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BENNY WAMPLER:  We'I| go ahead and call the neeting

to order. M nane is Benny Wanpler. |'m Deputy Director of
the Departnent of M nes, Mnerals and Energy, and Chairman of
the Gas & G| Board. |1'll ask the nenbers to introduce

t hensel ves, starting with M. Brent.

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

Ri chnond, and | represent the gas and oil industry.

KEN M TCHELL: My nane is Kenneth Mtchell. |'m

fromStafford County, Virginia. | ama citizen appointee on
t he Board.

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

the Attorney CGeneral here to advise the Board.
MAX LEWS: M nane's Max Lewis. |'m from Buchanan
County. |'ma public nenber.

CLYDE KING M nanes is Cyde King from Abi ngdon

a public nenber.

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.

BENNY WAMPLER: And the record will reflect that

Dennis Garbis is here and he just stepped away for a m nute.
The first itemon the agenda...well, let's do a

little housekeeping. M. WIlson, |I believe you said that the
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nunber two item on the agenda has been w t hdrawn.

BOB W LSON: Yes, sir. The staff received a letter

fromthe attorneys for Dart G| and Gas stating that all the
parties to the pooling had reached an agreenent and,
therefore, the pooling wouldn't be necessary. They were

w thdrawing the item

BENNY WAMPLER: So, itemtwo i s w thdrawn.

(M. Garbis entered the room)

CLYDE KING W introduced you anyway.

DENNI' S GARBI S: Thank you.

BENNY WAMPLER: ltemtw is withdrawn. There's a

request to conbine sone of the Board's agenda itens, three,
four and five...well, actually it's three, four, five and
six. There's a request to conbine those when we get to them
And nunber ni ne has been w thdrawn?

MARK SWARTZ: Correct.

BENNY WAMPLER. That's the Y-2. And a request to

conbi ne ten, eleven, and twelve on the agenda. So, wth
that, we'll go back to the first itemon the agenda which is
a quarterly report on the board escrow account; and M.

Wl son, you've distributed a copy and you're going to discuss
that with us now.

BOB W LSON: Yes. The bal ance in the escrow
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account as of close of business the nonth of March was

$6, 352, 499.53. That reflects deposits fromthe quarter of
$112, 730.67; interest earned $26,528.10; and di sbursenents
totaling a $180, 518. 62.

If you'll remenber fromthe |ast quarterly report,
that there was sone carryover in the disbursenent. W had
actually w thdrew sone di sbursenents in the previous quarter
that hadn't been paid until this quarter. So, the $180, 000
nunber actually reflects all of the noney that was physically
paid out of the account and not just the ones that were
approved here in the last quarter.

As in past reports, the fees of $5,000 per nonth
are shown on the account overview, but they have not been
withdrawn. They're withdrawn on a sem -annual basis. So,
they haven't been withdrawn yet. They're not reflected in
the final total

Qur earnings during this quarter were an astoundi ng
1. 74%rate and we'll discuss that nore in detail |ater

If you'll look at the second letter in your handout
that | gave you there, we're also having a change nade to the
account. The bank is doing this. Basically what has
happened is they are dropping the current vehicle in which

our noney is carried which was a commerci al high perfornance
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nmoney mar ket fund, investnent fund. They're discontinuing
that and replacing it with what's called the Governnent
Advant age Account. It's largely the sane thing, as |
understand, so far as performance is concerned. But it's
ai med nore at governnment accounts and it certainly neets al
the requirenent for governnent investing and this sort of
thing. The major difference that we're going to see is going
to be in the nethod of posting the interest. The interest
will still accrue as it does now, however, it will be posted
in arrears as of the statenent date as opposed to as of the
end of the nonth, which we're now getting it posted. So,
we'l | probably have one nonth recordi ng which we won't see
interest just while they catch up with this new accounti ng.
It doesn't affect the actual accrual. It nerely affects the
reporting.

