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VGOB- 9-1/17-0291
VGOB- 92- 11/ 17-0291-01 Y-8 119

Col l ective Exhibit One - Menos
**** AGENDA ATTACHED

DENNI S GARBI S: Good norni ng, Ladies and Gentl enen.

My name is Dennis Garbis, a public member. I’11 be your
chairman this morning. I’d like to start off this meeting by
i ntroduction of the nenbers. If we could start with M.

Mason Brent.

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

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

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

Stafford County, Virginia, and | represent the Citizen
i nterest.

CLYDE KING: T am Clyde King. I’'m from Washington

County and | represent the public interest. Wlcone to
Abi ngdon.

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

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

the Attorney CGeneral and | am here to advi se the Board.

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

the Division of Gas and G| and the principal executive to
the staff of the Board.

DENNI S GARBI S: Thank you.
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HUBERT KEEN: That’s the one that I need to talk to,

t hat Bob W1 son.

DENNI S GARBI S: Coul d you wait until your...when

your docket nunber is called and you’ll have the opportunity
to speak, please.

The first itemon the agenda this norning is the
Virginia Gas and G| Board will consider a petition from
Equi t abl e Producti on Conpany for pooling of a coal bed net hane
unit under the Nora Coal bed Gas Field Order and identified as
VC- 504484, which is docket nunmber VGOB-01-08/21-0919. We’d
ask the parties that wish to address the Board in this matter
to conme forward.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behalf of Equitable Production Conpany. CQur
witness in this matter wll be M. Don Hall. W do have a
revised Exhibit B that I’'d like to pass out before we get
start ed.

COURT REPORTER Rai se your right hand.

(Wtness is duly sworn.)
(M. Kiser passes out the exhibit.)

HUBERT KEEN: You fellows will have to excuse ne.

This is the first time that I’ve been in anything like this.

DENNI S GARBIS: Sir, what is your docket nunber that
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you’ re waiting for?

HUBERT KEEN: My docket number, well, I’ve got

t hr ee. But the final nunber on it is 92-11/17-0291-01.

DENNI' S GARBI S: What are the last four digits?

HUBERT KEEN. 0291.

MASON BRENT: 15...item 15.

DENNI S GARBI S: Okay, that’s the last item on the

agenda which wll probably be at |east an hour and a half to
two hours fromnow So, you’re more than welcome to wait or
if you want to go out and get a cup of coffee---.

HUBERT KEEN: It don’t concern me. I don’t need to

be in there. Wen does m ne cone up?

DENNI S GARBI S: When wi || that agenda item cone up?

CLYDE KI NG About noon probably.

DENNI S GARBI S: At | east two hours. So, again,

you’ re welcome to wait or if you want to get a cup of coffee
and walk around, you’re...either way. You can stay. Okay,

shall we proceed, M. Kiser.

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

DI RECT EXAM NATI ON
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QUESTI ONS BY MR KI SER

Q M. Hall, have you been sworn?
A Yes.
Q You need to state your nane for the record,

who you’re employed by and in what capacity?

A My name’s Don Hall. I'm employed by
Equi t abl e Producti on Conpany.

Q Do your responsibilities include the | and
involved in unit for 504484 and in the surroundi ng area?

A They do.

Q And are you familiar with Equitable’s
application filed seeking a pooling order for well nunber VC
504484, dated July the 19th, 2001?

A Yes.

Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A,
that being the plat to the application?

A Yes.

Q Does the |ocation for this proposed well
fall within the Board’s order for the Nora Coal bed Gas Fi el d?

A It does.

Q Now, prior to filing the application, was an

effort nmade to contact each of the respondents and an attenpt
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made to reach a voluntary oil and gas | ease with each of the
respondent’s made?

A Yes.

Q Does Equitable own drilling rights in the

unit involved here?

A W do.

Q VWhat is the |leased interest wwthin the gas
estate?

A We have 91.62% | eased.

Q And what is the interest |eased by Equitable

in the coal estate within the unit?

A 100%

Q And all the unleased parties are set out at
Revi sed Exhi bit B?

A They are.

Q Coul d you explain to the Board why we
prepared a Revised Exhibit B?

A One of the parties on Exhibit B acquired a
pi ece of this property fromanother...or acquired an interest
inthis property fromanother...one of the heirs and it
shoul d have been a 1/9th interest. There was two...two of
the original eleven heirs passed away w t hout issue. The

remai ni ng nine woul d have received a 1/9th interest each.
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One of those nine conveyed to M. Adkins a 1/11th. Probably
intended to convey a 1/9th, but in actuality in the deed, he
only conveyed a 1/11th. So, that left the remaining 2/99ths
in the Estate of the people who conveyed that. W determ ned
that after the application was made and di d the anmendnent.

Q Ckay, and that affects the last two
undi vided interest owners on Tract 2 as |isted on page two of
three of the Exhibit B?

A That’s correct.

Q Even though it appeared the intent of the
grantor was probably to convey a 9th of whatever they had,

t hey conveyed an 11th and that’s the record title?

A Ri ght .
Q So, that’s the way that we’re going to show
it?
Ri ght .

And we anended...not only did we revise
Exhibit B, but we also sent out a second notice to Al bert C
Adki ns and Eva Adkins since it did change their interest from
the original mailing, correct?
A That’s correct.
Q | s there any questions about that?

(No audi bl e response.)
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Q Ckay, how about unl eased interest within the
unit, are you famliar with that?

A Yes.

Q And the interest that renmains unleased on
the gas estate?

A 8. 38%

Q Okay, now, we’re got some unknown interest
owners within Tract 2. Wre efforts made to determne their
wher eabout s and the nanes and addresses and wher eabouts of
any potential successors?

A Yes.

Q And reasonable and diligent efforts were
made and sources checked to identify and | ocate these unknown
heirs including primary sources such as deed records, probate
records, assessors’s records, treasures’s records and
secondary sources such as tel ephone directories, city
directories, famly and friends?

A They were.

Q I n your professional opinion, M. Hall, was
due diligence exercised to |l ocate each of the respondents
named i n Revi sed Exhibit B?

A Yes, sir.

Q Now, are the addresses set out in Revised
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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 the unleased interest |listed at Revi sed Exhi bit B?

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

surroundi ng area?

A Yes.

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

A A $5 bonus, a five year, a 1/8th royalty.

Q Did you gain this famliarity by acquiring

oil and gas | eases, coal bed nethane | eases and ot her

agreenents involving the transfer of drilling rights---7?
A | did.
Q ---in the unit involved here and in the

surroundi ng area?

A Yes.

Q In your opinion, do the terns you have
testified to represent the fair nmarket value of and fair and

reasonabl e conpensation---7?

10
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They do.

---to be paid for drilling rights within
this unit?
A (No audi bl e response.)
Q Now, as to those respondents that we’re

pool i ng who have either not agreed to voluntarily |ease to us
or who are unknown, do you state that they be allowed the
follow ng options wth respect to their ownership interest
within the unit: One, participation; two, a cash bonus of $5
per net mneral acre plus a 1/8 of 8/8ths royalty; three, in
lieu of a cash bonus and 1/8 of 8/ 8ths royalty share in the
operation of the well on a carried basis as a carried
operator under the statutory conditions?

A Yes.

Q Do you recommend that the order provide that
el ections by respondent be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, P. O Box 2347, Charleston, West Virginia 25328,
Attention: Melani e Freeman, Regul atory?

A Yes.

Q And should this be the address for all
comuni cations with the applicant concerning any force

pool i ng order?

11
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A Yes.

Q Do you recommend that the order provide that
if no election is properly nmade by a respondent, then such
respondent should be deened to have el ected the cash royalty
option in lieu of participation?

A Yes.

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

A Yes.

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

A Yes.

Q Does the applicant expect any party el ecting
to participate to pay in advance that share of conpleted well
cost?

A Yes.

Q Shoul d the applicant be allowed a hundred
and twenty days follow ng the recordation date of the Board
order and thereafter annually on that date until production
is achieved to pay or tender any cash bonus or delay rental

becom ng due under the force pooling order?

12
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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
appl icant for payment of those costs, then respondent’s
el ection to participate should be treated as havi ng been
wi t hdrawn and void and such respondent should be treat just
as if noinitial election had been made under the order?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of well cost any cash sum becom ng
payabl e to such respondent should be paid within sixty days
after the last day on which such respondent could have paid
or made satisfactory arrangenents for the paynent of those
cost ?

A Yes.

Q Ckay, in this particular case, we do have
several undivided interests in Tract 2 where the owners are
unknown. So, do you ask that the order provide that an
escrow account be created by the Board to pay for these into
which all these proceeds attributable to the unknown i nterest

and the conflicting interest on Tract 2 between the gas

13
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estate and the coal estate be paid?

A Yes.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Producti on Conpany.

Q Now, what’s the total depth of the proposed

wel | under the plan of devel opnent?

A 2,403 feet.

Q And the estimated reserves of the unit?

A 500, 000, 000 cubic feet.

Q Now, are you famliar with the well costs of

the proposed unit well under the applicant’s plan of
devel opnent and has an AFE been revi ewed, signed and
submtted to the Board along with the application as Exhibit
C?

Yes.

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

A Yes.

Q Does it represent a reasonable estimate of
the well costs under the plan of devel opnent?

A. It does.

14
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Q Coul d you represent for the Board what both
the dry hole cost and conpleted well cost for this well?

A The dry hole cost is $99,270. The conpl eted
wel | cost is $208, 180.

Q Do these costs anticipate a nultiple
conpl etion?

A They do.

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

A Yes, it does.

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

A Yes.

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

DENNI' S GARBI S: Any questions from any nenber of the

Boar d?
(No audi bl e response.)

DENNI' S GARBI S: Do you have any other w tnesses?

JIM KI SER: No other witnesses. We’d ask that the

application be approved as submtted.

15
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Any ot her

sayi ng no.

hi s phone

DENNI S GARBI'S: Do | hear a notion?

CLYDE KING So noved, M. Chairnan.

KEN M TCHELL: | second it.

DENNI S GARBI S: | have a notion. | have a second.

di scussion? Any other questions?
(No audi bl e response.)

DENNIS GARBIS: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
DENNI S GARBIS: All those not in favor, signify by

(No audi bl e response.)

DENNI' S GARBI S: You have approval

JI M KI SER  Thank you.
(M. Kiser and M. Swartz confer.)

DENNI S GARBI S: Thank you, Centlenen. You can get

nunber and call himtonight.
(Everyone | aughs.)
(O f record discussion.)

DENNI S GARBIS: M. Swartz, are you ready?

MARK SWARTZ: You bet.

DENNI S GARBI S: Looking at that agenda, there are

several itens that appear that m ght be consolidated. Have

you consi dered that?

16
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MARK SWARTZ: Yes. \What | woul d propose to the

Board, first of all, I would note with regard to item2
that’s actually Pocahontas Gas Partnership and not Buchanan
Production. So, you need to just make that note. Item?2, |
woul d think I would need to pool by itself. Itens 3 through
8, | think could be conveniently conbined for hearing. So,
those six itens could be considered together. Itens 9 & 10
i nvol ve essentially the same fol ks. So, | think we could
conbine 9 & 10. W could conbine 11 & 12. And | think 13,
14 & 15, probably we m ght as well just handle as stand
alones. But I think combining the ones I’ve indicated would
save us sone tine.

DENNI' S GARBI S: Any obj ection from any nenber of the

Boar d?
(No audi bl e response.)

DENNIS GARBIS: All right. 1’11 call item number 2.

We’ll take care of that one and then we’ll call sequentially
items 3 through 8.
MARK SWARTZ: 8.

DENNI S GARBI S: Take care of those, and then we’ll

just go on down the list.

MARK SWARTZ: Ckay. All right.

DENNI S GARBI S: The next itemthe Virginia Gas and

17
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Ol Board will consider is a petition from Pocahontas Gas
Partnership for pooling of a coal bed nethane unit under the
OGakwood Coal bed Methane Gas Field | order and identified as
M 36 in Buchanan County, Virginia, docket nunber VGOB-01-
08/ 21- 0906.

MARK SWARTZ: Appearing today are nyself, Mark

Swartz, and Les Arrington on behalf of Pocahontas Gas
Partnership who is the applicant with regard to unit N 36.
Les, do you want to be sworn.

(Wtness is duly sworn.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

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

Q Who do you work for?

A Consol Energy.

Q What do you do for then?

A | work as gas engi neer doing the permtting

and pooling applications.

18
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Q Ckay, did you
of hearing and application and

themto be prepared under your

pool i ng application concerni ng
A | did.
Q And, in fact,

the application, is that true?

ei ther yourself do the notice

rel ated exhibits, or cause
direction with regard to the

N- 367

you signed both the notice and

A Yes, | did.

Q Ckay. The applicant here is who?

A Pocahontas Gas Part nershi p.

Q | s Pocahontas Gas Partnership a Virginia
CGeneral Partnership having two partners that are
Consol i dati on Coal Conpany and Conoco, Inc.?

A Yes, it is.

Q Who is the applicant requesting be appointed

as desi gnat ed operat or

application?

I f the Board approves this

A Pocahont as Gas Part nershi p.

Q | s Pocahont as

Gas Partnership authorized to

do business in the Coomonwealth of Virginia, has it

regi stered with the Depart nent

of M nes, Mnerals and Energy

and does it have a bl anket bond on fil e?

A. Yes, it does.

19
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Q Are the respondents, the people you’re
seeking to pool with regard to this application, listed in

the notice of hearing?

A Yes, they are.

Q And al so on B-3?

A Yes, they are.

Q kay. D d we have addresses for everybody
here?

A Yes, we do.

Q What did you do in terns of notifying people

of this hearing?

A It was mailed by certified mail/return
recei pt requested and it was mailed on July the 20th of 2001,
and it was published in the Bluefield Daily Tel egraph on July
the 28th of 2001.

Q Ckay, when you published in the Bluefield
Tel egraph, what was publ i shed?

A The notice of hearing and associ ated map.

Q Ckay. Have you filed with the Board this
nmor ni ng proof of publication and certification with regard to
mai | i ng?

Yes, | have.

And that certification with regard to

20
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whet her or not they signed for their mail

correct?

with regard

A
$216, 356. 49.

Q

o > O » O » O P

o > O » O » O P

That’s correct.

Is this a Cakwood | unit?
Yes, it is.

It’s a frac unit with one
It’s...yes, one well.

At this point?

At this point.

Okay. And there’s a map,

Yes...yes, it is.

well?

a plat,

mai |l or

Exhibit A

And that shows the |ocation of the well?

Yes, it does.

Is it inside the drilling w ndow?

Yes, it is.

So, you don’t need a location exception?

That’s correct.

Ckay. Have you provided a cost estimate

tothis well?

Yes, we have. The cost estimate is

And is there a permt for this well?

21
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A Yes, it is.

Q The nunber?

A 4795.

Q Was this well drilled?

A Yes, it is.

Q When?

A January the 24th of this year.

Q And what was the depth?

A 2,531. 30 feet.

Q Do you want to add any respondents to the
list today or subtract any fromthe list of fol ks that you
noti ced?

A No, we do not.

Q Ckay. Let's turn to your interest in the
unit and the interest that you’re seeking to pool. [If you

woul d | ook at Exhibit A page 2, would you tell the Board
about the status of coal bed nethane interest in this unit?

A. Yes. W have | eased 99.985% of the coal,

oil and gas, coal bed nethane interest; seeking to pool 0.015%

of the coal, oil and gas, coal bed nethane interest; and
there’s 100% of the coal leased beneath this unit.

Q Now, could you tell the Board what the

typical |ease terns you have offered to the 99% of the fol ks

22
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that you’ve been able to lease in this unit?
A Qur standard |l ease terns are a $1 per acre

per year bonus for a coal bed nethane | ease and a 1/8th

royalty.
Q And what’s the term?
A Fi ve years.
Q Wbul d you recommend those provisions to the

Board as provisions that would be appropriate to include in
the Board’s order With regard to the terns that woul d
af forded people who were deened to have been | eased?

A Yes, we woul d.

Q Ckay. Now, this, as | indicated a nonent
ago, is an Gakwood | unit, correct?
That’s right.
How nmany acres?

80.

o > O »

And what seans are going to be in
producti on?

A Al'l seans frombelow the Tiller to the red
and green shells.

Q Ckay. Is it your opinion that the
devel opnent plan disclosed by the application and the

exhibits and with particular...in particular Exhibit A is a

23
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reasonabl e plan to devel op the nethane res...coal bed net hane
resource within unit N 267

A Yes, it is.

Q And woul d you recomrend that plan to the
Board as a way to protect...a reasonable way to protect the

correlative rights of all owners including the respondents

here?
A Yes, it is.
Q |s escrowrequired in this unit?
A No, it is not.
Q Ckay. So, folks would be able to pay the

royalties directly?

A Correct.

Q The last thing | would like to cover with
you. There’s...on Exhibit B-3, there is a colum net acres
inunit for every person and also an interest in unit for
every person, correct?

A That’s correct.

Q So, if a person wanted to determ ne the
interest that they had in this 80 acre frac unit, they would
take their interest in unit tinmes 12 1/2%royalty interest,
correct?

A. That’s correct.

24
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Q And that would give themtheir royalty or
division interest in the unit?

A That’s correct it would.

Q And if they were interested in determning
what it mght cost to participate as an operator in this
unit, they would take the sane interest in unit tinmes the
estimated costs and that woul d be the anobunt of the check
that they would be required to initially deposit?

A Correct.

Q And that would also be relevant to
their...then to their working interest that they would have
acqui red?

A That’s correct, it would.

Q The sanme percentage would al so be used to
determne carried interest?

A Yes, it woul d.

Q That’s all I have.

DENNI S GARBI S: Any question from any nenber of the

Boar d?

MASON BRENT: One question. What’s the esti mated

producti on?

LESLI E K. ARRI NGTON: 125 to 550 MMCF.

MASON BRENT: 125 to 550.
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DENNI S GARBI S: Any ot her questions?

