmake
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mention to the Board here because that’s the only way that I
See where it’s recognized is to, you know, just...I just have
to chip away at this one piece at a tine.

BENNY WAMPLER. W understand. Thank you.

BOB WLSON: To answer your question earlier | did

find my notes here, the S-37 unit had $57.97 in it. That was
the one that we---.

KENNETH OSBORNE: No, sir.

BOB WLSON: Is that not the one you’re talking

about ?

KENNETH CSBORNE: It was S...S- 357

BOB WLSON: I...I couldn’t say then. That’s why I

don’t have that right...the proper one right in front of me.
(Board nenbers confer anong thensel ves.)

KENNETH OSBORNE: | had...| had asked you for a copy

of the escrow accounts, which you very pronptly got to ne and
to verify where they had put the noney in, and then what |
went back to was the other one that | had a concern wth,

whi ch was the S-35, and then it took you a couple of days to
get that information, but which, again, you was real pronpt
about getting it to ne.

BOB WLSON: And this is as of the end of Decenber

really. We still don’t have...we don’t...we thought we were
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going to have the January report by now, but we do not,
unl ess they cone in today.

KENNETH OSBORNE: Yes.

BOB WLSON: So, this is as of the end of Decenber

here.

KENNETH OSBORNE: Yes, sir. Yes, sir.

BENNY WAMPLER Ckay, M. Brent.

MASON BRENT: | just wanted to ask one thing before

we go off the record here. W changed our escrow agent---.

BENNY WAMPLER: Yes, we did.

MASON BRENT: ---at the first of the year and I’ve

not heard anything about how that’s going now that First
Union is now the---.

BENNY WAMPLER: Wel |, the transition was a little

rugged, quite frankly, getting all the information. But as
far as dealing with the new escrow agent, everything is going
quite well.

MASON BRENT: Do you think we can get sone report

put on the agenda for the next neeting, just a fifteen
m nute report?

BENNY WAMPLER: Yes, we’ve...that’s scheduled

...yeah, scheduled to do. They were just---.

MASON BRENT: Ch, it is on the schedul e?
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BOB WLSON: They’re due for...I think they’re due

for a quarterly report which would be next nonth---.

BENNY WAMPLER: Next nont h.

BOB WLSON:. ---because the quarter doesn’t end

until the end of this nonth.

BENNY WAMPLER: Ri ght .

BOB WLSON: Just for information, they do have the

noni es posted according to the final records from First

Virginia Bank. They are working toward getting subsequent
nmoni es posted to those accounts. It has been kind of slow
because the...basically, because it’s just new to them

and...but we talked to themyesterday as a matter of fact,
and we were hoping to have January’s report by today. But it
did not come in last night. But, they’re---.

MASON BRENT: I’'m sure...I’m sure that was a hard

task making that transition

BENNY WAMPLER: Wel |, it was, trenendously.

KENNETH OSBORNE: I’'d like to thank the Board for

hearing nme today. Have a good day.

BENNY WAMPLER: Thank you.

MASON BRENT: Thank you.

MAX LEW S: Thank you.
BOB WLSON: | have a procedural thing here. This
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check fromPGP for the civil charge is made out to the
Treasurer of Virginia. This has to be, | believe, paid to
the County in which this infraction occurred, which wuld be
Buchanan County and only subsequent to a Board Order. So, |
think, if I’'m correct in that, I believe this will have to be
returned and made out to Buchanan County after we issue an

Order on that. Again, correct me if I’'m wrong.

BENNY WAMPLER: Or we can deposit it and wite a

check.

SANDRA RI GGS: Do you want ne to return it to them

with the Order and instruct themto do that---7?

BOB W LSON: Yeah, | woul d---.

SANDRA RI GGS: --0or instruct themin the Oder to

do that or whatever?
MAX LEW S: The Conmm ssi oner of Revenue for Buchanan
County has that.

BOB WLSON: Yes. I’m...I’'m almost certain that’s

the way it’s supposed to be.
MAX LEWS: The Treasurer.
SANDRA RIGGS: well, | can---.

CLYDE KI NG The Comm ssi oner of Revenue.

MAX LEW S: The Treasurer for Buchanan County.
MASON BRENT: That woul d be easier.
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(Board nenbers talk anong thensel ves.)

SANDRA RI GGS: I’11 check and make sure according to

statute that it’s right. Do you want me to take the check
back?

BOB WLSON: Yes, please.

SANDRA RI GGS: Ckay.

BENNY WAMPLER: Thank you all very nuch. |

appreciate it.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

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

G ven under ny hand and seal on this the 11th day
of April, 2000.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2001.
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