The current rates that are shown in this letter
here are the rates...the historical rates since Decenber of
| ast year. They projected a 1.73% rate for March which
differs only slightly fromthe 1.74 we were getting in the
ot her account. And again, this is, fromny standpoint,
pretty nmuch a bookkeeping thing. They're just discontinuing
one vehicle and noving into the other.

The last letter in your handout there, after sone
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guestions we had earlier, mainly fromM. Garbis, we had the
bank check into sone possible other vehicles for getting a
little better return for the account. Basically, what they
have done here is shown us the various other things that are
avai l abl e in a non-managed secure account which has as its
bottom|line the preservation of the principal of the account,
whi ch, of course, is what we have to do. W have to at |east
preserve the principal. W cannot put any of that at risk.
As you can see, what they're show ng here is that the

Gover nnment Advant age, which is what they have us in now, is
the highest thing that they're showng in the table. They
also said that if we wanted to go into the process of

determ ning necessary liquidity of the account and this sort
of thing and if we wanted to get into a managed account, they
coul d possibly point us to sonething like that. But we're
nmovi ng i nto sonething that has nmanagenent fees if we do that.
We're also noving into sonething that would require sone
active managenent from us.

So, as it turns out right now, according to what is
presented here, it would be imediately avail able to us,
we're in the best thing that's available there. | would
leave it to you folks to decide if you want to del ve further

i nto managed accounts or anything like that to try to get a
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better return.

That's the extent of the report. We...we're still
pretty nuch the sane as we've been for the |ast several
nmont hs i nsofar as our working relationship is concerned. Qur
di sbursenents don't happen as quickly as we would |ike them
to. But, unfortunately, that's as nmuch as a problemw th our
process and our direction as it is the bank. In fact, 1'd
say it's probably pretty nuch that. So, we're working on
trying to get that straightened out. W nay actually try to
put together a little guidance docunent of how we prepare
these things so that we can nove it al ong and enabl e t he bank
to get the instruction and cut the check and that sort of
thing they have to do.

Any questions for ne or that | can carry back to
the escrow agent, |'d be glad to entertain?

MASON BRENT: | don't have any questions. |'d just

as soon stay away from specul ative investnent deci sions.

CLYDE KING  Anen.

BENNY WAMPLER: Yeabh. | think we're in...what |

thi nk that we apparently have achi eved here by the question
was the highest yield with the |least risk, you know, or no
ri sk account.

KEN M TCHELL: M. Chairman, | have a question
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BENNY WAMPLER: M. Mtchell?

KEN M TCHELL: | may have difficulty explaining

this because all three docunents are dated April the 15th.
was going to go by the date, but at this point, they're al
the sane thing. But I'mgoing to bring your attention to
this docunent right here. 1'mgoing to call it docunent one
because | don't have a better nane of it. It lists February,
January and Decenber, a three nonth yield.

BOB W LSON: Yes. This is the letter...this is a

letter that actually announces the change in the account.

KEN M TCHELL: Right. And then...but | also want

to bring your attention, and |I'mgoing to call this docunent
two because it's the 15th of April also, at the bottom of
docunent two, it |lists the annual percentage yield January,
February and March. So, it's a simlar conparison, but it's
not a good conparison because it lists January, February and
March on docunent two, but Decenber, January and February on
docunent one.

But let nme...let nme bring your attention to the
January on docunent one right here. On docunent one, Bob

BOB W LSON: Yes.

KEN M TCHELL: Docunent one shows January 1.71%

Goi ng back to the old account, which is on docunent two at

10
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the bottom of the page, is shows 1.78% On docunent one in
February, it shows 1.64. On docunent two at the very, very
bottom of the page it shows 1.74.

So, the...the...to ne we're getting a |l esser...
we're getting less. | nmean, assuming that his nunbers are
correct. Assum ng the nunbers he supplied are correct, we're
getting a | esser percentage.