(No audi bl e response.)

DENNI S GARBI S: Do you have any other w tnesses, M.

Swartz?

MARK SWARTZ: No. I’m done.

DENNI S GARBI S: You’re done?

MARK SWARTZ: Yes.

DENNI S GARBI S: So, you woul d ask---.

MARK SWARTZ: | woul d ask that the Board approve the

application based on the testinony of M. Arrington.

DENNI S GARBI S: Thank you.

KEN M TCHELL: M. Chairman, | would nake a notion

for approval.

DENNI S GARBI S: W have a notion for approval. Do

we have a second?

MASON BRENT: Second.

DENNI S GARBI S: W have a second. Any further

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

DENNI S GARBIS: All those in favor of yes, signify

by saying yes.
(Al nmenbers signify yes.)
DENNI' S GARBI S: All those opposed, by saying no.
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(No audi bl e response.)

DENNI S GARBI S: You have approval. Mr. Swartz, I’'1l1l

go ahead and read the itens 3 through 8---.

MARK SWARTZ: Ckay.

DENNI S GARBI S: —sequentially and then you can go

and explain as you see fit.

MARK SWARTZ: And while you’re doing that I'm going

to get Les started passing out the exhibits---.

DENNI' S GARBI S: That’s fine.

MARK SWARTZ: ---because you’ll have quite a few.

(M. Arrington passes out exhibits.)

DENNI S GARBIS: Item nunber 3 is the Virginia Gas

and Q1 Board will consider a petition from Pocahontas
Partnership for pooling of a coal bed nethane unit under the
M ddl e Ridge | Coal bed Methane Gas Field order, identified as
AV-109, located in the Hurricane/ New Garden District,
Buchanan and Russell Counties, Virginia. This is docket
nunber VGOB- 01- 08/ 21-0907.

I tem nunber 4, which would be in this group, wll
be a petition from Pocahontas Gas Partnership for pooling of
a coal bed nethane unit under the Mddle R dge | Coal bed
Met hane Gas Field order identified as AW108, located in the

New Garden/ Hurricane District, Buchanan and Russell Counti es.
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This is docket nunber VGOB-01-08/21-0908.

Agenda |Item nunber 5, the Board will consider a
petition from Pocahontas Gas Partnership for pooling of a
coal bed net hane unit under the M ddle Ri dge | Coal bed Met hane
Gas Field order identified as AW 109, |ocated in the New
Garden District, Russell County, Virginia. This is docket
nunber VGOB-01- 08/ 21-0909.

Al so included woul d be, agenda item nunber 6, the
Board will consider a petition from Pocahontas Gas
Partnership for pooling of a coal bed nethane unit under the
M ddl e Ridge | Coal bed Methane Gas Field order and identified
as AX-107, located in Russell County, Virginia, docket nunber
VGEOB- 01- 08/ 21- 0910.

Al so included would be, item nunber 7...agenda item
nunber 7, the Board will consider a petition from Pocahont as
Gas Partnership under the appropriate section for pooling of
a coal bed nethane unit under the Mddle R dge | Coal bed
Met hane Gas Field order and identified as AX-108. This is
docket nunmber VGOB-01-08/21-0911.

And the last itemthat we'll consider under this
group will be, the Board will consider a petition from
Pocahontas Gas Partnership under the appropriate section of

pooling of a coal bed nethane unit under the Mddle R dge |
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Coal bed Methane Gas Field order rules and identified as AX-
109. This is docket nunber VGOB-01-08/21-0912.

Al'l those interested in participating in this
matter cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington for the

appl i cant, Pocahontas Gas Part nership.

DENNI S GARBIS: And if we can have these two

gentl enmen here...if you gentlenen woul d be kind enough to
identify yourselves and be sworn in, please.

HENRY BROWN. Henry Brown, the heirs of Jacob

Ful | er.

TIVIS BROMN: I’'m Tivis Brown. I’'m an heir of the

Jacob Fuller tract of | and.

COURT REPORTER Wbul d both of you raise your right

hands? Raise your right hand.
(Wtnesses are duly sworn.)

DENNI' S GARBI S: Thank you. Gkay, do you want to

start, M. Swartz?

MARK SWARTZ: | need to wait for Les---.

DENNI S GARBI S: Okay, that’s fine.

TIVIS BROAWN: M. Swartz-—.

DENNI S GARBI S: Excuse ne, gentlenen, which dockets

are you particularly interested in?
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TIVIS BROMWN:. The Jacob Fuller tract of land. They

furni shed part of ny...part of the heirs with several tracts
and only furnished ne wwth four, and let's see, how many did
they furnish you with?

HENRY BROMN: I’ve got that. 1I’ve got six of

them...seven, I guess. We’re in 10...AX-108, 109, 107,
guess that would... 107, 108, 109.

DENNI S GARBI S: AX-108 and 109. That’s number 7 and

(Ms. Riggs and M. Garbis confer.)
DENNI S GARBI S: Excuse ne, sir, did you say AX-1077?

| heard you say 108 and 109.
HENRY BROMWN: And 107.

DENNI' S GARBI S: And 107, thank you.

TIVIS BROMN: AW 109, AV-109...I'm only furnished

with four. He was furnished with about six or seven.

DENNI S GARBI S: We’1ll call you at the appropriate

tine.

SANDRA RI GGS: You have si x?

(M. Brown reviews his docunents.)

HENRY BROMN: | have six of them

DENNI' S GARBI S: (kay, that’s all of them because
we’re only...at this time, we’re only considering six items.
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So, if you have six, if they’re all included in here,
t hen---.

HENRY BROMN: Ckay, | have AW 109, AV-109, AX-107,

AX-109, AW 108, and---.

TIVIS BROAN: AY-113.

HENRY BROWN: That’s not the right...that’s just the

one that they sent.

DENNI S GARBI S: Between...| believe between the two

of you, you have an interest in all the six items that we’re

going to di scuss now.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR ARRI NGTON:

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

A Yes, sir.

Q Ckay. You need to state your nane again.

A Leslie K Arrington.

Q Who do you work for?

A Consol Engi neer as a gas engi neer.

Q Ckay, did you either prepare or cause to be
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prepared the notices and applications and related exhibits
with regard to these six units that we’re going to be talking
about ?

A Yes, | did.

Q And did you, in fact, sign the notices and
the applications with regard to all of these six units?

A Yes, | did.

Wo is the applicant in each instance?

A Pocahont as Gas Part nershi p.

Q s that a Virginia General Partnership?
A Yes, it is.

Q Are the two partners Consolidation Coal

Conmpany and Conoco, Inc.?

A Yes, it is.

Q In each application, who is it that you are
requesting designated the Board’s operator?

A Pocahont as Gas Part nershi p.

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

A Yes, it is.

Q Does it have a bl anket bond on file and has
it registered with the Departnent of Mnes, Mnerals and

Ener gy?
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A Yes, it has.

Q Are the respondents in each of these units,
meaning the people that you’re seeking to pool, listed in
both the first paragraph of the notice of hearing and again
at Exhibit B-3?

A Yes, they are.

Okay. Now, let's ook at B-3 for a nonent.
Are there people in Exhibit B-3, it |ooks there are, for
whom you di d not have addresses?

A There is.

Q Ckay. So, when it cones...when escrow is an
i ssue, there...because we have sone unl ocat abl e fol ks, escrow
woul d be required, correct?

A That’s correct.

Q And just as an exanple, if you |look at Tract
3, nunber 4...nunber 2Al, you do not have an address for
Virgie Corral ?

A That’s right.

Q Now, with regard to the fol ks that you have
addresses for in each of these units, in each of these six
units, what did you do in terns of notifying people that you
have addresses for?

A W mailed by certified nail/return receipt
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requested and it was on July the 21st, 2001, and it was al so
published in the Bluefield Daily Tel egraph on July the 26th
of 2001.

Q Ckay, was there a mailing for each of these
six units as you’ve just stated and publication for each of
the six units as you’ve just stated?

A Yes, there was.

Q Okay, was the publication for each of these

units on the sane date?

A. No, it wasn’t.
Q Why don’t you run through that for us?
A Ckay, docket nunber 908, publication was on

July the 30th, 909 it was July the 30th, 910 it was July the
30th, 911 was July the 28th, and 912 was July the 28th.

Q Ckay. And have you this norning filed
certificates of publication with regard to each of those six

publications with the Board?

A Yes, we have.
Q And what was published when you publi shed?
A The notice of hearing and associ at ed

| ocati on map.
Q And the publication, obviously, was intended

as a back up for the mailing, but also to give notice to
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peopl e that you did not have addresses?

A That’s correct.

Q Ckay, have you filed this norning your
certificate with regard to mailing?

A Yes, we have.

Q You have one of those certificates in front

of you at the nonment?

A Yes, | did.

Q For which unit?

A AV-109.

Q Ckay. Was Tivis Brown given notice or

mai | ed notice?
A On AV-109, it appears so.
Q Ckay, look at the certification first and

not the green cards. Look...go back to your Ilist.

A Ckay.

Q Ckay. Does it list hinf

A It does list himon July the 23rd.

Q Ckay. And when does it indicate it was

mai l ed to hinP
A On...well, actually the date |listed here
says July the 20th. Qur copying nmachi ne broke down. It was

July the 21st.

35



© 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

Q kay.

A And this was...he picked it up on July the
23rd.

Q Ckay. So, you got a receipt back that he
signed for on July the 23rd?

A W do.

Q Okay. And if went through each one of these

units, there would be a simlar list of who you nuailed to,

right?
That’s correct.
The certificate of mail nunber fromthe post
of fice?
A Uh- huh.
Q And whether or not they signed for it?
A That’s correct.
Q And as we work through these, we’ll look at
each on of then?
A That’s correct.
Q Goi ng back to the...sone general questions
t hat we can ask. Qobvi ously, you have | eased different

percentages in each one of these units and we’ll get to that
in a mnute...

A Ckay.
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..... But in general, with regard to fol ks

t hat you have been able to obtain coal bed nethane | eases

from what have been the terns that you have agreed on?

A

Qur standard terns are a $1 per acre a year

for a coal bed nethane I ease wwth a five year termand a 1/8th

royalty.
Q
A
Q
to sone extent?
A
Q

basi s?

o >» O » O » O > O »F

Ckay. Each of these units is in what field?
The M ddl e Ridge.

And the acreages will vary fromunit to unit

They will. They will.

So, we’ll have to do that on a unit by unit

AV-109 is 51.15 acres.

Ckay. Are the rest of them58.7?

Until we get to there, I just don’t know.
Ckay. So then repeat what AV-109 is?

51. 15.

Ckay. |Is that one of the boundary acres?
Yes, it is.

O boundary units?

Uh- huh.

Ckay. Wth regard to these units, you are
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seeking to produce fromthe Jawbone on down if the Jawbone is
bel ow dr ai nage, correct?

A That’s correct.

Q Okay. And there’s a plat...exhibit A
attached to each one of these units?

A It is.

Q And does that plat show one well in each of

t hese six units?

A It will.

Q kay. So, if you’d look at any one, there
woul d be one well |ocated in each plat?

A That’s correct.

Q And with regard to these six units, is it
true that each of the six wells is within the drilling w ndow

so that we don’t have to be talking about drilling
exceptions?

A Yes, they are.

Q All right. Let's start working through
these one at a tine with regard to the specifics and let's
start with docket nunber 3, AV-109, okay.

A Ckay.

Q Let's |l ook at your standing in terns of what

interest you’ve acquired and what interest you’re seeking to
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pool and the way

page 2.

st andi ng.

A

to do that would be to |l ook at Exhibit A,

Ckay.

Go ahead and tell the Board where you’re

AV-109, we have 100% of the coal bed net hane

interest | eased fromthe coal owner, and 95.204% fromthe oi

and gas owner.
met hane i nterest
Q
correct?
A
Q
i nterest of each
percent age basi s

A
Q

We’re seeking to pool 4.796% of the coalbed

fromthe oil and gas owner

Okay. You’ve got an Exhibit B-3 attached,

Yes, sir.

And you’ve stated in your Exhibit B-3 the
person that you’re seeking pool on a
inthe unit, correct?

W have.

And so with regard to AV-109, for exanple,

if a person wanted to figure out what their potential royalty

interest in this

interest in unit

unit would be, they would take their

times 12 1/ 2% and that would give themtheir

share of the royalty in the unit, correct?

A
Q

Yes, it woul d.

If a person wanted to figure our what it
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woul d cost to becone a partner in the well in AV-109, woul d
it be true that they would take their percentage interest in
unit tines the well cost and that woul d be deposited required
to becone an operator?

A That’s correct, it would.

Q And lastly, would they use the sane

percentage to calculate the carried interest nultiplier?

A They woul d.

Q Have you prepared an Exhibit Cwith regard
to AV-1097?

A Yes, we have. For well AV-109, it's permt
nunber was 4905. It was issued on March...in March...on

March the 13th of this year. It was drilled April the 17th
of this year to a total depth of 2,429.04 feet, with an
estimate cost of $218, 226. 18.

Q Now, | take it that this has not been fraced
and conpl eted as yet?

A I can’t answer that.

Q You have an Exhibit E wth regard to this
unit, correct?

A Yes, we do.

Q And we’ve already talked about the fact that

there are sonme unl ocatable fol ks, correct?
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A That’s correct there are.

Q Are there also conflicting ownership issues?

A Yes, it is.

Q kay. Wth regard to what tract? What
tracts?

A Tract 3.

Q It | ooks like just Tract 3.

A Uh- huh.

Q Now, let's turn to docket item nunber 4,

which is AW 108, okay. Let's start with Exhibit A---.
DENNI S GARBI S: Excuse nme, M. Swartz.

MARK SWARTZ: Yes.

DENNI S GARBI'S: Do either of you two gentl enen have

a specific question regarding this item nunber 3 since---?

TIVIS BROM: I’d like item number 3 explained out

to us, sir.

DENNI S GARBI S: You’d like item number 3 explained?

TIVIS BROMNN: Yes, sir.

DENNI' S GARBI S: Do you have a specific question that

you woul d |i ke an expl anati on of ?

TIVIS BROMN: | may have after the...after it’s

explained out to us. | worked in the coal business over

here, but I'm little bit in the dark on gas and oil. But I

41



© 00 N o o b~ w N P

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

)
1

do understand and | feel that sone irregularities does exi st
inthis to the fact that I was only nmail ed out four

applications here, four tracts, where ny cousins and ot her

heirs got six. I’'m entitled to the same. He says that due
diligence was carried out in each one of these. | would like
to know why I Jjust got four and they got six. I’'m an heir in

all of this the sane as the rest of ny cousins.

DENNIS GARBI S: Did you get AZ-109?

TIVIS BROM: | got AX-107, AW 108, AW 109 and AV-

109, and AX-109 and AY-113 | did not get.

DENNI S GARBI S: AY- 113, that’s not part of this

group that we’re discussing now.

TIVIS BROMWN: Well, you said there was six parts of

it. I don’t know what...I just got four parts of it.

MARK SWARTZ: Well, we’re taking them one at a time

and our records show that he signed for AV-109. We’re going
to do these one at a tine in terns of mailing.

TIVIS BROM: Well, I’'d like to ask the Board to put

it in their records that under mailings, if they’re going to
go this route, | only received four if they mailed them out
one at a tine.

DENNI S GARBIS: M. Swartz, could you double check

to make sure that, in fact, the nmailing was sent?
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BOB WLSON: Mr. Chairman, I’ve reviewed the

Affidavit of Due Diligence here. Each file has a green card
fromthe post office showing that the package was received.
However, as | understand the green card, all of these unit
applications were mailed out in one single package. So, we
can verify that M. Brown signed for a package. But | guess
we have a problemverifying exactly what was in that package.

TIVIS BROM: If they’re going to take this route

and say that I received them all, I’d ask that they be mail ed
out one at a tine because | did not receive but four. M
reputation, I don’t think, is at stake nowhere. I'm a
Christian man. I don’t tell lies. I only received four.

DENNI S GARBI S: Sir, by the fact that you’re

here...I mean, you’ve registered basically a conplaint, if
you will. The Board recognizes that and I’'m sure if there’s
any paperwork that you need to receive fromM. Swartz, they
will...they will ensure that you’ll get it. I mean, if, in
fact, that you are m ssing sone pieces. That wll not
interfere at all with your rights. | nean, your rights
whether are...you have the rights and if you’re a legitimate
| andowner that...that would be...that will be taken care of.

TIVIS BROMN: I’ve got some other questions that I

woul d |i ke to ask.
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DENNI S GARBI S: Well, why don’t we continue forward.

| mean unless it pertains to this specific...let M. Swartz
go through and---.
TIVIS BROMN: Yes, sir.

DENNI S GARBI S: ---and then at the end, if either

one of you have any questions, we’ll give you ample tine to
ask any questions that you m ght have. Yes, sir.

HENRY BROMN: | have one question here. You know,

as far as sending out, Pauline Brown, they have her down here
as Pauline Brown. Her daughter which is MKinley...Hubert
McKi nl ey Brown, his daughter, she has not been included in
none of these. They’ve got a hold of Pauline. So, that’s

Vicky Lynn’s mother. So, they should be able to get a hold

of her.

TIVIS BROAWN: (I naudi bl e).

DENNI S GARBIS: Well, if you have sone additiona
i nformati on, perhaps you can share that with M. Arrington.
I'm sure he’d be very glad to help out and take that
i nformation.

HENRY BROMN: | | ooked on these. | can talk to him
about, you know, who to get in touch with to get a hold of

her and mail her.

DENNI S GARBI S: I’'m sure he’ll appreciate that. Mr.
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Swartz, would you be kind enough to reconvene and conti nue.

MARK SWARTZ: Ri ght.

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, what was your staff expected
to do with regard to mailing here?

A Yes. For what’s one the green card, there
shoul d have been a copy of each one of those applications in
each package, you know, and things can happen. W could have
mss putting a copy of an application in an individua
package.

Q Okay. And it’s also possible that sonebody

who gets sonething fromyou | oses part of it?