He didn't give us a Decenber...he gave us a March
on docunment two and a Decenber on docunent one. | was
concerned there's no real good conpari son.

Item nunber two is the vehicle that they want
us...that they're requesting that they put us in or
requesting that we approve. |s that vehicle designed around
First Union. Is it their vehicle or is it another vehicle?

BOB W LSON: Yes. That, as | understand it, is

their vehicle.

KEN M TCHELL: Is their vehicle?

BOB WLSON: Their Governnent |nvestnment Fund

vehi cl e, yes.

KEN M TCHELL: Ckay.

BOB WLSON: Again, as | understand it, is

basically still a noney market account. But it's ained nore

toward governnment accounting necessity and this sort of

11
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t hi ng.

KEN M TCHELL: Well, no, and no offense to the

peopl e that wote these docunents, it would be a big feather

in their hat if we take our 6.39 mllion dollars and put it

into their vehicle. I'm..l don't want to |look a gift horse
in the nouth. But |'ve done it for years. | think |I've had
to doit for years. | think...and now |let me bring you over

to docunent nunber three, which is the big square box with
all the institutional listings on it. They show a wonderf ul
1.81 on the nmarket yield under Governnent Advantage, which is
the very first one listed. But when you | ook over here on
docunent one and docunent two, there are no 1.8s wth the
exception of the Decenber rating in docunent one.

To me, he's showing a rosy picture here conparing
it wwth Evergreen and ninety-one day U.S. T Bill and Federal
Fidelity Institutional and a ninety day bank CD. |'m not
sure that | personally...and |I'mjust speaking for ne only.
|"'mone vote. | can't help you or hurt you. But |I'm not
sure that we're getting a good bang for the buck. That's
just me speaking.

BOB WLSON: |If you'll notice on your docunent one,

they do give a projected for March of 2002, which is 1.73,

which is equivalent...essentially equivalent to 1.74 that

12
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they list on our statenent in your docunent. And his
statenent was that they expect these rates to continue to
clinmb. They are projecting that these rates continue to
clinb this year, although not extensively. But | can request
nore docunentation on these rates and things of that sort
if---.

KEN M TCHELL: 1...can | ask you, Bob, on that?

Wien he calls on docunent one, the first sentence in the | ast
par agraph, he says, "The projected yield for March of 2002 is
1.73%" However, when you go back to docunent two at the
very, very bottom of the page the 1.73 is not as good as any
of the previous 1.78, 1.74 and 1.74. He's showing us a great
projection, but it's lower than three nonths. AmIl...if |I'm
sayi ng sonething wong or if |'mm squoting sonething, |1
stand to be corrected. [I---.

SANDRA RIGGS: | woul d guess that they' re doing,

there are statutory requirenents for what they need to do in
order to neet for governnent funds. And what they' ve done is
created a separate fund so that they don't have to manage the
total noney market account to neet the statutory

requi renents. In other words, they're putting all their
governnent clients over into investnents that neet the

statutory requirenents instead of in the larger fund that's

13
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comm ngled wwth commercial clients, probably. So what they
can...|l would say the yield is sonmewhat dictated by what
those funds are invested in or how they nmanage those funds
and there are nore restrictions on governnent funds than
there would be commercial funds. |Is that why they' ve split
that noney market out into two separate accounts, one for
their governnment clients and one for their commerci al
clients?

BOB WLSON: | did not get an explanation on that.

Basically, it was ny understanding fromtalking to themthat
t hey have di scontinued that comercial noney market account
and this is what they noved our collateral into. As to
whet her they actually split off and created a second one for
the commercial, | couldn't say.

SANDRA RI GGS:  Ckay.

KEN M TCHELL: Bob, just ne personally, I'd like to

see sone nore information on that. | also would Iike to see
why they...why they insist that it be in a First Union
facility. Wiy isn't there another one out there that stil
has a non-nmanagenent fee and...| nean, we're paying them
$15, 000 every six nonths. So, we're paying them $30, 000 and
we're giving them6.39 mllion to investnent in whatever

vehicle that they invest in.

14
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BOB WLSON: | can certainly get that information

DENNI S GARBI S: M . Chai rman

DENNI S GARBI S: M. Garbis?

DENNI S GARBI S: Yeabh. I[f...first off, I'd like to

t hank you very nmuch for your response. | nean, | think
you' ve provided information here that's interesting.

Just looking at this, ny...and | don't know the
restraints of what the governnent requires as far as where
you can invest it. But ny...ny reaction to seeing ninety day
notes, obviously if you increase that to one eighty or one
year, maybe I'd...nmaybe |I would go for twenty-four or at the
nmost a thirty-six nonth CD. | think you would see the rates
woul d probably double, if not be two and a half tines as
much. But | don't know the, you know, the constraints that
you're working with. | nean, how |iquid...obviously, what
based on what |'ve seen here, the requirenent for liquidity
isn't all that nmuch based on what the withdrawal rate is that
' ve seen.

SANDRA RIGGS: In the past, |I think what the Board

did when it was the prior escrow agent, these guys were being
nore conservative. Didn't we split it 50/50 and we had one
50% | onger terminvestnents and projecting based on what

di sbursenments are? | think the Board nmade a decision to

15
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split...to split it up and put sonme of the noney into |onger
terminvestnents.

DENNI S GARBI S: Yeabh. | don't know that. | nean,

just by what |'ve seen, nmaybe that needs to be changed to 75%
| onger term anywhere fromone eighty to, you know, twenty-
four to thirty-six nonths and then the balance in ninety

days. If that's within the constraints of what, you know,

the law allows us. That's just a suggestion.

SANDRA RIGGS: That was...that was at a ti ne when

we really didn't have any trending for what disbursenents
were going to look like. | nean, people were anticipating
there could be a Court decision one day and we woul d enpty
this account out and we would need that kind of liquidity and
that's not the way it's developed. But there probably is
flexibility for the Board to nake sone deci sions on how nuch
has to be liquid and how far out you want to go in terns of

| onger terminvestnents. But the statutory requirenents on
where you can put the noney are not negotiable and | can get
that statute for you so that you can see what the guidelines
are in terns of what they can invest in.

BENNY WAMPLER: That would be if you get the terns

fromthe bank for all of these so that we can nmake a deci si on

li ke that. Make an i nforned deci sion.

16
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DENNI S GARBI S: | mean, it |ooks |like the

withdrawal rate is in the 5%

BENNY WAMPLER: Yeabh.

DENNIS GARBIS: So, | nean, if you were at, you

know, 15 or 20% absolute liquidity within a ninety day period
and you probably have that nuch to get it out at any rate---.

BENNY WAMPLER: Ri ght.

DENNI S GARBI S: ---and then the bal ance in

sonething longer term It mght nmake a difference. Well, |
know it would nmake a difference. But | don't know the
constraint of what the law allows us to do.

KEN M TCHELL: M. Chairman, can | make one fina

statenent---?

BENNY WAMPLER: Sur e. M. Mtchell?

KEN M TCHELL: ---and |I'll sit back quietly, or at

least I'Il try. The...the..Virginia has always been a
conservative state from an i nvestnent prospective. Al
counties...all cities and towns are restricted in reference
to how risky they can go into. Wen | say the word how
"risky," that's a very strong word because there is no how
ri sky when you're investing county funds or---.

BENNY WAMPLER:  Ri ght.