A It, you know --.

Q We’re talking possibilities.

A Possibilities are there.

Q What were your instructions to your staff

wth regard to mailing with regard to these six units?

A Everyone gets one.

Q Ckay. And as far as you know, your staff
foll owed your directions?

A And fromthe information supplied to nme from

45



© 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

the staff, it was done.

Q Ckay.
A
Q
A
Q Ckay.

Now, you know, things---.
Thi ngs happen?
Thi ngs happen.

And in any event,

both of the

gentlenmen that are here this norning signed for sone package

that you mailed themwi th regard to these itens?

whi ch is 0908,

A. That’s correct.

Q Wth regard to docket

the size of this unit

Item 108, AW 108,
Is 58.77?

TIVIS BROMWN: Which 108 are you tal king about? AW

108 or AX-108?

MARK SWARTZ: AW 108.

Q What’s the size of this unit?

A 58. 7.

Q Ckay. Let's go to Exhibit A page 2, and

let us know what interest you’ve acquired and what interest

you’ re seeking to pool?

owners,

and gas owners,

pool

A. Yes.

14. 783% of t he oi

coal bed nmet hane i nterest.

We’ve acquired 100% of the coa

coalbed methane interest.

and gas interest.

46
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Q Ckay. And with regard to this unit, you
have sone address...sone fol ks for which...for whomyou do
not have addresses, correct?

A That’s correct.

Q You have listed an interest in unit for each
person you’re seeking to pool?

A We have.

Q And have you provided an Exhibit Cwth
regard to well costs?

A Yes, we have. It was for well nunber AW
108, permt nunber 4938, issued on April the 19th of 2001,
drilled on May the 22nd, 2001, total depth 2,424.90 feet, at
an estinmated cost of $204,673. 33.

Q Ckay. Does this unit require escrow by
reason of conflicting clains as well?

A Yes, it does.

Q Ckay. And the tracts that woul d...accounts
shoul d be set up for are 1B only?

A Yes.

Q Ckay. And the escrow again is for two
reasons: Sone fol ks have not been |ocated and there is a
coal, oil and gas conflict here?

A. That...it is.
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Q kay. Wth regard to unit AW109, is this a
58.7 acre unit?

A Yes, 58.7.

Q Okay. And your...the interest you’ve
acquired and are seeking to pool in this unit are shown on
Exhibit A page 2 as what?

A We have leased 100% of the coal owner’s
coal bed nethane interest. We’re seeking to pool...we have
leased 79.045% of the o0il and gas interest; and we’re seeking
to pool 20.955% of the coal bed nethane interest fromthe oi
and gas owner.

Q Okay. Again, we’ve got an Exhibit B- 3,
whi ch shows sone fol ks as unl ocatable, but sets forth a
percentage for everyone in the interest in unit colum?

A Yes, it does.

Q Did you provide a well cost estimate with
regard to AW 109?

A Yes. Its permt nunber is 4939. It was
i ssued on April the 19th of 2001, drilled on June the 10th of

2001 to a depth of 2,653.80 feet, estinmated cost is

$212, 510. 90.
Q And, again, we’ve got an Exhibit E with
regard to escrow and in this unit we’re also talking about
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Tract 1B, correct?
A That’s right.
Q For conflicting clains and by reason of sone
fol ks bei ng unl ocat abl e?
A That’s correct.
Q Here in addition to 1B we have an escrow

requi renment for Tract 2, which is sinply a conflict issue?

A Uh- huh.

Q And Tract 3, which is also a conflict issue?
A That’s correct.

Q Wth regard to unit AX-107, is this a 58.7

acre unit?

A It should be. Yes.

Q And it’s shown on the plat, correct?

A Yes, that’s correct.

Q Turning to Exhibit A page 2, what are you
seeking to pool...what have you acquired and what are you
seeking to pool in this unit?

A Ckay, on AX-107, we have | eased 100% of the
coal owner’s coalbed methane interest. We have leased
98. 82289% of the oil and gas, coal bed nethane interest and
we’ re seeking to pool 1.17711% of the coalbed methane

interest fromthe oil and gas owner.
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Q You’ve got an Exhibit B-3 here, correct?

A Yes.

Q And on that exhibit you’ve listed all the
folks you’re seeking to pool and a percentage of their
interest in unit appears for everybody, right?

A It does.

Q And it also discloses that there are sone
fol ks that you do not have addresses for?

A That’s correct. It does.

Q And so that would be a reason for escrow in

Tract 1A, correct?

A Ri ght .

TIVIS BROMN: When was this AX-107 drill ed?

MARK SWARTZ: If you’ll give me a minute, I’11 tell
you.

TIVIS BROM: I'm sorry, sir.

Q Ckay. And so we are...in terns of
unl ocat abl es, we have sone in 1A on Exhibit B, we have sone

on Tract 1B as well?

A Yes.

Q Ckay. Have you done a well cost estinate
wth regard to this well?

A Yes, we have. For AX-107, it's permt
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nunber is 4976. It was issued on May the 30th of 2001. It
was drilled on June the 21st of 2001 to a depth of 2,384.10
feet at a cost of $205,523, 49.

Q G ve ne the depth again.
A 2,384.10 feet.
Q Ckay. Have you got---?

SANDRA RIGGS: I'm sorry. I mssed that depth.

It’s different than what’s shown on the AFE.

MARK SWARTZ: Right. It was estimated. This is the

actual depth.

LESLI E K. ARRI NGTON: That’s the actual depth.

SANDRA RI GGS: 2---.

MARK SWARTZ: It’s 2,384.1.

SANDRA RI GGS: Thank you.

Q You’ve got an Exhibit E here?
A Yes, we do.
Q And in addition to the issue we raised wth

regard to escrow for folks that could not be located, we’ve
al so got a conflict escrow required---7?

That’s correct.

---with regard to Tract 1A, correct?

Ri ght .

o > O »

We’ve got a conflict in 1B?
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Yes.
We’ve have conflicts in 2B and 4A, is that
correct?
A That’s correct.
Q Wth regard to AX-108, this is also a 58.7

acre Mddle Ridge unit, correct?

A It should be, yes.

Q kay. The plat so indicates, does it not?
A Yes, it does.

Q Okay. What is the interest that you’ve

acquired in this unit and the interest that you’re seeking to
pool ?

A Ckay, AX-109, we have 100% of the coa
owners coal bed nethane interest | eased. W have 60.81497% of
the oil and gas, coalbed methane interest leased. We're
seeking to pool 39.18503% of the coal bed net hane i nterest
fromthe oil and gas owners.

Q You’ve got an Exhibit B-3 with regard to
unit AX-108, correct?

A Yes, | do.

Q And on that, have you listed all of the
fol ks you’re seeking to pool?

A. Yes, we did.
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Q And have you listed a percentage interest in
unit for each of thenf

A Yes, we have.

Q And does Exhibit B-3 show that sone of the
folks you’re seeking to pool, their addresses are unknown?

A Yes, it is.

Q Ckay. So, fromthe standpoint of escrow for
fol ks that have unknown addresses or are unlocatable, we

woul d be woul d be tal king about Tract 1B, correct?

A Yes.

Q 1F, right?

A Yes.

Q Have you prepared a cost estimate with

regard to---?

CLYDE KING Are you at AX-108?

MARK SWARTZ: Uh- huh.

LESLI E K. ARRI NGTON: Yes, sir.

MARK SWARTZ: Yes.

Q Wth regard to the well in AX-108?

A Yes, it's permt nunber 4961. It was issued
on May the 9th of 2001. It was drilled on May the 29th of
2001 to a total depth of 2,472.60 feet, at an estimte cost

of $205, 599. 91.
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Q

You’ve also got an Exhibit E dealing with

escrow, correct?

Yes, we do.

And you have a conflict requiring escrow in

Yes.

There’s also a conflict in Tract 1F,

Yes.
And there are also conflicts in ownership

oil and gas in Tracts 1D and 2B, is that

That’s correct.

Turning to---.

SANDRA RIGGS: 1B or D?

MARK SWARTZ: 1B

LESLI E K. ARRI NGTON: B

MARK SWARTZ: I’'m sorry, 1D as in David and 2B as in

Turning to AX-109, which is the last unit in

Ckay.

A

Q
Tract 1B?

A
correct?

A

Q
bet ween coal,
correct?

A

Q
boy.

Q
this collection.

A

Q

s this also a 58.7 acre Mddle R dge unit?
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A Yes, it is.

Q Let's turn to Exhibit A page 2 with regard
to the interest you’ve acquired and the interest you'’re
seeking to pool.

A AX- 109, we have 100% of the coal owner’s
coal bed nethane interest. W have 92.11% of the oil and gas
interest. We’re seeking to pool 7.89% of the oil and gas
i nterest.

Q There’s an Exhibit B-3 with regard to this
unit, correct?

A Yes...yes, it is.

Q Okay. And in that, you’ve listed each of
t he respondents, correct?

A Yes, we have.

Q And you’ve shown a percentage representing
their interest in the unit for each person you’re seeking to
pool ?

A Yes, we have.

Q | note in Tract B, there is at |east one
address unknown. Do you see that?

A Yes.

Q For Tract 1B then, would it be true that

there needs to be an escrow for fol ks that are unl ocat abl e at
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this point?

A Yes, it is.

Q Have you done a well estimate with regard to
the well in AX-109?

A Yes, we have. 1It’s permit was 4937, issued
on April the 19th, 2001, drilled on June the 3rd of 2001 to a
depth of 2,470.10 feet, at a cost of $205,572.43.

Q And then you’ve got an Exhibit E as well
here---?

A Yes, we do.

Q ---with regard to AX-109, which appears to

requi re escrow for the additional reason of a conflict
bet ween coal, oil and gas ownership for Tract 1A, as in
Appl e, 1B as in boy, 2A as in apple, 2B, as in boy, and
Tract 3, is that correct?

A That’s correct.

Q Wth regard to these six units, is it your
opi nion that the devel opnent plan to devel op the coal bed
nmet hane in these Mddle R dge units as shown in the
applications and as shown on the plat, and as di scussed with
regard to the wells, is a reasonable plan to devel op coal bed
met hane from under these units?

A. Yes, it is.
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Q And is the...are these applications, in your
opinion, a means to protect the interest of all person’s
having correlative rights wthin these six units?

A Yes, it is.

Q And does this...do these applications under
West Virginia |law all ow devel opnent to proceed to produce gas
attributable to the | eases, the vast majority of the | eases

that you’ve obtained in these six units?

A It will protect themin Virginia, yes,
Q Did | say West Virginia?
A You di d.

DENNI S GARBI S: Yes, you did.

MARK SWARTZ: | have boundary issue sonetines.

Q And lastly, would you recommend these...that
these units be pooled as a reasonabl e neans of producing the
gas and protecting the interest of all concerned?

A Yes, it wll.

Q Okay. That’s all | have of this w tness and

I’m done.

DENNI S GARBIS: M. Brown, did you get that answer

that you were | ooking for as far as the depth of the well.
Did you hear the answer to that?

TI' VI S BROMN: No, I’m hard of hearing.
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DENNIS GARBIS: | am too. It was approximately

2,400 feet.

TIVIS BROM: Okay. I have some questions I’'d like

to ask.

DENNI S GARBI S: Certainly. Go ahead and ask

TIVIS BROMNN: A lot of these wells, part of theml

don’t have, but part of them was drilled in May and April.
None of themwas drilled on this property, right?

LESLI E K. ARRI NGTON: To ny know edge, they were

not .
TIVIS BROMWN: You platted themfor a certain---.
LESLI E K. ARRI NGTON: Yeah.
TIVIS BROMWN:. ---for a certain plat back in May and
April.

LESLI E K. ARRI NGION: That’s correct.

TIVIS BROMW:. How did you guys justify comng in

| ater and never having asked us for a coal and gas net hane
| ease or anything and trying to pool this? | want an answer
to that.

MARK SWARTZ: W were...excuse ne. Are you done?

TIVIS BROM: We’ve never been asked for a coal

met hane gas | ease on this property.

MARK SWARTZ: Well, sir, | was here once before with
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you where you testified that you told representatives of ny
client that you would not |ease to them under any

ci rcunst ances when they approached you for a | ease and then
complained that they hadn’t come back to you. Do you
remenber that?

TIVIS BROMWN: Sir, since you brought that up, that

was on the tract that we own solely. W own all mnera
rights and everything, which this Board seen fit to let you
go ahead and get our nethane gas fromthe conpany wells that

was plated and permitted on our property.

MARK SWARTZ: So, are you telling the Board
t oday---7?
TIVIS BROMW: This here is a different situation.
MARK SWARTZ: Ckay, are you telling the Board today
that you’re willing to lease your interest in these units?

TIVIS BROM: I say we’ve never been asked and I

want to know why.

MARK SWARTZ: Well, are you taking back what you

said to ny representatives last tine, which was "under no
ci rcunst ances woul d you | ease to them'?

TIVIS BROMN: That’s a different...that’s a

different...we own all this other property, not this. W

don’t own the coal under this. That’s a different situation.
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DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, do you know whet her. .. what
woul d your procedure in your office be with regard to these
six units with regard to | easing unleased interest.

A Qur general procedure is that each
i ndi vidual tract that we cone upon such as the Jacob Fuller,
the owners in that tract are offered a | ease for that tract.

Not per unit, but for that tract.

Q Ckay, woul d---7?

A And it’s general...it’s a standard mail out.
W find...we get addresses and we mail | eases by certified
mai |

Q Wuld it be your expectation, based on your

standard procedure and based upon the fact that you have
addresses for this gentleman...an address for this gentl eman,
that he woul d have been mailed a | ease at sone point as a
Jacob Fuller heir?

A | woul d have expected it, yes.

MARK SWARTZ: That’s all I have.

TIVIS BROMW: Cousin Earl, do you renenber having

been mailed a gas | ease on the Jacob Fuller tract of |and on
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this particular part we’re talking about today?

HENRY BROMWN: No, | have not.

DENNI S GARBI S: |s your contention that you never

recei ved any correspondence from--7?

TIVIS BROM: To the best of my knowledge. I’ve

received a lot of papers. I wouldn’t want to tell nothing
that’s untrue, but to the best of my knowledge, we never
recei ved any papers asking for a lease on this tract of |and.

DENNI S GARBI S: But perhaps you did receive

something? Maybe you did and maybe you didn’t?

TIVIS BROM: It’s possible we could have received

them in some other papers, but we weren’t aware that we were
heirs in this for a long time. If we’ve ever received any
papers for a lease on this, I don’t remember it.

DENNI' S GARBI S: Wul d you be willing to sit down

with M. Arrington and di scuss perhaps sone i deas on how you
two could get together? 1Is there any reason why you wouldn’t
want to sit down with thenf

TIVIS BROAN: No...no reason what soever.

Furthernore, in the order and findings and what they asked
for it tells...it said you could cone before this Board on
the 21st. They write up and send to me what they’re going to

get fromthe Board to start with. It looks to ne |ike that I
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don’t have no business over here.

DENNI S GARBI S: Well, you have a right to negotiate

up to thirty days after the Board makes a decision. So, you
can negotiate with them--.

TIVIS BROMN: I'm not...the other part that I want

to bring up is the part that conmes in too, they nention their
cost of the well. Well, they went ahead and drilled these
wel I's and now they conme up and if | read and determ ne what
they’ve got wrote up here and the law...they quote the law
here that we’d have to be responsible for part of the costs
and the drilling of the wells and nmaking it marketable, which
they went ahead and drilled their own wells. I don’t know
whet her they had this in mnd...this property in mnd when
they drilled the well or not. But now here three or four
months |l ater, after they get their wells drilled, they want
to pool our methane gas through their well that they’ve

already drilled and want us to share a part of the cost for

the drilling and narketable price of the gas. | object to
t hat .

SANDRA RI GGS: The wells were drilled pursuant to a
permt that was issued by the Division of Gas and G |.

Before they can produce gas out of that well, they have to
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control the gas within...the coal bed nethane, which is the
coal and the gas within the drilling unit that this Board has
al ready established. This Board said that well will drill
this 80 acres. You’ve got to go out and get voluntary
agreenents wth everybody within this 80 acres. If you
can’t, then you’ve got to come back to us for a pooling,
okay? And that was established by the Mddle R dge Field

Rul es where this Board established what the...what the
drilling units were going to look like. They don’t control
which tracts fall within that drilling unit. They only
control where the well gets set. Then they have to go out and
find out who...who has interest within that drilling unit and
if they don’t control all of that interest, they have to come
to this Board to nake sure that everybody in that drilling
unit has an opportunity to share in the well. Now, you get
options through the Board order and you’ve received these
orders in the past in other drilling units where you can
choose to participate, you can be carried, or if you do
not hi ng, you | ease or you can elect to | ease. You have
different options. The only tinme the cost which they
incurred in drilling the well becones a factor is if you
choose to participate by buying a working interest in that

well, by becoming their partner. I don’t know if that’s
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something you’re considering or not. But the testinony has
said you woul d take your percentage interest in the drilling
unit and you would nultiply that tinmes the cost of the well

if you want to becone a working interest partner and that
woul d be the deposit. If you want to | ease, you don’t put up
any noney. The only tine you...the only tine the cost of the
wel | becones relevant to you is if you choose to participate

or be carried. |Is that...do you understand the options and
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what that number is for? That’s an estimated cost and if
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anybody participates in that well, the operator is required
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by the Board order to actually substantiate the actual cost
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of drilling the well and change that froman estimate to an
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actual cost.
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TIVIS BROM: Well, what about if you don’t decide

[
(631

to becone a participating nenber?

16 SANDRA RI GGS: Wl | ---.

17 TIVIS BROAWN: Do you still pay?

18 SANDRA RI GGS: No, you do not.

19 TIVIS BROAWN:. Well, | choose not to nyself.

20 HENRY BROWN. | have a question on that---.

21 SANDRA RI GGS: You get a royalty which is a 1/8th
22 royalty and if you’re a leased party, you receive a royalty.

23 You’re not a partner. You don’t have a working interest.
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You have a royalty interest and you put up no noney.

TIVIS BROMN: We’re not a leased party.

SANDRA RI GGS: Wl | ---.

TIVIS BROAWN. W may get escrowed, but we’re not a

| eased party.

SANDRA RIGGS: Well, you will be a | eased party

under the pooling order if the Board approves this pooling
order.

HENRY BROMN. | have one question on that right

there, you know. |f each individual here had, say, that they
want to becone a partnership---7?

SANDRA RI GGS: Right. They want to either---.

HENRY BROWN. ---and that they do not, would it be

feasible for themto send out blank forns to each individua
to signit with their signature whether they do want to
becone a participant or they do not?

SANDRA RI GGS: When the Board sends out its order,

there’s a paragraph in there that says as a party to these
proceedi ngs you have the followi ng rights: To participate,
and if you choose to participate, this is what you’ve got to
do. To be carried, if you want to be carried, this is what
you’ve got to do. If you want to be leased, this is what

you’ve got to do. If you do nothing, you’ll be deemed to be
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leased. You’ve got a period of time established by the Board
order within which to |l et the operator know which of those
options you wish to elect. If you choose to participate,
then you’ve got a fixed period of time within which to

cal cul ate the cost of participation and send them a check.
And all of that is spelled out in the Board order. So, when
you get the Board order, you read through the election
options, make your choice as to which one you wish to el ect
and depending on whether you elect to participate, you’ve got
to send money. If you elect to be carried, you don’t put up
money. If you elect to be leased, you don’t put up money.
Does that make sense?

HENRY BROWN: Yes, it does. That nmkes sense.

SANDRA RI GGS: Ckay.

HENRY BROWN: That’s clear, you know. But we will

recei ve a docunment on that?

SANDRA RIGGS: You will receive an order fromthe

Board and in there, there is a whole section of that order
that spells out each of these options and what you have to do
and the tinme within that you have to do it in order to nake
your choice as to which way you want to go. Now, once you

| et them know, they have to file notice with the Board as to

whi ch of these parties have elected to participate, which
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have elected to be carried, which have elected to | ease, and
whi ch have done nothing, and therefore, under the | aw are
deened to have | eased their interest.

HENRY BROMN: Ckay, and then on the docunent, let's

say I’ve got six documents, if I want to participate in three
of them, I can and three I don’t have to, you know, to be
| eased?

SANDRA RI GGS: Exactly. It’s unit by unit.

HENRY BROMWN: OF certain wells of certain sections

of land I want to participate in that, that’s my...you know,
my option to do whichever | elect?

SANDRA RI GGS: Exactly. And you take your percent

of interest for that unit as spelled out on the Exhibit B,
interest in the unit, there’s a percentage there, and you
multiple that tines the cost of the well, which is why
they’ve got to come up with the cost, and that would be your
share of that participation. That would be the anount of the
check.

HENRY BROMWN: And then if | decided to do it, |

woul d have to pay ny part then, right?

SANDRA RIGGS: Wthin the tinme set forth in the

Board order. I think it’s forty-five days---.

MARK SWARTZ: 1t’s forty-five days.
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HENRY BROMN: Forty-five.

SANDRA RIGGS: ---you have to do that. And if you

had questions in terns of calculating that, you could get
with the operator and they could help you figure out
exact...that your calculation is correct.

MARK SWARTZ: Wat Sandra has being telling you

about is attached to each one of these things. There is

a---.

HENRY BROMWN. Wel |, you know, everything you had a
mnute ago is not in mne. | bet you we can | ook on there |
won’t have...everything is not here.

MARK SWARTZ: I don’t agree with that. But I'm

prepared to conpare. They mail nme the sane tine they mail to

you.
HENRY BROMN: Well, | know. Just | like | said,
it’s supposed to be there. But it isn't there?
MARK SWARTZ: What | was suggesting to you, Sir---.
SANDRA RI GGS: It’s two separate documents. One’s
the notice and the other is the application.

MARK SWARTZ: What’s she's just explaining to you on

election options, there’s this form attached to everyone of
the ones you’ve got, that has...this is to participate and

that tells you howto do that. This is to be |leased and this
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is to be carried. So, the three options that she has been
tal king to you about are spelled out---.

HENRY BROMN:. On this here, okay.

MARK SWARTZ: ---1n here. Now, the Board’s order

is never exactly like what we propose. But it’s real close,
okay. So, what she has just said to you is in witing here
if you want to study it.

TIVIS BROM: I’ve got another question for the

Board. Who oversees this escrow money and sees that it’s put
in the account regularly and on tine?

SANDRA RI GGS: The escrow agent is selected by the

Board and that’s First Union Bank, and they file periodic
reports with the Division of Gas and G| that are on file in
t he Abi ngdon office and Bob can probably explain what the
reporting process is better ne.

BOB WLSON: We...first of all we...by contract, we

solicit an agent to handle the escrow noney. W solicit
contract proposals fromfinancial institutions that are
capabl e of handling these anounts of noney and the last tine
we issued a call for contracts, First Union National Bank got
t hat contract and they are the agent that’s charged with
handling all of this noney and accounting for it to us. They

report to us on a nonthly basis just after the first of every
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month. They tally up all of the deposits they’ve received
the nonth before, all the interest they have applied to the
account and we get a docket by docket accounting of every
account that’s in that escrow account on a monthly basis. We
get a twice yearly report on any payouts that have been nade
fromthat. The only way payouts can be nmade is through
either a Court order that settles the disputed claimor an
agreement between the disputing parties. We can’t go in and
get that noney out without a Board order. The Bank wi || not
rel ease any of that noney to anybody w thout a Board order.
That’s how it’s managed independently. We...we administer
the account, but the bank nanages it.

DENNI' S GARBI S: Do you have any additiona

questions? Does that answer all your questions?

HENRY BROMN. On the nonthly basis, how would we go

about getting a copy of how much noney has been appropriated
to that account?

BOB WLSON: What you can do at any tine is call the

Division of Gas & Q| and give us the docket nunbers that
you’ re interested in and we can give you the amount for the
precedi ng nonth that we have reporting for. Now, that anount
w Il probably be the anmount for that unit, not the anount

that’s attributed to your interest or to your tract. We’ll
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give you the total amount that’s in escrow for that
particular unit and then you can go back in using this data
and cal cul ate how much of that would be attributable to your
account if it were settled. But the anbunt that is in each

i ndi vidual ...under each individual docket nunber, we can give
to you at any tinme; and as | said, it would speed the process
up if when you call you could give us these docket nunbers
and we can go into the conputer system and read the nunbers
off to you.

HENRY BROWN. Ckay, one ot her question, you

said...say, if I had $5 or $15 or what’s in there, say, at
the end of the year on those docunents, if | requested to
draw that out, | would have to go through the Board here to
get it, right.

BOB WLSON: Right. What you would have to do is

ei ther have a Court order which satisfies the conflict of
interest which is why it’s being escrowed in the first place,
because the coal and the coal bed net hane consti...and the oi
and gas ownership constitute a conflict of interest in there.

That’s why it’s going into the escrow account. So, what you
woul d have to do would be to petition the Board either with a
Court order which has settled that disputed claimor a

settlenent that you have arrived at with the other
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conflicting parties. You bring that before the Board and

both parties attest to the fact that they have cone to an

agreenent to split that interest. Then and only then can you

get that noney out if the Board approves that split.

HENRY BROMN: Ckay, now the conflict of interest,

what are you saying, that | own the gas or do you own it?

SANDRA RIGGS: Well, in Virginia, under the | aw--.

HENRY BROAN: W own it.

SANDRA RI GGS: ---there has not been a resol ution

yet as to who owns coal bed nethane gas. The conflict is

bet ween the coal owner and the gas and oil owner as to who

owns the coalbed methane. So, since there isn’t a decision,

the way the statute is set up until that is resolved the
money will be held in escrow and whoever prevails wll be
entitled to that noney.

HENRY BROMAN: Mbney.

SANDRA RI GGS: And it’s because the gas has been

severed away from the coal and it’s in two separate
ownerships and there’s no resolution as to which owns it.
What has been happeni ng before the Board for nost of the

distributions is the coal owner gets with the gas and oi

owner and they say we don’t want to go to Court and litigate

this. We’ll enter into an agreement and we’ll split 50/50,
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60/ 40, whatever their negotiation is and then they cone back
to the Board and they’ve said we’ve settled this. We want
out noney out. The gas owner is going to take 50%of it.
The coal owner is going to take 50% of it. Based on that, by
the statute, the Board is authorized to make a di sbursenent.
Only two ways can the Board neke a di sbursenent, either the
Court settles the issue as to who owns the coal bed net hane,
coal or gas and oil, or the two parties sit down and settle
it between thenselves. |If the Board is presented with either
of those scenarios, then it’s authorized to disburse the
nmoney attributable to that conflicting claim

BOB WLSON: | think you nentioned earlier, one of

you, that you had a tract in which owned the coal and gas and

oil. 1If that’s the case, that will not go into escrow.

TIVIS BROAN: That was ne.

BOB WLSON: There should not be any conflict on

that. That should be paid directly to you. So, there will be
no application process for that.

SANDRA RI GGS: It’s only where the coal is owned

separately by different people than the gas and oil that you
end up or where there’s a claimant that we don’t know their
address or their identity is unknown. Now, that goes into

escrow until such tine as they can be | ocated.
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TIVIS BROAWN:. Wl |, where that pooling, where you

own your mneral rights and all, how is that supposed to be
reported to the Gas and O | Board?

SANDRA RIGGS: Well, it depends on what m nerals you

own.

TIVIS BROAN: W own all of it.

SANDRA RI GGS: Are you saying you own the coal and

you own the gas and oil ?

TIVIS BROM: Yes, ma’am.

SANDRA RIGGS: Well, they...the unit operator, the

applicant, before they cone here they research title and
that’s how...on the exhibits here, there’s a list of coal
owners and then there’s a list of gas and oil owners on a
tract by tract basis. Wen you | ook at your tract and you
look under who owns the gas, if they’re one and the same,
then there’s no escrow because there is no conflict. If
one...if however, based on their title search, the coal is
owned differently than the gas and oil, then that’s what
creates the conflict and that’s what requires the escrow.

MARK SWARTZ: |f you own the coal and oil and gas,

you get a check every month that says what it’s for. [If you
don’t, if you only own half of one part of that, it goes to

the escrow agent, the check does, with the detail in terns of
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what it was for.

TIVIS BROMWN: They just escrowed ours a

couple...pooled it rather than escrow because we owned the
gas, 0il and everything. So, far we’ve not got no check.

I'd like to ask a question of how they determine where these
wells are pre-drilled and then they decide to get gas off of
somebody else’s place, how did they determine what percentage
they’re getting off of them

SANDRA RI GGS: The Board has al ready established the

drilling unit. So, when the plat is prepared, it’s the
percentage that’s your tract...percentage of acres that’s
your tract represents against the whole. So, if it’s an 80
acre tract and you own one acre, it’s 1/80th. You own 1/80th
of that drilling unit. So, you take the nunber of
acres...mneral acres that you have within the tract and
that’s how they compute that.

TIVIS BROMWN:. Well, the question I was asking,

t hough, see, these wells have done been in operation for over
a year where they was going to draw the gas off of our place,
when...how did...how would you determine how much gas they’ve
got off our place before they asked to pool it.

SANDRA RI GGS: Well, the testinony was that they

just drilled these wells and they haven’t gone into
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production yet.

TIVIS BROMN: No, they...we’re talking about...we

was tal ki ng about them pl aces where we own the gas, oil and
everyt hing and about two nonths ago, they decided they wanted
the Board to give themthe right to pool our gas off our

pl ace where we own all the mneral rights and everyt hing.

BOB WLSON: There is a lag tinme between the

production and the tinme the checks conme out because there are
i ndependent neter readings involved and this sort of thing to
determ ne the anount gas that has been produced. At any tine
you’ re interested in how much gas has been produced from a
particular well, again, you can contact the Division of Gas
and O 1 because we get records of that del ayed the sane way
that you get paid. We don’t get them immediately because
there’s a process involved. But we can...we can furnish you
with informati on on how nuch gas has been produced from an

i ndividual well at nost any tinme and, as a nmatter of a fact,
on---.

TIVIS BROMN: | have them records. I’ve done picked

t hem up.

BOB WLSON: Yes. Yes. That’s the sort of thing

that we have gotten for you before, that we can get it nost

any tine. W can also provide you with a lot of the
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information you need relative to specific units and the
percentages and how they’re figured, we can do that research
in the Division of Gas and O | and provide you with that
information on a specific basis and | et you know when a wel |
started producing and that sort of thing. We don’t have all
that information with us, obviously, here because it’s in a
data bank. But we’ll be glad to provide you with that
information at any tinme you need it fromthe D vision of Gas
and Q1.

TIVIS BROWN: Yeah, I’ve been over there two times

and they’ve done provided me with infornmation.

DENNI' S GARBI S: Are there any questions? Any

addi tional questions, gentlenen?

TIVIS BROM: No, I don’t believe on my part that I

have any nore.

DENNI' S GARBI S: Are you satisfied? Have you had

your day in court?

TIVIS BROMWN: Yeah, | was concerned about the...you

know, the costs and personal things, if you was not a
participating nmenber and the Board clarified that for ne.

DENNI S GARBIS: M. Swartz, do you have a petition?

MARK SWARTZ: | just have one question of M.

Arrington.
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LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR SWARTZ:

Q In the proceedi ngs that have just occurred,
did you have a chance to go through your files to see if you
could locate any information with regard to |leasing efforts

concerning these six units?

A Yes, | have.

Q Ckay. And did you find two nenos?

A Yes, | have.

Q And coul d you sumrari ze what they say for

the Board and we’ll provide you with copies of both of the
menos? But the first meno is to whom from whonf

A The nmeno was from Scott Hodges to nyself and
that’s how I'm always provided, these individuals were
offered leases because our list, it’s hard to communicate it
verbally any nore, the lists are so |ong.

Q What’s the date of this memo?

A The date of this neno was August the 2nd and
the additional nmenob was al so August the 2nd.

Q Now, do you...who is Scott Hodges?

A Scott Hodges is the person in our office

that is charge of making sure that the individual |andman
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take care of the | easing procedures, right of way,
acquisitions. Anything that requires acquisitions.

Q Because of questions with regard to | easing
and di scussions, do you...have you inplenented, | nean, quite
sone tinme ago, a procedure between the land folks |ike Scott
Hodges and yourself, and if you have, could you tell the
Board what you require of them before you cone over here?

A Yes. Several times, as you know, we’ve come
over and we’ve ran into these situations. I said, hey, guys
| have to have sonething in ny files that tells ne these
peopl e were contacted or this was done. So, they...when |
filed the application, if there is unleased parties, | give
thema copy of that, which is basically thirty days before
the hearing. Then they give ne a neno back sayi ng okay, here
is the individuals and this is what we offered themor this
is the standard | ease that we offered them | have here the
copies from Scott and...well, and Jerry Boot he who al so works
for Scott, the information that | used to prepare not only ny
application but to follow up if there’s any changes. And
generally, when there’s changes, we give you a revised
exhibit where they’ve actually leased some of the unleased
owners.

Q | want you to just read part of the August
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second nmeno from Scott to you into the record. |If you would

read the second sentence.

A Yes. It says, "Each of the heirs were
of fered our standard oil, gas and coal seam gas Lease by mail
out."

Q Ckay. The other nenpo fromJerry Boothe to
Scott, you’ve got a copy of it, it starts with the
sentence...what does it say?

A It says, "The follow ng individuals were
contacted and offered a oil, gas and coal bed net hane | ease. "

Q Okay. And then would you check for Tivis’s
name on there?

A Yes, it was. Tivis’s name was on here.
Now, one...one thing as |I flip through this list here, and
Tivis may be able to recall this, we offered a | ease under
Ellen Brown heirs, I believe also, and I don’t, Tivis, maybe

that’s how they contacted you, was part of the Ellen Brown

heirs.
TIVIS BROAWN: Well, we sold...we sold out that part.
LESLI E K. ARRI NGTON: Ckay.
TIVIS BROM: Like | said, it could have been in
that, but as far as them--.

LESLIE K. ARRINGTON: And it may have been in that
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group.
TIVIS BROMWN: Beside...as far as themoffering to

| ease off of us in a separate |l ease for this here...where
they’re wanting to escrow today, we never received one.

Q Fromthe information, fromthe neno that
you’ve got from Mr. Boothe, how many of the Jacob Fuller

heirs were your |and people able to | ease?

A To date, they’ve leased twenty-four.
Q Okay. So, they’ve nade sonme progress?
A Yes, they have.

MARK SWARTZ: That’s all I would add in that regard.

CLYDE KING M. Chairman, | have a question.

DENNI S GARBI S: Sur e.

CLYDE KI NG: We’ve heard Les state that you mail out

these things and maybe they say they didn’t get them but you

mai l ed a group in one envelope. |Is there any paper trail to
i ndi cate exactly who was sent in what envel ope and when---?

LESLIE K. ARRI NGTON: Well, again, as | stated there
a while ago, sone of those packages | believe he said he

had- - -.

TIVIS BROMW: That right there is...right there is

the one | got.

LESLI E K. ARRI NGTON: | believe there should have
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been six in each one, you know.

TIVIS BROMN: They got a brown one.

LESLI E K. ARRI NGTON: As they went through and put

t hem t oget her, you know, we all could---.

CLYDE KI NG: Wouldn’t that be a good idea to know

t hat ?

LESLI E K. ARRI NGTON: W could have m ssed t hose,

you know, as you picked them up.

TIVIS BROMN: |If the Board would care to | ook, what

she got back there wouldn’t go in this pack that I’ve got

here, I don’t believe. I---.
CLYDE KING It just seens to ne, Les, that it would
be sinpler and quit sone of the problens that are involved if

you had...it would take a little nore postage to send it---.
LESLIE K ARRINGTON: A little nore postage because
each package, whether it’s one or six, I mean, granted...but

each package is nmore than $6 now. So, you know- --.