KEN M TCHELL: ---even state funds. There are a

17
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ot of restrictions and there are a lot of things...and |ike

| said, 1'd love to see them Sandra, by all neans.
SANDRA RIGGS:  Uh-huh. 1'Il pull that.
KEN M TCHELL: But | think...l think what we have

to look at, you know, this isn't Orange County, California
where they gave away the bank, you know. Many of you w ||
remenber that and they just went mllions and mllions into
the hole. But | think what we need to do is give a good

i nvestnment for the funds, which I think will increase the
fund and, you know, neke everybody happy. But | think that's
what Dennis is looking at and I think that's what |I'm| ooking
at is to get a good return for the investnent. Qur county...
our county buys and sells on a daily basis and | realize
that's too nuch...that's too nuch managenent for what we want
to do. But the return is better than a 1.6 or a 1. 7%

BENNY WAMPLER:  Any ot her questions or comments?

(No audi bl e response.)

BENNY WAMPLER.  So, do you have direction on what

you need to do? If you don't---.

BOB WLSON: | think so. M...ny understanding is

the Board would like to get nore information on these
possibilities. Nunber one, why is this in a First Union

vehi cl e as opposed to | ooking at sone other |ucrative

18
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vehicle? W need nore information on the rate projections
that he has shown and we need to get sone terns for what we
could expect if we split the account into Iiquid and non-
liquid portions and try to go for |longer terminvestnents.
If | understand that correctly, 1'll be happy to get that

i nformation.

BENNY WAMPLER: | bel i eve you have validation on

t hat .

BOB WLSON: Ckay. That's all | have.

BENNY WAMPLER:  The next itens on the agenda, we

have a request to conbine three, four, five and six on the
Board's agenda item |'ll call those as request from..a
petition from Buchanan Producti on Conpany for pooling of a
coal bed net hane unit under the Oakwood Coal bed Met hane Gas
Field | Oder. The first one is identified as W2, docket
nunmber VGOB-02-04/16-01...1"msorry, -1015. The second one
is W3, docket nunber VGOB-02-04/16-1016. The next one is X-
2, docket nunmber VGEOB-02-04/16-1017. And finally X-3, docket
nunmber VGOB-02-04/16-1018. W'd ask the parties that wsh to
address the Board in these matters to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

(Wtness is duly sworn.)

19
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ot her s.

havi ng been duly

foll ows:

QUESTI ONS BY MR

BENNY WAMPLER: The record will show there are no

You nmay proceed.

LESLI E K. ARRI NGTON

sworn, was exam ned and testified as

DI RECT EXAM NATI ON

SWARTZ:

pl ease?

Q

Q

> O > O >» O >

Ckay, Les, can you state your nane for us,

Leslie K Arrington.
Who do you work for?
Today?

Today.

CNX Gas.

L.L.C?

L.L.C

Ckay. And were you instrunental in either

preparing yourself, or having prepared under your direction,

20
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the four applications that we've conbined here for pooling
heari ng?

A Yes, | was.

Q Ckay. And, in fact, you've signed each of

the notices and each of the applications yourself, is that

correct?
A That's correct.
Q Who is the applicant on these four units?
A Buchanan Producti on Conpany.
Q And Buchanan Production Conpany is a
Virgi nia General Partnership?
A Yes, it is.
Q And it has two partners, one is CNX Gas,
L.L.C. and the other is Consol Energy, Inc., is that correct?
A That's correct.
Q | s Buchanan Production Conpany authorized to

do business in the Commonweal t h?

A Yes, it is.

Q Wo is it that the applicant, Buchanan
Production Conpany, is requesting be designated as the
Board's operator if these applications are approved?

A Consol Energy, Inc.

Q And Consol Energy, Inc. is a Delaware

21
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Corporation, is that correct?

A Yes...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 Now, sonetinme ago, and |I'mtal king about the
early '90s, did the nmanagenent committee of Buchanan
Production Conpany grant or delegate authority to third
parties to explore, develop and maintain its properties and
assets?

A Yes.

Q And as tine has passed, has that del egation
eventual ly cone down to Consol Energy, Inc.?

A Yes, it has.

Q Ckay. And so Consol has shoul dered those

responsibilities to manage the assets of Buchanan Production

Conpany?
A Yes.
Q And that's the reason for the request?
A Correct.
Q Now, these are...all four of these units are

Gakwood | units, correct?
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A That's correct.