CLYDE KING Wll, | nean, is there sone paper trail

to say what was in that envel ope?

LESLI E K. ARRI NGTON: Wel |, again, you know, you

have the copies laying there and you go through, you’re
pi cking themup and putting themin that package. You know,

there’s always that chance of human error of missing that.
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And I'm not going to say that we didn’t.

TIVIS BROMN: | withdraw anything that I m ght have

said because | realize, |like he said, there could be hunan
error. But | did not get but four.

DENNI S GARBI S: Yes, go ahead.

KEN M TCHELL: M. Chairman, just a suggestion, and

I'm not trying to dictate anything, but my suggestion is that
any nmulti-faceted mail out would have a major cover letter as
a letter of transmittal. I’ve done them myself. I’ve done a
lot of filings with the federal government and I’11 put a

letter of transmttal that says, "You are receiving one, two,

three, four, five, six and seven. |If you have not received
these, please call us or contact us.” | think a letter of
transmittal...I’'m just saying for the future. Obviously,

this is water under the bridge, or spilled mlk, or whatever
you want to call it. But to me, I’'m just suggesting that a
letter of transmttal telling the applicant you are receiving
t hese seven itens or these nine itens or these thirteen
items. At l|least he would have the option to take the cover
letter and use it right on top in big letters "Letter of
Transmittal”™ in big letters, if you don’t receive these seven
itens, contact us at so and so, | think would have sol ved

what we were experiencing here today. Just a suggestion.
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LESLI E K. ARRI NGTON: Ckay.

CLYDE KING And that would have a return/receipt

request ed.

LESLI E K. ARRI NGTON: They do have.

TIVIS BRONN: Yes, sir, | signed a return/receipt,

but | did not receive but four copies.
MAX LEWS: Dd you state that in your---7?
TIVIS BRONWN: Sir?

MAX LEWS: Did you state that whenever you
contacted themthat you received that?

TIVIS BROAWN. No. No, sir, you have to sign for

your letter before you get it and took it home before |
opened it.

DENNI' S GARBI S: Do you have any further w tnesses,

M. Swartz?

MARK SWARTZ: No, | do not.

DENNI S GARBI S: Are there any additional discussion

or questions fromthe nenbers of the Board?
ADA HORN: I would like to say something. I’m not
sworn in.

COURT REPORTER: You have to cone down here.

DENNI S GARBI S: Would you like to come down, ma’am,

and be sworn, please?
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(Ms. Horn cones down front and is duly sworn.)

COURT REPORTER State your nane, please.

ADA HORN: Ada Hor n.

DENNI S GARBI S: Yes, ma’am. You’d like to make some

comment s.

ADA HORN: Yes, | would. | am Audrey Bl ankenship
...a heir. M nother expired and | am her only child. So, |
am here in behal f of her.

DENNI S GARBI S: Ckay.

ADA HORN: First of all, I...you know, | have never
been here before and they are a lot of errors in this. |

don’t know if---.

LESLI E K. ARRINGION: I’'m not aware of them. If

you...just nmake a |ist.

ADA HORN: Ckay. Al right. M nother, she...well,
my grandnot her, she has been dead for several years and she
is Mary Ellen Brown Perkins Smth, and she is of the Ellen
Ful l er heirship. Gkay, they totally excluded her when they
were, you know, making up this property. But, anyway, they
have said her heirs would only receive my uncle’s share,
which is not so, and his name was Tol bert Brown and he al so
di ed.

DENNI S GARBI S: If you have information, I’m sure
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M. Arrington would be glad to receive that information to
make sure that he’s accurate and what he produces for the
Board and for his records.

ADA HORN: Then | need to talk to him you know,
out si de of the Board.

DENNI S GARBI S: Yes, you can do that at any tine.

(M. Swartz informs Ms. Horn how to contact them
O f record discussion.)

DENNI S GARBIS: M. Swartz, do you have any ot her

W t nesses?

MARK SWARTZ: No.

DENNI' S GARBI S: Are there any questions from any

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

DENNI' S GARBI'S: No questions. Do you have a

petition? Wat would you request---?

MARK SWARTZ: W woul d request that the Board

approve the six conbined applications in the Mddle R dge

Fi el d.

DENNI S GARBI S: W have a petition. Could we have a

nmoti on?

MASON BRENT: Mr. Chairman, I’d move that we approve

the applications as submtted.
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DENNI S GARBI S: W have a notion. Do we have a

second?

CLYDE KI NG Second.

DENNI S GARBI S: W have a notion and second. Any

addi tional discussion or questions?
(No audi bl e response.)

DENNIS GARBIS: All those in favor, signify by

sayi ng yes.
(Al nmenbers signify yes.)
DENNI S GARBI S: Those opposed, say no.

(No audi bl e response.)

DENNI' S GARBI S: Approved. Let's take a ten mnute

br eak.

(Break.)

DENNI S GARBI S: We’re back on the record. Let's
reconvene. The next two itens we wll hear will be agenda

itens nine and ten. M. Swartz, is that correct?

MARK SWARTZ: Ri ght .

DENNI S GARBI'S: The Virginia Gas and Q| Board w |l

consider a petition from Pocahontas Gas Partnership under the
appropriate section for pooling of a coal bed nethane unit
under the Mddle R dge | Coal bed Methane Gas Field order and

identified as AY-107, located in the New Garden/ Hurri cane
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District, Russell County, Virginia. This is docket nunber
VGOB- 01- 08/ 21-0913. Additionally, we’ll hear agenda item
nunber ten, which is a petition from Pocahontas Gas

Part nershi p under the appropriate section for pooling of a
coal bed net hane unit under the M ddle Ri dge | Coal bed Met hane
Gas Field order and identified as AY-108, |ocated in Russell
County. This is docket nunmber VGOB-01-08/21-0914. We’d ask
the parties that wish to address the Board in this matter,

pl ease cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

DENNI S GARBI S: Pr oceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you’re still under oath?
A Yes, sir.

Q What’s your name?

A Leslie K Arrington.

Q Who do you work for?

A Consol Energy.

Q What do you do for then?
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A Gas engi neer.

Q Ckay, did you either yourself prepare the
notice of hearing...notices of hearing and applications and
exhi bits or cause themto be prepared under your direction
with regard to units AY-107 and AY-108?

A Yes, | did.

Q Ckay, did you sign...you, yourself, sign the
notices, the applications and the well cost estimates for
both of these units?

A Yes, | did.

Q Ckay. Have you listed the people that you
are seeking to pool both in the notice of hearing and in the

Exhi bits B-3?

A Yes, | did.

Q Do you want to add anybody or subtract
anybody?

A No.

Q Wo is the applicant?

A Pocahont as Gas Part nershi p.

Q And in both instances, who is it that the
applicant is requesting be designated as the Board’s operator
if these units are pool ed?

A Pocahont as Gas Part nershi p?
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Q | s Pocahontas Gas Partnership a Virginia
Gener al Partnership?

A Yes, it is.

Q Is it authorized to do business in the
Commonweal th, has it registered with the Departnent of M nes,
M neral s and Energy, and does it have a bl anket bond on file?

A Yes, it does.

Q Did you mail to the respondents to the
extent you have their addresses?

A Yes, we did. We nailed by certified
mai |l /return recei pt requested on July the 20th and 21st of
2001. AY-107 was published in the Bluefield Daily Tel egraph
on July the 28th of 2001 and AY-108 was published July the
27t h of 2001.

Q And when you published what appeared in the
paper ?

A The notice of hearing and associ at ed
| ocati on map.

Q Ckay. Have you filed with the Board this
nmorning certificates with regard to publication and with
regard to nailing?

A Yes, we have.

Q Both of these units are Mddle Ridge | Frac
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units, correct?

A Yes, they are.

Q And you’re proposing one well in each unit?

A Yes, we are.

Q In both cases, that one well is inside the
drilling wndow and does not require a drilling exception, is
that true?

A That’s correct.

Q And the M ddl e Ridge units produce coal bed

met hane fromthe Jawbone, if it is bel ow drai nage, on down,

correct?
A That’s correct.
Q And is that your intention here?
A Yes, it is.
Q Have you been able to | ease significant

portions of the acreage in these two units?

A Yes, we have.

Q And what have the terms that you’ve
been...that you’ve offered when you’ve been successful in
| easi ng?

A Qur standard |l ease terns are a $1 per acre

per year for a coal bed nethane | ease with a five year paid up

termand a 1/8th royalty.
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Q Ckay, and woul d you recommend those terns to
the Board to incorporate into any pooling order?

A Yes, | woul d.

Q Are both of these units, if you | ook at the
plats, 58.7 acres?

A Yes, they are.

Q Okay. Now, let's turn to AY-107 and let's
| ook at Exhibit A, page two.

A Yes.

Q And tell the Board what interest you’ve
acquired and what interest you’re seeking to pool?

A We’ve acquired 100% of the coal owner’s
coal bed nethane interest and 98.016% of the oil and gas
owner’s coalbed methane interest. We’re seeking to pool
1.984% of the o0il and gas owner’s interest.

Q And then in Exhibit B-3, you’ve listed the
names of the folks that you’re seeking to pool, correct?

A That’s correct.

Q And you’ve set forth their percentage
interest in the unit in question as well?

A That’s correct.

Q And one of the persons that you’re seeking

to pool in Tract 2B has an unknown address, is that correct?
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A That’s correct.

Q So, we’re going to have an escrow with
regard to that?

A That’s correct.

Q Have you provided a well cost estimate with
regard to well AY-107?

A Yes, we have. |Its permt was 4978, issued
on June 1, 2001. It was drilled on June 27 of 2001, to a
depth of 2,352 feet, at a cost of $205, 000...$205, 523. 49.

SANDRA RI GGS: Coul d you give ne the depth again,

pl ease?

A 2,352 feet.

Q You’ve also got an Exhibit E here and it
appears fromreviewing that, that in addition to the unknown
or unlo...I’'m sorry the unlocatable issue that we just spoke
about, you also have a conflict in three tracts, is that
right?

A That’s correct.

Q So, the escrow agent would need to set up
sub accounts for Tract 1A as in apple, 1B as in boy, and 2B
as in boy, is correct?

A That’s correct.

Q Turning to AY-108, if you go to Exhibit A,
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page two, and tell the Board what interest you’ve acquired
and what interest you’re seeking to pool?

A Yes. We’ve leased 100% of the coal owner’s
coal bed nethane interest, and 97.223% of the oil and gas
owner’s coalbed methane interest. We’re seeking to pool
2.777% of the oil and gas owner’s interest.

Q And in Exhibit B-3, have you listed the
nanmes of all of the respondents?

A Yes, we have.

Q And, again, we’ve got an address unknown in
this unit?

A We do.

And with regard to each person that you’re
seeking to pool, have you set forth their percentage interest
in the unit?

A Yes, we have.

Q And that percentage interest would be what
they would use to estimate royalty, to estimate their
participation costs and to estinmate their carried interest
multiplier?

A That’s correct.

Q Have you provided a well cost estimate with

regard to well AY-108?
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A Yes, | have. |Its permt nunber is 5002. It
was issued on June the 26th of 2001. It has not been drilled
to date. Estimated depth is 2,500 feet, at an estimated cost
of $205, 523. 49.

Q We’ve got an Exhibit E as well with regard
to unit AY-108, correct?

A That’s correct.

Q And this shows that in addition to the
unlocatable matter as a basis for escrow, there’s also a

conflict, correct?

A That’s correct.

Q And conflict here would require sub-accounts
for Tracts 1B as in boy, 1F as in Frank, 1G as in George, 1H
as in Henry, 1l as in lota, 1K as in kept, 1Mas in M chael,
2A as in apple, 2B as in boy, and 2C as in Charles, correct?

A That’s right.

Q And then al so here we have sone of the
conflicting owners have decided to resolve their conflict by
a split agreenent, correct?

A That’s correct.

Q So, we’ve got an Exhibit EE, which tells us
the names of folks and the tracts that they’re in who have

resol ved their conflict by agreenent and who nmay be paid
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directly consistent wwth the terns of their agreenent?

A That’s correct, it is.

Q Ckay, is it your opinion that the
devel opnent plans for these two units, as shown by the
applications and the exhibits, and in particular the plats,
is a reasonable plan to devel op the coal bed net hane under
these two units?

A Yes, it is.

Q And do these plans protect the rights of al
folks having correlative rights, both the people that you’ve

been able to | ease from and the people you’re seeking to

pool ?

A Yes, it does.

MARK SWARTZ: That’s all that I have and I would ask
that the Board approve these two applications.

DENNI' S GARBI S: Any question from any nenber of the
Boar d?

KEN M TCHELL: I have one question. It’s under the
Affidavit of Due Diligence if |I could touch base with you on

that. One of the people you have sent it to is an Irene
Col eman. | think the docunent shows an Irene Col eman under a
Cast | ewood Road and the docunent, | presune, fromthe post

of fice shows no such street. Was that just a m snoner
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on...someone gave you an address and it wasn’t the
appropriate address or---7?

LESLI E K. ARRI NGTON: That’s all I can say. Someone

gave us an address sonehow.

KEN M TCHELL: Ckay. | was curious why it was no

such address and we had an addr ess.

LESLIE K. ARRINGTON: Wl |, we have a person that

just sits there at the telephone and that’s all they do is
call and get addresses. So---.

KEN M TCHELL: Yeah, ironically, 22407

Frederi cksburg is actually South Stafford County. So, | wll
...I"711 go back and try to see if I can find it. But I was
ki nd of surprised when it said no such street.

LESLI E K. ARRI NGTON: Uh- huh

KEN M TCHELL: Ckay.

DENNI' S GARBI S: W have a request. Do we have a

nmoti on?

CLYDE KI NG So npved.

KEN M TCHELL: Second it.

DENNI S GARBI S: W have a notion. W have a second.

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

DENNI S GARBI'S: All those in favor, signify by
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sayi ng yes.
(Al menbers signify yes.)
DENNI' S GARBI S: All those opposed, say no.

(No audi bl e response.)

DENNI S GARBI S: Approved. The next item. We’ll

t ake agenda itens nunber 11 and 12. |Is that correct, M.
Swartz, we’ll do 11 and 12---7

MARK SWARTZ: Ri ght .

DENNI S GARBIS: ---and then individually take 13,
14 & 15.

Agenda item nunber 11, Virginia Gas and G| Board
wi Il consider a petition from Pocahontas Gas Partnership for

pooling of a coal bed nethane unit under the Mddle R dge |
Coal bed Methane Gas Field order, identified as AY-113,
| ocated in the New Garden District, Honaker Quadrangl e,
Russell County, Virginia. This is docket nunber VGOB-01-
08/ 21- 0915.

Agenda item nunber 12, the Board will consider a
petition from Pocahontas Gas Partnership under section 45.1
for pooling of a coal bed nethane unit under the M ddl e R dge
| Coal bed Methane Gas Field order and identified as AY-114,
| ocated in Russell County, Virginia. This is docket nunber

VGOB- 01- 08/ 21- 0916.
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We ask the parties that wish to address the Board
at this tinme, please cone forward.

MARK SWARTZ: Mark Swartz and Les Arrington. M.

Chairman, it occurs to me that there’s probably no good
reason not to add AY-115 to the mix since we don’t have...it
doesn’t look there’s anybody else here that’s going to
participate in this particular event.

DENNI S GARBI S: That’s item number 137

MARK SWARTZ: Correct.

DENNIS GARBIS: All right. |Is there any objections

fromany nenber of the Board to include that?
(No audi bl e response.)

DENNI S GARBIS: All right. Let nme go ahead and cal

that out. The Board will consider a petition from Pocahontas
Gas Partnership for pooling of a coal bed nethane unit under
the Mddle Ridge | Coal bed Met hane Gas Field order and
identified as AY-115, located in Russell County, Virginia.
This is docket nunber VGOB-01-08/21-0917. So, this will take
in three agenda itens.

MARK SWARTZ: Mark Swartz and Les Arrington al so

appeari ng on AY-115.

(M. Arrington passes out exhibits.)
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1 LESLI E K. ARRI NGTON

2 DI RECT EXAM NATI ON

3 QUESTIONS BY MR SWARTZ:

4 Q Okay, Les, you’re still under oath?

5 A Yes, sir.

6 Q You need to state your nane again.

7 A Leslie K Arrington.

8 Q Who do you work for?

9 A Consol Energy as a gas engi neer.

10 Q These three units that we’re going to be
11 tal king about are all Mddle Ridge I frac units, is that
12 correct?

13 A That’s correct.

14 Q Each of these three units has 58.7 acres?
15 A It does.

16 Q Wo is the applicant?

17 A Pocahont as Gas Part nershi p.

18 Q Ils that a General...a Virginia Ceneral

19 Partnership?

20 A Yes, it is.

21 Q Are the two partners in Pocahontas Gas
22 Partnership Consolidation Coal Conpany and Conoco, Inc.?
23 A Yes, it is.

24
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Q In each of these three instances, is the
request that...is the request nmade that the Board appoi nt
Pocahontas Gas Partnership as its designated operator?

A Yes, it is.

Q Okay. |s Pocahontas Gas authorized to do
busi ness in the Commonweal t h?

A Yes, it is.

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

A Yes, it does.

Q Did you either personally, or under your
direction, cause the notices of hearing, the exhibits and the
applications to be prepared?

A Yes, | did.

Q And did you, in fact, sign each of the
noti ces of hearing, the applications and the well cost
esti mat es?

A | did.

Q Ckay. Have you listed the nanes of the
peopl e that we are seeking to pool in both the notices of
hearing and the respective Exhibits B-3?

A Yes, | did.

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

A No.

Q Ckay. Wiat did you do to notify the people
for whom you had addresses?

A Ckay, in each instance, it was nuailed by
certified mail/return receipt requested on July the 20th and
21st. It was published in the Bluefield Daily Tel egraph for
AY-113 on July the 27th of 2001, AY-114 on July the 27th of
2001, and AY-115 July the 26th 2001.