Q They all contenplate that there woul d be one
frac well?

A Correct.

Q They contenpl ate devel opnment fromthe tiller

seam of coal on down?

A Correct.

Q And they're all standard 80 acre units?

A Yes, they are.

Q And in each instance the well location is
within the drilling window, is that correct?

A Yes, it is.

Q Ckay. There are anended exhibits with

these...with each of these units, correct?

A That's correct.

Q And they are contained within the exhibit
packet that you passed out to the Board today?

A Yes, it is.

Q Is it...is it fair to assunme that the reason
for the anmendnent of the substantive exhibits B-2, B-3 and A
page two, is because you've been able since you filed to
| ease nore fol ks?

A. Yes. There's four individuals we'd like to
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dismss. Scotty Carter Boyd, Nancy Cook, Mrshall Boyd and
Franklin C evinger.

Q Okay. And those dismssals...strike that.
Is it true that the respondents are the sane in each of these

four units?

A Yes, they are.
Q So, that a request for a dismssal wth
regard to those four folks, and I'll repeat that, Scotty

Carter Boyd, Nancy Cook, Marshall Boyd and Franklin
Cl evinger, would be that they would be dism ssed from al

four of the units?

A Yes.

Q Have you obtained | eases fromthenf? |[|s that
reason?

A Yes, we have.

Q Ckay. And then that, of course, then shifts

the percentages and so forth and that's why we have sone of
t he anended exhibits, right?

A Yes.

Q Ckay. Wiy don't you pass themout? And
have you prepared today sone notes that summarize the...sone
of the relevant matters that we usually di scuss concerni ng

t hese four units?
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A Yes, we have.
Q And the sheet that Anita is passing out,

which is the sunmary sheet concerning group one, which would

i nclude these four units,---?
A Yes.
Q ---have you updated the percentages and

other information there so that you capture the infornmation
fromthe anendnments as opposed to the original information?

A Yes, we have.

Q Ckay. And then there's one handwitten
change because we caught a depth issue?

A Correct. We did, on W2.

Q Ckay. Now, what did you do with regard to
these four units to notify the respondents of the hearing
t oday?

A Yes. We mailed it by certified mail/return
recei pt requested on March the 15th of 2002, and | believe we
published themall in the Bluefield Daily Tel egraph. W2
unit published on March the 26th of 2002; the W3 unit
publ i shed March the 25th; the X-2 March the 25th; and the X-3
on March the 23rd of 2002 in the Bluefield Daily Tel egraph.

Q And when you published these things, what

did you publish?
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A The notice of hearing and rel ated rel ocation
map.

Q And within the docunents or the exhibits
that you' ve provided to the Board today, have you incl uded
your certifications with regard to mailing, copies of return
recei pts and the publisher's certificate with regard to

publ i cations?

A Yes, we did.

Q Ckay. Do you want to add any respondents
t oday?

A No.

Q What | ease terns have you offered, in

general, to the folks that you' ve been able to | ease and
woul d you be prepared to offer to the folks that you stil
haven't obtained | eases fronf

A Yes. For our standard coal bed net hane
| ease, it's a one-eighth royalty, a $1 per acre per year for
a coal bed nethane | ease and a five year paid up term

Q And woul d you reconmend those terns to the
Board with regard to any fol ks that mght ultimtely be
deened to have been | eased?

A Yes, we woul d.

Q And if I"mnot mstaken, | think you have
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permts for each of these wells, correct?

A Yes, we do.

Q And it looks |ike that they' ve all been
drilled?

A Yes, they have.

Q kay, let's take themone at a tinme here.

Wth regard to W2, you've got an anended Exhibit B-2, a

revised B-3 and a revised Exhibit A, page two, correct?

A That's correct. Uh-huh

Q What interest are you seeking to pool in W
27?

A We're seeking to pool 10.027% of the coal,

oil and gas, coal bed net hane.