Q And today have you filed Certificates of
Publication with the Board.

A Yes, we have.

Q And have you also filed certifications with
regard to the mailings?

A Yes, | have.

Q When you published, what got published in
t he paper?

A The notice of hearing and associ at ed
| ocati on map.

Q You have been able to lease quite a few
folks in all three of these units, correct?

A Yes, we have.

. With regard to the people that you’ve been
Q g peop y
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able to | ease, what have the typical |ease terns been?

A Yes. Qur standard lease ternms is a $1 per
acre per year with a five year paid up termfor a coal bed
nmet hane | ease and a 1/8th royalty.

Q Now, these terms you’ve just quoted are only
for coal bed nethane, if you were also conventional, it would
be a different rental ?

A That’s correct.

Q Wul d you recommend t hese coal bed net hane
| ease terns to the Board for inclusion in any order it m ght
enter with regard to fol ks who are deened to be | eased?

A Yes, we woul d.

Q As we stated earlier, each of these unit is
a 58.7 acre Mddle R ddle Ridge Frac unit, correct?

A That’s correct.

Q Each application contenpl ates one well per

unit, right?

A It does.

Q And our...in all instances, the well is
| ocated in the drilling?

A Yes, it is.

So, we don’t need any exceptions?

A. That’s correct.
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Q Let's start with sone specifics regarding
AY-113, okay. |If we go to Exhibit A, page one, could you
tell the Board what you’ve acquired and what you need to
pool ?

A Yes. On AY-113, we have | eased fromthe
coal bed net hane...the coal owner 52.2657% and 53. 4866% of the
0il and gas owner’s interest. We'’re seeking to pool 47.7343%
of the o0il owner’s coalbed methane interest, and 46.5134% of
the o0il and gas owner’s interest.

Q Now, in Exhibit B-3, you’ve listed all the
respondents, correct?

A Yes, we have.

Q And with regard to the coal ownership, could
you tell the Board how that ownership is divided sonewhat
differently in this unit?

A Yes, this coal ownership is listed
by...instances of coal above the P-9...P-9 seam and bel ow.
This is the one that, as we get further a long into the
development of it, we’ll have to come up with a percentage of
owner shi p...production ownership within that well.

Q We’1ll have to get...probably get Mr. Morgan
back over here to allocate gas content between seans to nake

sone kind of allocation, | would inagine?
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A Well, actually I have that and | don’t think

I have it with me. I left it on Anita’s desk.

Q Okay. But we’ll be back to do that, I would
i magi ne.

A O we can provide it to the Board.

Q To the Board, okay. But we do have a

differentiation...a cutoff of the P-9 seam above and bel ow?
A W do.
Q Ckay. Wth regard to...if you turn to page
two of six also in Exhibit B-3, we’ve seen this problem
before, | think, but we have sone...in the Mddl e Ridge

Field, but we have sone title issues as well.

A. We do. That’s correct.
Q Could you tell the Board about that?
A. Yes. There was a title...|l call it atitle

error in transfer ownership fromone party to the other. So,
we really can’t determine who the owners are. We’ve listed

everybody we think it could be.

Q And that’s why you’ve got an or?

A Yes, it is or. I think it’s one of three
parti es.

Q It could be that the Strouth or the Corn

heirs or the Keene heirs?

106



© 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 Correct.

Q And that’s on the o0il and gas side?

A The oil...yes, sir.

Q So, with regard to escrow for unit AY-113,

just looking at Exhibit B-3, we have some folks that you’ve
been unable to | ocate?

A That’s correct.

Q So, there would be...that woul d be one

reason to escrow?

A Uh- huh.

Q Correct?

A Correct.

Q We have sone unresolved clouds on title with

regard to the oil and gas fee, correct?

A That’s correct.

Q And t hat woul d be anot her reason to escrow?
A Uh- huh.

Q And it also |looks |ike we have sone

conflicts, correct?

A That’s correct.

Q And that will be addressed...the conflicts
at least will be addressed in Exhibit E?

A Ri ght .
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Q Ckay. Have you provided a well cost
estimate with regard to well AY-113?

A Yes, | have. AY-113, its permt nunber
5000. It was issued on June the 26th of 2001. It was
drilled July 5th on 2001 to a depth of 2,562.85 feet, at a
cost of $215, 773. 48.

Q Ckay, now with regard to Exhibit E, that
shows specifically the tracts that are in conflict and/or
have a title issue?

A That’s correct. It does.

Q And so sub-accounts for title issues and
conflicts need to be set up for Tracts 2, 3A as in apple, 3B
as in boy, 4, 5, correct?

A Uh- huh.

Q And then also with in there, there are sonme
tracts that have the further need for escrow because of

unl ocat abl e i ssues?

A That’s correct.

Q Now, let's turn to unit to AY-114, okay.

A Yes, sir.

Q Let's go to Exhibit A page two, and tell us

what you’ve been able to lease here and what you need to

pool ?
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A Yes. We’ve been able to lease 51.39% of the
coal owner’s coalbed methane interest, and 79.8436% of the
oil and gas coal bed nethane interest. We’re seeking to pool
48.61% of the coal owner’s coalbed methane interest; and
20. 1564% of the oil and gas coal bed net hane interest.

Q Directing your attention to Exhibit B-3 for
AY-114, it |l ooks |ike we have the sanme division of coal above
and bel ow the P-9 seamthat we just tal ked about, right.

A. Yes, that’s correct.

Q And we al so have sone fol ks who are not
| ocated at this point?

A That’s correct.

Q And we al so have in Tract 2, for exanple,
the unresolved title issue?

A That’s correct.

Q So, a very simlar title situation to what

we just | ooked at?

A Yes, it was.

Q Have you provided a cost estimate for AY-
1147

A Yes, | have. |Its permt nunber is 4954. It
was i ssued May the 2nd of 2001, drilled June the 22nd of

2001. Total depth is 2,292.39 feet, at a cost of
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$208, 653. 97.

Q And you’ve got an Exhibit E here?
A Yes, we do.
Q And the Exhibit E requires escrow for the

tracts identified for three reasons: Conflict between coal,
oil and gas?
A Correct.
Title issues?
Correct.
And unl ocat abl es?

Correct.

o > O »

And the tracts that we’re talking about are
2 and 57?

That’s...yes, it is.

Now, with regard to the third of these units
AY- 115, if you’ll look at A, page two, what have you leased
and what are you seeking to pool ?

A Yes, we’ve leased 100% of the coal owners’
coal bed net hane interest and 99.8807% of the oil and gas
interest. We’re seeking to pool 0.1193% of the o0il and gas
owner’s coalbed methane interest.

Q And the group of people that you’re seeking

to pool is set forth on B-3, correct?
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A Yes, it is.

Q And this is an instance where you weren’t
able to mail, you were just able to publish?

A That’s correct.

Q Have you provided a well cost estimate with

regard to AY-115?
A Yes, we did. It was permt nunber 4669. It
was issued July 31 of 2000, drilled January the 17th of 2001.

The depth was 2,353.15 feet, at an estimted cost of

$212, 919. 22.
Q And with regard here to escrow, we have the
..we have the unlocatable and unknown issue that’s disclosed
by B-3, correct?

A That’s correct.
Q And then we’ve got a conflict that’s

di sclosed in Exhibit E coupled with a depending on howtitle

is resolved. So, basically, if H C Bostic turns out to own
the o0il and gas fee, there’s no conflict and you can pay. If
the Strouth heirs turn out to own the oil and gas, then there

is a conflict?
A That’s correct.
Q So, to anticipate that hop of the bal

there, you’re going to need to escrow with regard to that
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i ssue, correct?

A That’s correct.

Q I notice when I'm looking at Exhibit E, that
the tract is not identified. And we’re talking about tract
four, are we not?

A Yes. We’ll submit a revised---.

Q A revised to straighten that out.

MR SWARTZ: That’s all I have. ©No, I take that

back.

Q M. Arrington, is it your opinion that the
pl ans to devel op...have to do this?

A Yes, it is.

Q That the plans to devel op the coal bed
met hane resource under these three units represent a
reasonabl e nethod to devel op the nethane?

Yes, it is.

Q And is it your recomrendation that the Board
pool these units to protect the correlative rights of both
the folks you’ve leased from and the folks who need to be
pool ed?

A Yes, it is.

MARK SWARTZ: That’s all I have. I'm sorry, sir.

DENNI S GARBI S: Do you have any further w tnesses?
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A No.

DENNI S GARBI S: Any questions by any nenber of the

Boar d?

KENNETH M TCHELL: One question. Item nunber 12,

which is AY-114.
MARK SWARTZ: Ckay.

KENNETH M TCHELL : You’re seeking to pool, and I'm

going to approximate it at 48.6% of the coal interest. |Is
there any reason that...I'm used to seeing smaller

percent ages, three percent, four percent. Forty-eight
percent is one of the larger ones I’ve seen here. Is there a
reason that 48% has not been signed or is not accounted for

wi t hout force pooling?

LESLI E ARRI NGTON: You’ll have to give ne a m nute.

KENNETH M TCHELL: Ckay.

LESLI E ARRI NGTON: Yes, sir. On this unit, for

instance, this is one unit where we have gone in and we
didn’t have, I'1ll say, a carte blanc coal lease out there.

W had to go in and find who all the coal owners are. So we
didn’t have a coal leasehold out there and we didn’t know who
all the owners were. If you’ll look at tract one, you're
starting to get into an area, tract one on the plat is

Buckhorn Coal Company and that’s one of our major lessors.

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

Then you’re starting to get out of an area where we really
didn’t have a coal ownership and now we’re starting to get
over in areas where there’s smaller tracts and we really...
we’re having to lease individual owners. And if you’ll
notice tract four, it shows as John H Dye heirs and if
you’ll notice there, we’ve leased to date a 40% interest in
that tract. We’re going out...we’'re trying to lease the
individuals and it’s just...we’re starting to get on the

fringes of what we had, and that’s what you’re starting to

see now.

CLYDE KING Jim Dye has 22%

LESLI E ARRI NGTON:  John H. does.

CLYDE KING John H Dye has 22% interest in the
coal .

MARK SWARTZ: 47.

DENNI'S GARBI S: 47%

MAX LEW S: 47. 67.

LESLI E ARRI NGTON: On the John H Dye. Now, maybe
there mght be sonething listed...let ne | ook here. Ckay.

Now, John H. Dye...you’re looking at Exhibit B-3?

CLYDE KING Ri ght.

LESLI E ARRI NGTON: And you’re looking at tract

nunber - - -.
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CLYDE KING Exhibit B-3, right.

LESLI E ARRI NGTON: Yeah, it’s just broken down.

MARK SWARTZ: To go back to Mr. Mitchell’s question

there. Wen we started...at |east these conpanies started
our devel opnment, we were in sonething called the Gakwood
Fi el d.

LESLI E ARRI NGTON:  Uh- huh.

MARK SWARTZ: It was about 100,000 acres. And

woul d guess that we, the coal conpanies, Island Creek and
Consolidation Coal, probably had three-quarters of that
acreage | eased before we even started. And what...to put it
in a better perspective, this Mddle Ridge Field is to the
south of the Cakwood Field, and is really in an area where
neither of the coal conpanies or their subsidiaries had a
significant mining presence, so we’re really starting from

scratch. And the advantage that we had, that you often see,

is we had all the major coal properties | eased before we even
started, so we were only picking up bits and pieces. In
Middle Ridge, we get further away from Oakwood. We’re really

invirgin territory and we are running down everybody because
we had no pre-existing position, which accounts for a | ot
nmore | 00se ends and we’re trying to pick it up but we just

..we’re starting from zero here. I mean, I don’t know if
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that hel ps or not.

DENNI S GARBI S: Any ot her questions?

CLYDE KING Which m ght be an advant age.

MARK SWARTZ: I don’t know.

CLYDE KING Starting all over.

MARK SWARTZ: We wouldn’t be doing it if it wasn’t

worth doing, but it is a situation where we have no acreage
position to begin wth.

DENNI' S GARBI S: Any further comments?

(No audi bl e response.)

DENNI S GARBI S: And your position is?

MARK SWARTZ: W woul d request at this tine that the

Board consider granting the three applications that we have
conbi ned here, AY-113, 14 and 15.
DENNIS GARBIS: Do | hear a notion?

KENNETH M TCHELL: As a request from a Board nenber,

could | request that we vote on these separately rather than
all three at once. | have questions on nunber twelve. |
have reservations, | should say.

DENNI' S GARBI' S: Any di scussion on that? Any problem

with any of the Board nenbers doing that?
(No audi bl e response.)

DENNIS GARBIS: All right. Why don’t we take them

116



© 00 N o o b~ w N P

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

)
1

in order?

We’ll vote first on agenda item number 11 which is

VGOB- 01- 08/ 21- 0915. Do | hear a notion?

second?

MASON BRENT: So noved.

DENNI S GARBI'S: | hear a notion. Do | hear a

CLYDE KI NG Second.

DENNI S GARBI S: Any further discussion?

(No audi bl e response.)

DENNI S GARBIS: All those in favor, signify by

sayi ng yes.

12, which

nmoti on?

(Al nmenbers signify yes.)
DENNI S GARBI S: Nos.

(No audi bl e response.)

DENNI S GARBI S: It’s approved. Agenda item number

i s docket nunber VGOB-01-08/21-0916. Do | hear a

MASON BRENT: So nove.

CLYDE KI NG Second.

DENNI S GARBI S: There’s a motion, a second. Any

further discussion?

(No audi bl e response.)

DENNI S GARBIS: All those in favor, signify by

sayi ng yes.
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(AI'l menbers signify yes with the exception of
Kenneth M tchell.)

DENNI' S GARBI S: Those not in favor, signify by

sayi ng no.

KENNETH M TCHELL: No.

DENNI S GARBI S: W have one no. That itemis

appr oved.

| tem nunber...agenda item nunber 13, which is
docket nunmber VGOB-01-0821-0917. Do | hear a notion for
approval on that?

CLYDE KING So nove.

MASON BRENT: Second.

DENNI S GARBI S: There’s a motion. There’s a second.

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

DENNI S GARBIS: All those in favor, signify by

sayi ng yes.
(Al nmenbers signify yes.)
DENNI S GARBI S: Any opposed?

(No audi bl e response.)

DENNI' S GARBI'S: No opposition, itemis approved.

Moving on to the next item which is item nunber 14, agenda

itemnunber 14. Virginia Gas and Q| Board will consider a
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petition from Buchanan Production for pooling of coal bed

met hane unit under the Oakwood Coal bed Met hane Gas Field |

Oder and identified as Y-7, located in the Prater distract,

Vansant quadrangl e, Buchanan County, Virginia; docket nunber

VAEOB- 01- 08/ 21-0918. Those interested in presenting matters

before the Board at this tine?

MARK SWARTZ: Mark Swartz and Les Arrington.

LESLI E ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q

o > O » O »

Les, you’re still under oath.
Yes, sir.

Your nane agai n?

Leslie K Arrington.

Who do you work for?

Consol Energy as a gas engi neer.

This application is nade by Buchanan

Producti on Conpany, correct?

gener al

A.
Q

That’s correct.

Buchanan Production Conpany is a Virginia

part nership?

A

That’s correct.
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Q Up until June of this year, Appal achi an
Operator’s, Inc. and Appalachian Methane Inc. were the
corporate partners in Buchanan Production Conpany, is that
correct?

A That’s correct.

Q And do we understand that there are new
partners, but we are unable to share their identity with the

Board today?

A That’s correct.
Q But is it your understanding that the new
partners are still wholly owned indirect subsidiaries of

Consol Energy, Inc.?
A That’s correct.
Q | s Buchanan Production Conpany authorized to
do business in the Commonweal t h?
A Yes, it is.
Q Who is Buchanan Production Conpany, the

appl i cant, requesting be appoi nted as desi gnated operator?

A Consol Energy.

Q | s Consol Energy a Del aware corporation?
A Yes, it is.

Q Is it authorized to do business in the

Commonweal t h?
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A Yes, it is.

Q Has it registered with the Departnent of
M nes, M nerals and Energy, and does it have a bl anket bond
on file as required by | aw?

A Yes, it does.

Q Okay. Did sone tinme...sone considerable
time ago, the managenent committee of Buchanan Producti on
Conmpany del egate to Consol, Inc., the predecessor of Consol
Energy, Inc., the authority to explore, devel op and maintain
the properties and assets of Buchanan Producti on Conpany?

A That’s correct?

Q And did Consol, Inc. and now Consol Energy,
I nc. accept that del egation and undertake to act as

pr of essi onal nanager ?

A It did.

Q And that’s why you’re here today?

A Yes, it is.

Q Have you |isted the respondents with regard

to this pooling application in both the notice and Exhi bit B-
37?

A Yes, we did.

Q Do you want to dism ss or anend to add any

respondents today?
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A No.
Q What did you do to notify the respondents?
A We published it in the Bluefield Daily

Tel egraph on July 26th of 2001.
Q And have you filed proof of publication

today with the Board?

A Yes, we have.
Q When you published, what did you publish?
A The notice of hearing and an associ at ed

| ocati on map.
Q And the reason you published was because of
the Howard and Tiller heirs, which is a recurring problemin

this part of the world, right?

A That’s correct.

Q Did you also mail?

A Yes, we did.

Q Who did you mail to?

A W mailed to the....Harris Crunpton, let ne

check to nmake sure, by certified mail/return receipt
requested. Let ne nake sure we did.

(Wtness reviews file.)

A Yes, we did.

Q Did he sign for his mail?
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A He di d.

Q Okay. As long as we’re looking at Exhibit
B-3, is there a percentage |isted opposite the nane of
everyone they’re seeking to pool?

A Yes, it is.

Q And t hat percentage would be used by themto
calculate or estimate royalty, participation cost or carried
interest?

A It is.

Q Ckay. Wiat is your...what is the
applicant’s interest in this unit that it already has
acquired and is...and the interest that it is seeking to
pool ?