And al so the coal, correct?

Yes.

So the coal, oil and gas interest---?

O the coal, oil and gas, yes.

Ckay. And how nuch have you | eased in W2?
89. 973%

O all the clains?

Yes.

How much of the coal is | eased?

> o » 0 » O >» O >» O

A 100%
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Q Ckay. Tell the Board whether or not escrow
I's required?
A No, it is not. W have addresses for all of

t he respondents.

Q Okay. And the rest of the information
pertains to the well, correct?

A That's correct.

Q And with that change to 2371, have you

corrected that infornmation?

A We did.
Q Ckay. Just to alert the Board to what we've
changed. If you look at the well cost exhibit for this unit,

W2, there was for sone reason that we can not explain, it

showed total depth of 1671.1, correct---7?

A Correct.
Q ---which is obviously an error? And if you
add the contract drilling footages together, you conme up with

t he nunber that we've reproduced?

Yes. It was 2371.

Ckay.
A That's the depth that was reported on the
conpl etion report.
Q Ckay. Now, with regard to W3. Again, we
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have anmended exhi bits which we've passed out to the Board
t oday, correct?

A That's correct.

Q And this...what interest are you seeking to
pool in W3?

A In W3, we're seeking to pool 10.00982% of
the coal, oil and gas, coal bed net hane.

Q And what have you | eased?

A W' ve | eased 89.99018% of the coal, oil and

gas, coal bed nethane. W have 100% of the coal |eased bel ow

this unit.

Q And escrow s not required here either?

A No.

Q Correct?

A Correct.

Q And then you' ve reported the well
information on the summary sheet as well, correct?

A Yes, we have.

Q Wth regard to X-2, okay, you've got...
don't have the...yes, | do. Wth regard to X-2, we've got

three revi sed substantive of exhibits, correct?
A. Correct.

Q And what are we seeking to pool...what

29



© 00 N o o b~ w N P

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

)
1

i nterest and what percentage are we seeking to pool in X-2?
A We're seeking to pool 7.154% of the coal,
oil and gas, coal bed nethane interest. W have | eased
92. 846% of the coal, oil and gas, coal bed nethane interest.
We have a 100% of the coal |eased beneath this unit; and al so
inthis unit, there's no escrow required.
Q And then the sunmary exhibit then sets forth

the well nane and permt nunbers---7?

A Yes.

Q ---and the other information regard to the
well, correct?

A Yes, it does.

Q Ckay. And lastly, with regard to unit X-3,

again, we've got sone anended exhibits, correct?
A Correct.
Q And those have been passed out to the Board

today and are B-2, B-3 and Exhibit A page two, correct?

A Correct.
Q What are we seeking to pool in unit X-3?
A X-3, we're seeking to pool 3.426% of the

coal, oil and gas, coal bed nethane interest; and we have
| eased 96.574% of the coal, oil and gas, coal bed net hane

interest. W have | eased a 100% of the coal beneath this
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unit, and there's no escrowrequired in this unit also.

Q And, again, with regard to CBM wel | X-3,
you' ve reported here the sunmary information that we usually
give to the Board pertaining to the well?

A That's correct.

Q Ckay. Is it your opinion that the
devel opment plans for these four units there are disclosed by
the application and the related exhibits represent a
reasonabl e plan to devel op coal bed nethane fromw thin and
under these units?

A Yes, it does.

Q And is it your recomrendation to the Board
that the Board approve these applications as a nethod and a
means of protecting the correlative rights of all owners and
claimants to the coal bed net hane?

A Yes, we do.

Q That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

CLYDE KING | nove we approve.

BENNY WAMPLER: | have a notion to approve. |Is

there a second?

DENNI S GARBI S: | second.
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BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: W need to take a tinme out for just a

couple of mnutes if we can.