A We have | eased 100% of the coal bed net hane
interest fromthe coal owner and 87.675% of the coal bed
methane interest from the o0il and gas owner. We’re seeking
to pool 12.325% of the coal bed nethane interest fromthe oi
and gas owner.

Q Now, this unit, if you go back to the map
here, this is an 80 acre unit under the GCakwood Fi el d Rul es,
correct?

A It is.

Q And you’re seeking to pool it under Oakwood
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| as a frac?

A That’s correct.

Q How many wel | s are proposed?

A One.

Q Where is it located in relation to the
w ndow?

A It’s inside the drilling w ndow.

Q Have you prepared a well cost estimte?

A Yes, we have. This is permt nunber 4881.
It was issued on February 21st of 2001. It was drilled on

May 9th of 2001,

to a total depth of 2,444.60 feet, at an

esti mat ed cost of $206, 122. 29.

Q
A

Q

This unit requires escrow, correct?

It does.

And there need to be sub-accounts for tracts

four and si x because of conflicts?

A.
Q

It is.

And tract six needs to be escrowed because

of unknowns and Unl ocat abl es?

A.
Q

have a...severa

That’s correct.

In addition, is this a situation where you

of the people in conflict have entered into

a royalty split agreenent?
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A Yes, and listed on Exhibit EE.

Q kay. So, those fol ks who woul d ot herw se
be in conflict have resolved their differences and have
agreed to be paid in an acceptabl e and agreeable way so their
nmoney does not have to be escrowed?

A That’s correct.

Q The pool that is sought to be produced here
woul d be fromthe Tiller on down, is that correct?

A Yes, it is.

Q And what are the |l ease terns that you’ve
offered the folks, in general, that you’ve been able to
acquire | eases fronf

A Qur standard coal bed nmet hane |l ease is a $1
per acre per year with a five year paid up termand a 1/8th
royalty.

Q And is that what you would recomend to the
Board here?

A Yes, it is.

Q Now, | would ask you whet her or not the
application and the exhibits, in particular the Exhibit A of
the plat, show what, in your opinion, is a reasonable plan to
devel op the coal bed net hane under this 80 acre Gakwood |

unit?
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Yes, it is.
Q And if the Board were to approve this, would
it be your opinion that both the people that we | eased, as
well as the unleased folks who you’re seeking to pool, that
their correlative rights would be protected?
A Yes, it would be.

MR SWARTZ: That’s all I have, and I would move

that...or would ask that the Board approve this application.

DENNI S GARBI S: Do you have any further w tnesses?

MARK SWARTZ: No, | do not.

DENNI' S GARBI S: Any questions or discussions

from--?

MASON BRENT: | just have one question. Just one
question...issue. | believe | brought it up a year or nore
ago. | notice here today that your estimated production, you

said earlier 1.25 to 550, and | think you neant 125.

LESLI E ARRINGTON: 125, | did.

MASON BRENT: To 5507?

LESLI E ARRI NGTON: Yes.

MASON BRENT: | believe a year or so ago, | just

made the observation that that’s a pretty big range---.

LESLI E ARRI NGTON:  Yes, sir.

MASON BRENT: ---for estimted production. And at
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the time, I believe your explanation was that you didn’t have
enough experience with these units yet to deternm ne that.
Today you’ve testified in a roughly 51 acre unit and then a
58 acre unit, and now an 80 acre unit---.

LESLI E ARRI NGTON: That’s correct.

MASON BRENT: ---that the estimated production is

125 mllion to 550 mllion.

LESLI E ARRI NGTON: And | have somewhat of an

explanation in the reason that thing is so wide range. W
have wells in particular, and not just in this Y-7 area, Y-8
area. W have wells over there that will do 250 a day and we
have wells in that very sanme block may do 30 and 40 a day.
And that’s the reason I leave it that wide a range, because
we go in to drill these wells, you don’t know what they’re
going to do. Up in the PGP area, for instance, another
exanple up there, we went into the one area, we’re just
getting in there, getting started real well. We’'ve got a
well that’s doing 500 a day. Every well around that unit and
associated to that, even near it, the most it’s doing is 150
a day. So, to be able to put it tighter, pull that tighter,
I'd really be afraid to because, you know, it is truly an
esti mat e.

MASON BRENT: You’re talking in terms of rate of
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pr oducti on.

LESLI E ARRI NGTON: Per day, that’s correct.

MASON BRENT: As opposed to reserves.

LESLI E ARRI NGTON: Well, rate of production, you

know, if you go through and start doing those cal cul ati ons,
it is going to be a big range and that’s the reason I do
continue to leave it as it is. You know, and if you want ne
totry to bring it close together, you know, maybe | can, but
then, too, I may be out of range, too. And that’s the reason
| leave it where it is.

MASON BRENT: | just think at sonme point as matter

of interest, it would be good to have you cone report to us--

LESLI E ARRI NGTON: Sure, | have no---.

MASON BRENT: ---historical experience.

LESLI E ARRI NGTON: | have no problemw th that.

CLYDE KING How far apart are those things, |ike

you had---7?

LESLI E ARRI NGTON: Oh, that? Well, that’s on the

nort heastern fringes of the Pocahontas Gas project and this
area is kind of getting on the southwestern areas of it.
But, we have experienced quite a bit of those ranges for

some, you know, some structural reason. I don’t know, but it
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is there.

MASON BRENT: The only reason | ask, and this may be

somewhat of a stretch, but it is of interest to the state, |
think, to take into consideration the reserves that are
there, you know, if we’re going to go through this process of
pool i ng peopl e and go through that whole rigmarole, it
certainly seems to me that it’s of interest to know what’s

there that we’re---.

LESLI E ARRI NGTON: And to further on that, we

started developing again, which it’s all basically the same,
again in the Pocahontas region, a portion down into the

sout heastern area of our project, and we started devel opi ng
that and we finally had to |leave it because it was an area of
80 tinmes...1600 acres, and we started in the north,

devel oping to the south and we were only getting in the north
like a 100 a day, and by the tine we got down to the southern

portion of that we’re getting seven or eight a day. And it

i's, you know, | guess develop to see what you are going to
have.

MASON BRENT: Thank you.

DENNI' S GARBI S: Any ot her questions? Any ot her
di scussi on?

(No audi bl e response.)
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DENNI S GARBI'S: W have a request. Do we have a

nmoti on?

CLYDE KING So nove.

DENNI S GARBI S: Do we have a second?

KENNETH M TCHELL: Second.

DENNI S GARBI S: W have a notion and second. Any

further discussion?
(No audi bl e response.)

DENNI S GARBIS: All those in favor, signify by

sayi ng yes.
(Al Board nenbers signify yes.)
DENNI' S GARBI S: All those opposed, signify by saying

no.

(No audi bl e response.)

DENNI S GARBI'S: The itemis approved. The | ast
item

MARK SWARTZ: W need to find our friend.

(O f record. M. Arrington |eaves to try and find
M. Keen.)

DENNI S GARBI S: Why don’t I go ahead and read the

item This is agenda item nunber 15, Virginia Gas and Q|
Board will consider a petition from Buchanan Production

Conpany for dism ssal of certain respondents heretofore
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pool ed di sbursenents from escrow regardi ng tract four, and
aut hori zation for direct paynent for royalties for a coal bed
met hane unit identified as Y-8, located in the Prater

D strict, Vansant quadrangl e, Buchanan County, Virginia, and
previ ously pool ed under dockets VGOB-91-04/30-0111, VGOB92-
1/17-0291, and VGOB-92-11/17-0291-01. W ask the parties
that wish to address the Board in this matter cone forward at
this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. D d he

really | eave?

BOB W LSON: Yes.

MARK SWARTZ: Let ne tell Les then.

(M. Swartz | eaves the roomto find M. Arrington.)
(O f record.)
BOB WLSON: Could | bring up a topic that the

Board needs to consider and we can go ahead and get that out
of the way?

DENNI S GARBI'S: Certainly. Yeah, sure.

BOB WLSON: W need to decide if again this year we

want to neet at the Breaks Interstate Park for our October
hearing. This is a decision that the Board itself needs to
make. We are...the reason we need to address it nowis

nunber one, we need to make the arrangenents if you wish to
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do that; and nunber two, the petitions that cone in for that
have to designate that as the place of the hearing. So, we
need to decide that this week if we can. W would entertain
anything the Board wants to do. We’ll take it under

consi derati on.

DENNI S GARBI S: One of the things that M. \Wanpl er

had nentioned to nme was that apparently in your...do you have
sonme sophisticated software that you would |i ke to show us
there in Big Stone where you have like the---.

SANDRA RI GGS: GPS.

DENNI S GARBI S: Yeah, or---.

SANDRA RI GGS: Layeri ng.

DENNI' S GARBI S: Yeah, the |ayering.

BOB WLSON: The 3 S systens.

DENNI S GARBI S: The three dinensional...|l nean, that

might...I don’t know exactly what that would involve getting
out there to see it. But I mean that’s a possibility we
coul d conbine with sonme other things.

BOB WLSON: Wll, yeah, actually, that would be the

second part of the request is if we’re going to meet at...if
we decide to neet at the Breaks, or even if not for that
matter, do you wish to conbine this with a field outing of

any sort as we have done occasionally in the past? W could
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either go to Big Stone to look at the G S systemthat they
devel oped there. W can |ook at stuff in the field, again,
at your discretion. But the major decision we need to nake
NOW i S Whether we’re actually going to meet at the Breaks.
And I can, if you’d like to think about it, poll each of you
individually Iater on as to whether you want to conbi ne the
Cctober neeting with any sort of a field trip or outing.

DENNI S GARBI S: Wl |, why don’t we...why don’t we

take care of this item since we’ve got Mr. Swartz back. You
all can think about it. Maybe we can discuss it anobngst
oursel ves after the neeting. Proceed.

MARK SWARTZ: M. Arrington, in an effort to exhibit

due diligence, was out in the parking |lot |ooking for Hubert.
You know, | just wanted to show you he would go to any
| engt h.

DENNI' S GARBI S: W certainly appreciate that.

MARK SWARTZ: Les---.

DENNI' S GARBI S: You should be conplinented in the

degree of which you...your enthusiasmjust overwhel ns ne.

MARK SWARTZ: Do you have sone stuff you need to

pass out ?

LESLI E K. ARRI NGTON: Yes.

(O f record discussion while M. Arrington hands
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out the exhibits.

MARK SWARTZ: There are several things that we want

to do here and | would just indicate to the Board that this
is...this unit has been pooled in the past. So, we’re not
here to pool it, but we’re here to do some title cleanup and
we’re also here to get some money out of escrow. Is that
right, Les?

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR ARRI NGTON

Q I'm just going to remind that you’re still

under oat h.

A Yes, sir.

Q We need your nane, again?

A Leslie K Arrington.

Q And this...in this particular instance on Y-
8, we’'re here with regard to Buchanan Producti on Conpany,
correct?

A That’s correct.

Q In no particular order, why don’t you start
walking the Board through the three reasons that we’re here.

A Ckay. To be quite honest with you, M. Keen
who was here is probably the person that created us finding
these problens. He did a royalty split agreenent with M.

Wyatt and when he started calling, saying I’ve done a royalty

split agreenent, | own this tract, we discovered that the
Mary Lester heirs were not, in fact, the owners as we...it
had been shown for years through...on our division orders.

This well has been in production for years. And through

cleaning it up, once he told us that, we go back and start
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finding what the problens are and we have, hopefully, we have
it corrected through all the corrections we have submtted in
this application and on the spreadsheet.

Q Ckay, so, we are...let's just start with the
people you’ve noticed, okay.

A Yes.

Q The first group in the notice up to Hubert
and Evel yn Keen, that first group, you’re noticing those
peopl e because they were previously pooled and it turns out
they don’t have an ownership interest in the unit, correct?

A That’s correct.

Ckay. And you are then noticing Hubert and

his wfe, | assune?
A That’s correct.
Q Keen, correct?
A Correct.
Q And you’re noticing them because there’s

going to be an escrow di sbursenent?

A That’s correct.

Q And then also in the relief sought, you’ll
notice there’s...there’s also a request to dismiss some other
peopl e?

A That’s correct. That...they were originally
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shown in, I believe, two tracts and now they’re only going to

be shown in one tract.

Q The James E. Watkins, et al, fol ks?
A That’s correct. Right.
Q Now, have you submtted to the Board today a

revised...or in this application, a revised Exhibit B-3?
A W have.
Q Okay. And let's look at that for a mnute.
Okay, we’ve got the...what you have done here apparently is
you have straightened out the fact that the Mary Lester heirs
are only in Tract 1, correct?

A That’s correct.

Q Ckay. And we continue to have the problem
with the Harold and Tiller heirs, correct?

A It is. Un-huh.

Q Do you want to tell the Board what the
difficulty with Howard and Tiller is in this part of the
world just in a nutshell?

A In a nutshell, it was nmany years ago. W
just haven’t been able to track that interest.

Q But Howard and Tiller own perhaps a 100, 000
acres or nore out here?

A. Yes, or nore.
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Q

And there are a couple of gaps in their

title which no one, you know, over hundreds of years has ever

been able to strai ghten out?

A
Q

That is correct.

And this is one of those Howard and Till er

probl ens that we see periodically, correct?

A
Q

That’s correct.

And they are...| nmean, this is a situation

where we really do have soneone who was just unidentified and

unknown?
A
Q
interest in this
A
Q
not m staken?

A.
Q

That’s correct.

And it accounts for a pretty significant
unit?

It does.

On...again, on the o0il and gas side, if I'm

Yes.

Ckay. So, in a nutshell with regard to

title, what you are asking is that the Board anmend the prior

orders to show that the people who need to be pooled in Tract

1 are as identified on Exhibit B-3 as of July 1l6th, ‘01,

correct?

That’s correct.
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Q And to show the Howard and Tiller heirs,
which I'm sure we probably showed fromthe begi nning?

A Yes, we did.

Q And that that...those are the fol ks that
need to be pool ed, correct?

A That’s correct.

Q And then in addition, to dismss the W R
and Mary Lester heirs, the devi sees, successors, or assigns,
i ncl udi ng Eva Singl eton, Audrey Boyd Perkins, C ayton
Perkins, Martinet and Virginia Boyd, correct?

A That’s correct.

Q And to show that Hubert and Evel yn Sue Van
Keen have an interest in the unit?

A That’s correct.

Q But obviously wll get subject to a split
agr eenent ?

A That’s correct.

Ckay. Now, with regard to the split
agreement, have you filed...yes, you have. There’s an

Exhi bit EE, correct?

A Correct.
Q And that pertains to Tract 47
A That’s correct.
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Q And it’s an agreement between Harri son
Watt, LLC?

A Uh- huh.

Q And Landon Wyatt was here...he’s still here.

A Yeah.

Q Okay. And Hubert Keen was here earlier?

A Yes, he was.

Q Okay. And what we’re trying to do here is

pay out noney that was deposited in escrow, correct?

A Correct.

Q And you brought a spreadsheet with regard to
t hat ?

A | did.

Q And then to also get a Board order
aut hori zing the operator to pay these folks directly in the

future?

A That’s correct.

Q Now, let's...let's spend sone tinme with the
spreadsheet because there is...you know, it doesn’t balance,

but go through what you’ve done and where you are and what
t he probl em
A Ckay, the royalty split will involve Tract 4

on our docket nunber and previously it was Tract #2, but both
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times it was 11.61 acres. The tract balance as of July the
25th was $9,883.92. While if you’ll notice there’s some
notes on the bottom of this. We had...we couldn’t account
for...on October the 25th of ‘94, there was a $10 discrepancy
on what we said was deposited versus what the bank said.
Then on July the 25th of ‘96, from one ledger sheet to the
next | edger sheet, there was a $1.13 error. So, you know, we
didn’t know quite how to handle that. That’s the reason it’s
noted on the bottom | started one tine to bring a second
spreadsheet just that would not...that wouldn’t have that $10
and that $1.13 in it, but I really didn’t know what to do.
So, that’s what you have here.

Q So, basically if you look at---7?

SANDRA RI GGS: The banks records are $11.13 | ess

t han what your records are?

LESLI E K. ARRI NGITON: Yes, ma’am.

MARK SWARTZ: In terms of what we’ve deposited.

Now, in terns of what we think we deposited. So, there would
be sonme earnings associated with that as well, which we have
no way of accounting for.

LESLI E K. ARRI NGTON: Right, that’s correct.

MARK SWARTZ: But, you know, our records show that

we wrote them checks, you know, for...well, the one check for
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$10 nore.

LESLI E K. ARRI NGTON: Correct.

MARK SWARTZ: And then when we | ook at their |edger,

there’s the $1.13 that we just can’t account for and we just
need to bring your attention that, you know, there is this

m st ake which...or these two m stakes that we cannot resolve.
So, the amount coming out will zero out this account, but we
need to alert you to the fact it’s $11.13 less than we

t hi nk---.

LESLI E K. ARRI NGTON: Yeah. O, you know, we could

have a mistake. But we couldn’t find anything...we tried to
match it up and we could not.

MARK SWARTZ: I mean, our records show that that’s

t he anobunt of our check.

LESLI E K. ARRI NGTON: That’s right. So, you know,

that’s---.

DENNI S GARBI'S: So, will the individual get nore

noney...you put nore noney in?

MARK SWARTZ: W think we put...well, we put $10

more in and we’ve found some transfer from one ledger sheet
to the next bank error. So, in point of fact, there’s $10 we
think we put in which is not going to cone out because the

bank is saying it’s not in there.
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MASON BRENT: Was your account drafted for the

anmount of the check?

LESLI E K. ARRI NGTON: Yes.

MARK SWARTZ: Right. Yes.

LESLIE K ARRINGION: I'm pretty sure it was.

KEN M TCHELL: M. Chai rman---.

CLYDE KING Then they got the noney.

MARK SWARTZ: Right. But we don’t...you know, we

don’t have control over their accounting---.

LESLI E K. ARRI NGTON: Ri ght .

MARK SWARTZ: ---and we’re just trying...we always

try to reconcile our accounts to theirs. This one we
just---.

LESLI E K. ARRI NGTON: Their | edger---.

MARK SWARTZ: This is where we are.

LESLIE K. ARRINGTON: Their | edger sheet shows $261

and ours shows $271.

KEN M TCHELL: M. Chairman, question

DENNI' S GARBI S:  Yes.

KEN M TCHELL: This items goes back to '94?

LESLI E K. ARRI NGTON: Yes, sir.

KEN M TCHELL: Wasn’t that under the previous

banking? We’re with First Union now, but it was under the
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previ ous- - -.

CLYDE KI NG Yeah.

MARK SWARTZ: Yeah, it was First Virginia.

KEN M TCHELL: Yeah, right.

MARK SWARTZ: Ri ght.

BOB W LSON: Bank of Tazewel|l at that tine.

KEN M TCHELL: Because we’ve changed accounts, I

don’t see any way that the previous bank would ever rectify
this m st ake.

CLYDE KING It did balance, didn’t it, when you

transferred it to First Union, or didn’t it?

MARK SWARTZ: Well, that’s a relative term, okay.

LESLI E K. ARRINGITON: 1’11 leave that to Bob.

MARK SWARTZ: I mean, I don’t know what their

accounts bal anced or not bal anced. | nean, what we try to do
every time we’re here is we try to reconstruct what we had
paid and conpare it to what they say they got. Normally...lI
mean, you know, we’ve been here before, we’re right on with
them This was just the situation where we...you know, we
back checked our $271.29 and that’s what we gave them. And
it...I'm assuming it went into some other account. But, you
know, we have no way of dealing with that.

DENNI S GARBI S: Well, | think we need to be
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accurate. | nmean, we need to try to resolve that one way or
another. I mean, we’ve got be accurate within a penny. I
mean, that’s somebody else’s monies. We can’t really deviate
fromthat at all. | nmean, we have got to find where
that...even it’s one penny, then I believe we need to make
every effort to try to...that’s...some how we need to make an
adj ustment or whatever with First Virginia, | believe...well,
of course, First Virginia is probably not going to have too
much interest at this point. But---.

BOB WLSON: That’s probably an under st at enent.

DENNI S GARBI S:  Yeah.

BOB WLSON: And, | believe, that---.

CLYDE KI NG: But you’ve got records to show you paid

it?

BOB WLSON: | believe this goes back actually to

t he Bank of Tazewell at that point in tine.

LESLI E K. ARRINGTON: I believe in ‘94, it woul d.

BOB WLSON: So, this is three banks back.

And...you know, we can pursue it. I don’t know---.

DENNI S GARBI S: Yeah, I don’t have any suggestions

of howto do it. But, | nean, it's...there has to be
a...well, number one, we’ve got to get the closure for the

item clean it up sone way...and the other thing is that we
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don’t really have high expectations of having everything down
to the penny then. Just don't want to subject ourself to
that, | don't believe.

LANDON WATT: My | say sonething, M. Chairnman?

DENNI S GARBI S: Yeah, if you’d like to come down.

LANDON WYATT: I’11 accept the deviation as my

share. I mean, that’s too little money over the number of

years that’s been involved.

DENNI S GARBI S: Wul d you like to identify yourself,

sir?

LANDON WYATT: I’'m sorry. I’m Landon Wyatt, manager

of Harrison and Watt, LLC. Excuse ne. | just offer that.
It’s just such a small amount of money to spend time trying
to resol ve.

CLYDE KING That would settle the situation,

wouldn’t it? Wouldn’t 1it?

DENNI S GARBI S: Wl |, | understand, but we have a

bigger picture to look at. We’ve got to look at everything
unl ess we have---.

LANDON WYATT: | just offer that as a resol ution.

DENNIS GARBIS: | nean, if you all will accept this

anount of noney in this particular case, that solves one

problem. But, again, I think we’re looking at a larger
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probl em you know, potentially for, you know, other people
that we’re going to have the same problem with. We’ve got to
be accurate down to with the penny.

LESLI E K. ARRI NGTON: But that brings in to nmake

that...these type of problems to go away, you’re going to
have to do these similar deal with every unit that’s in there
because you’re not going to find it otherwise.

DENNI S GARBI S: Well, if that’s...I mean, so be it

if sonebody is willing to conprom se. But our standards have

got to be a 100%. I mean, we'’ve got---.

LESLI E K. ARRI NGTON: | under st and.

DENNI S GARBI S: I mean, that’s the only way we can

do business other than balance, that’s correct.

MARK SWARTZ: Well, we needed to, you know,

affirmatively bring it to your attention that when you zero
out the bank’s account, we think it’s not a 100% of what
should be comng...l nean, we need to bring that...the order
is going to say this is what’s there and this is what needs
to cone out. But we needed to bring to your attention, you
know, this is one of those instances...|l think this is only
the second tine that we have been unable to reconcile and |
think the other tinme was sonething different. But we need to

tell you that and that’s...you know, we just...we Jjust have
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no where to go here.

KEN M TCHELL: M. Chairman, could | ask a question

to M. Swartz?
(No audi bl e response.)

KEN M TCHELL: M. Swartz, would Consol be willing

to donate, and | use the word donate, $11.13 to rectify a
m st ake that was nmade seven years ago?

MARK SWARTZ: You know, | could probably dig in ny

pocket to do that. I can’t really speak for my client. But
| would be willing to consider donating fromny firmto solve

this problem. But I don’t want to start a precedent that,

you know, we’re...that my client, and I realize it’s not a
| ot of noney, is standing behind m stakes that the bank...you
know, at least it |ooks |Iike the bank may---.

KEN M TCHELL: But the only thing I’'m saying, Mr.
Swartz, is that...is that you have obviously tried to rectify
the problem You have obviously tried to rectify the m stake

with the bank. At sone point, the bank---.

MARK SWARTZ: We don’t have a bank to rectify it
W th

KEN M TCHELL: Right. Right. I know we’re going
back to several banks. But I'm saying in a case like this to
make it truly like...you know, |ike our chairman said, to
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really make this rectify it to where it’s a 100% correct, I
think if someone, you know, woul d donate the $11.13, not to
be a precedent setter, but to solve the problemhere, to ne
that would rectify this one and then we can | ook at future

probl ens and check with our banker or the previous bank of

future probl ens.

CLYDE KI NG: Well, you’re talking about previous

bank. How | ong have you known about this?

MARK SWARTZ: Since we did this spreadsheet a nonth

ago.

CLYDE KING | nean, howin the world are we goi ng

to find out where it actually cane fronf

MASON BRENT: I don’t think you---.

BOB WLSON: Generally, fromny observation, the way

t hese accounts are working, the only way you’re ever likely
to find that would be to run a spreadsheet |ike that on every
unit that has been handled since ‘94 and do a backward audit
on this in order to find where that $10 is. Now, we have

seen. .. had instances where either one of two things. Either
a paynent has cone in to the bank and sonebody has m sread a
docket number and got it in the wrong account. We’ve had it
cone in where the wong docket nunber has been placed on the

docunent being deposited and it got put in the wong account.
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We’ve managed, I think, to keep those straight in the short
term But to go back to 1994 and chase down that $10, we
woul d have to do, | believe, a full accounting on every
account that we had fromthis tine back to the---.

DENNI S GARBI S: You’ll spend $10,000 trying to find

$10.

MARK SWARTZ: Well, you may not because dependi ng on

the bank’s bookkeeping, this $10 may have never landed on the
bank. I mean, there’s no guarantee that it landed in this
escrow account. You know, well, we’ve seen before...we have
seen instances where they have conpletely blown an all ocation
of a check. W could then (inaudible) it. So, when we go
back into the bank’s record, we find them in the wrong
account, we nove it over, we deal with it. Here it is
possible...l nean, this check went into this account, just
the wrong amount. I mean, it’s possible that the escrow
account never received that $10 in any way, shape or form

So, you could do what you’re talking about and not find it.

| mean, you could or you m ght not.

MASON BRENT: It coul d have been an in bal ance

bet ween the banks and it was witten off.

MARK SWARTZ: Right. Exactly. Yeah, it’s Jjust---.

DENNI S GARBI S: Wl |, at least | think we have sone
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resolution. |If the gentleman is willing to accept that,
that’s good. I will have to say, speaking for myself, that I
am concerned that we do set a precedent where we have parties
that | believe are honest cone before you and say | ook
here...this is what we did. We’ve identified the problem.
We have a cancelled check...did |I hear you say you have a
cancel l ed check stating that---?

LESLI E K. ARRI NGTON: That’s what our records show.

Now, again, as you said this was what seven years ago.
have to depend on our accountants to say this is what it is
and that’s what I’ve done to try to balance it.

DENNI S GARBI S: Well, I mean, there’s several issues

here. Again, I’'m concerned about the accuracy and I
appreciate the fact that you’re going to these extremes to
obtain the accuracy, but at the sane tinme, we have to have
rigid standards because it’s people's money. So, we have to
have...we’ve got to try to make every effort to account, you
know, a 100% down to the penny. So, I’'m not so sure that I
agree to have them...it’s chump change, I understand.

CLYDE KI NG: There’s no point of spending that much

nmoney and effort.

DENNI S GARBI S: And...yeah, that’s right. I mean,

sometimes, you know, we’re...you’ve got to cut your loses at
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some point. You can’t spend $10,000 trying to find $10
because that doesn’t make sense. So---.

LESLI E K. ARRI NGTON: The one problemthat can be

corrected, but it will take some work, but not the kind of
work we’re talking about is that transfer from one ledger
sheet to the other. I mean, it’s just simply a typographical
error that sonmeone made and it was in who, Tazewel| Bank---.

MARK SWARTZ: The bank made a $1. 13 m st ake.

LESLI E K. ARRI NGTON: Yeah. They go from one page

to the next page and it was a $1.13 difference and we have
seen that in several occasions. It’s been quite some tine
since we brought one to your attention. Those type of

errors, you know, soneone naybe could flip through the | edger
sheets quickly and find those. But this $10 error it’s going
to take these spreadsheets to find those.

DENNIS GARBIS: | think the inportant issue is that

the gentleman is willing to accept what you’re...well, what
we’re offering him---.

LESLI E K. ARRI NGTON: Yeah.

DENNI S GARBI S: Yeah, what the spreadsheet shows,

which is $4,941.96. I believe that’s between Mr. Keen and
M. Watt.
LESLI E K. ARRI NGTON: Yes.
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DENNI' S GARBI S: So, each of you will get this

anmount ?

LESLI E K. ARRI NGTON: Yes, that’s correct.

BOB WLSON: | spoke with M. Hubert Keen earlier
today and M. Keen asked that | let the Board be aware of the

fact that he is in total agreenent with this settlenent on
Tract 4 with Mr. Wyatt’s firm.

DENNI' S GARBI S: Wl |, that being the case, then

should we...we have a petition here, should we vote on that?
Did | hear a---?

CLYDE KING Yes, | think so.

DENNI S GARBIS: Did | hear a notion?

CLYDE KING | so nove.

KEN M TCHELL: Do we have a second?

DENNI S GARBI S: W have a notion and a second. Any

further discussion?
(No audi bl e response.)

DENNI S GARBI S: Any conmment s?

CLYDE KING Are we | egal, Sandy?

(Ms. Riggs indicates in the affirmative.)

CLYDE KING Okay.

MAX LEWS: Are you going to read the notion?
DENNI S GARBIS: Well, the notion is that the Board
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Wi Il consider a petition from Buchanan Producti on Conpany for
di sm ssal of certain respondents heretofore pool ed, the
respondents, | presune, are M. Watt and M. Keene? Those
are the respondents?

MARK SWARTZ: Well, Mr. Keen wasn’t. But Mr. Landon

Wyatt’s firm was.

DENNI S GARBI S: Ckay, well, | nean, through M.

Wilson. We’re being generous this morning. So, for a
di sm ssal of certain respondents heretofore pool ed,
di sbursenents from escrow regarding tract 4 and aut hori zati on
for direct paynent of royalties for a coal bed nethane unit
identified as Y-8, |located in Buchanan County, Virginia and
pool ed under dockets VGOB-91-04/30-0111, VGOB-92-1/17-0291
and VGEOB-92-11/17-0291-01.

CLYDE KING R ght.

DENNI S GARBI S: So, we had a notion and a second.

All those in favor, signify by saying yes.
(Al nmenbers signify yes.)
DENNI' S GARBI S: All opposed, signify by saying no.

(No audi bl e response.)

DENNI S GARBI S: That will be petition as

granted...as approved.

MARK SWARTZ: Thank you very nuch
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DENNI S GARBI S: That ends today’s activity.

SANDRA RI GGS: And that approval of the disbursenent

is based on the nunber shown in the spreadsheet prepared by
the unit operator as being the current account bal ances at
t he bank.

CLYDE KING WIIl we have this correction at the

next neeting? Have one of these that will be corrected?

MARK SWARTZ: It is...l nean, it is corrected.

CLYDE KI NG Yeah. That was taken care of.

MARK SWARTZ: It’s already built in.

CLYDE KING Okay.

MARK SWARTZ: The nunber reflects the | edger error

and the short. Ckay.
DENNI' S GARBI S: So, getting back to what...are we

off the record now?

BOB WLSON: Well, we need this on the record, |

guess.

DENNI S GARBI S: W need to have it on the record,

okay, fine. So, on the record, we’ll discuss the October
Board hearing as to whether we desire to be at the Breaks
Interstate Park or Big Stone Gap or Abingdon, Virginia or---.

MARK SWARTZ: Virginia Beach

DENNI S GARBI S: (Inaudible), Virginia. That’s a
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good idea, have you all conme up there in our parts.

MASON BRENT: Mr. Chairman, I’1l just give you my

two cents. The Breaks is a lovely place particularly in
October, but I think I’'ve been there now four times and all
it does to ne is add another hour and fifteen mnutes to ny
five hour drive. So, I’d just soon move East. That’s my two
cents.

DENNIS GARBI S: M. King, do you have sonething---.

CLYDE KING | enjoy going to Breaks, also.

However, it takes tinme for all of us. But I...I'm a little
intrigued about the thing over at Big Stone Gap. Wbul d that
take us out of the way too far? That’s another hour from
here or an hour and a half.

DENNI S GARBIS: How far is it to Big Stone Gap?

BOB W LSON: About an hour.

SANDRA RI GGS: Hour four | ane.

CLYDE KI NG Four | ane.

BOB WLSON: Hour and twenty m nutes.

CLYDE KING The roads are bhetter.

(Board nenbers confer anong thensel ves.)

CLYDE KING It suits nme. Stay here.

KEN M TCHELL: Bi g Stone Gap.

DENNI S GARBI S: Big Stone Gap. Max, what do you
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think in regards to this matter?
MAX LEWS: | say we neet right here.

DENNI' S GARBI S: You want to get away from Buchanan

County.

CLYDE KI NG: Big Stone’s away from Buchanan County.

MARK SWARTZ: This is Washington County. He is away

f rom Buchanan.

DENNI S GARBI S: Yeah, | know. Well, | guess |I could
add to what Mason said. I’ve been there now seven or eight
times. It is beautiful and the only reason why | would.. .|

woul d consider going out there if there was sonething really
constructive that we would |l earn and woul d assi st us, you
know, in our duties, then | would certainly be in favor of

t hat .

CLYDE KING How many...how many of us have ever

been to Big Stone Gap?
DENNI S GARBI S: I’ve never been there.

CLYDE KING Me neither.

DENNIS GARBIS: | could find it on a nap.

BOB WLSON: Well, excuse ne. | would suggest that

if we’re considering Big Stone, that you would make a second
day of it for the tour and the presentation and such because

we can’t be guaranteed that we’re not going to have a day
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full and I believe we’re going to have a pretty heavy agenda
through out the fall this year fromwhat | understand. So,
we would...if we decided to do sonething at Big Stone or any
pl ace el se, we would probably do that on the Mnday afternoon
precedi ng the Board heari ng.

MASON BRENT: Then it would be up to each nenber as

to whether they want to go or not.

CLYDE KI NG Yeah.

BOB WLSON: And, yeah...again, | can poll you folks

individually on that and see if we want to do sonething |ike
t hat .

CLYDE KI NG: You’re saying---.

MAX LEWS: I'd like to make a motion that we meet
her e.

MASON BRENT: I’11 second that motion that we meet

here and have the trip to Big Stone Gap as anot her day or a
day before event that nenbers can sign up for

CLYDE KING Do you agree with changing your notion

having a day before or day after in Big Stone?

MASON BRENT: That doesn’t need to be part of my

motion. | just second his---.
MAX LEW S: (I naudi bl e).
DENNI' S GARBI S: So, we have a notion that we have
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t he Cctober hearing here in Abingdon. W have a notion. W
have a second. All those signify, by saying yes.
(Al'l menbers signify yes.)

DENNI S GARBI S: | guess we have approval. Al those

not in favor, signify by saying no.
(No audi bl e response.)

CLYDE KING: 1I’d still like to go to Big Stone

soneti ne.

BOB WLSON: Again, if it’s satisfactory to

everybody, we’ll give everybody a chance to think about this
and then | will call each of you individually and see if
there’s sufficient interest. Last year, we set up a tour and
it kind of fell through at the | ast m nute because ot her
people had commitments and weren’t able to make it. I think
maybe if I talk to you on an individual basis, then we’ll
decide that and we’ll let you know obviously in plenty of
time on that.

DENNI S GARBI'S: No Breaks this year. They have

Christnas in Cctober---.

BOB W LSON: No Breaks.

DENNI S GARBI S: ---over there in the Breaks.

That’s when they closed earlier (inaudible). It kind of got

me in the Christmas spirit early. Anything el se?
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(No audi bl e response.)

DENNI S GARBI S: Thank you very nuch.
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STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wit:

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

G ven under ny hand and seal on this the 13th day
of Septenber, 2001.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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