BENNY WAMPLER. Ckay. W'Il| take a five mnute

br eak.
(Of record.)
BENNY WAMPLER.  Ckay, the next itemon the agenda

is a petition from Buchanan Production Conpany for pooling of
a coal bed nmet hane unit under the Cakwood Coal bed Met hane Gas

Field | order identified as Z-7. This is docket nunber VGOB-
02-04/16-1020. We'd ask the parties that wish to address the
Board in this matter to cone forward.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.
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LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I"'mgoing to rem nd you you're still

under oath, okay.

A Yes.

Q Who do you work for at 9:44?

A CNX Gas, L.L.C

Q Ckay.

A And it's Conpany, L.L.C

Q Ckay. Wio's the applicant with regard to

this application?

A Buchanan Producti on Conpany.

Q Did you either prepare the applications and
rel ated docunents or have them prepared under your
supervi si on?

A Yes, | did.

Q Ckay. And have you signed personally both
noti ce and the application?

Yes, | have.

Q And this application seeks to pool an
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Cakwood | unit, right?

A Yes, it does.

Q And fromthe plat, we can tell that there's
one well proposed and it's actually in the drilling w ndow?

A Yes, it is.

Q Ckay. Because this would be an Gakwood |

unit, you're contenplating production of coal bed nethane gas

fromthe Tiller Seam on down through the use of one frac

well, right?
A Yes.
Ckay. This well has been drilled?
A Yes, it has.
Q It has a permt nunber---?
A 4945.
Q -03?
A -03. We've done three nodifications to it.
Q Ckay. Wiat is your estimate with regard to

actual cost conbined wth proposed costs?

A Qur costs are $99,272.18, drilled to total
depth of $2,062.90 feet.

Q And what interest are you seeking to poo
here?

A. W have 100% of the coal, coal bed net hane
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interest | eased and we have 93. 7875% of the oil and gas,
coal bed nethane interest. W're seeking to pool 6.2125% of
the oil and gas, coal bed nethane interest and we have a 100%
of the coal |eased beneath this unit.

Q Ckay.

A This unit does require escrow due to one
address unknown and conflicting clains.

Q And so you've got Exhibit E as part of the
application?

A Yes. Yes, we do.

Q And have sone folks entered into split

agreenents here?

A Yes, there has.

Q And are they identified in Exhibit W

A Yes, they are.

Q So, although...so the order ultimtely would

request provide that people whose noney woul d ot herw se be
escrowed that their split agreenents be honored and that they
be...we'd be allowed to pay themdirectly?

A Yes.

Q The...what did you do to notify the appl
...the respondents here?

A We published it in the Bluefield Daily
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Tel egraph on March the 22nd of 2002. It was mailed

by...well, it wasn't mail ed.

Q It wasn't mail ed?

A But it would have been mailed on March the
15t h.

Q And when you published, what did you
publ i sh?

A The notice and associ ated | ocati on map.

Q Now, Howard and Tiller were huge | andowners

inthis part of the worlds, correct?
A Yes, they were.
Q And fromtinme to tinme, there are unconveyed

interest that turn up, correct?

A Yes, there is.
Q And so we see this fairly often in pooling
applications. | nean, if you kept track over the years. And

what we've got here is an unconveyed, or reserved interest,
into the Howard and Tiller Estates which have not been
accounted for, you know, nore than a 100 years.

A That's correct.

Q And that's why you're unable to mail or
identify thenf

A. That's correct.
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Q Ckay. kay, who is the applicant requesting
be appoi nted as desi gnated operator?

A Consol Energy, Inc.

Q Ckay. Buchanan Production Conpany is a
Virginia General Partnership, right?

A Yes, it is.

Q It has two partners that are Consol Energy,
Inc. and CNX Gas, L.L.C. ?

A That's correct.

Q Buchanan Production Conpany is authorized to
do business in the Commonweal t h?

A Yes, it is.

Q Consol Energy, Inc. is a Del aware
Corporation authorized to do business in the Comonwealth,
whi ch has registered with the Departnent of Mnes, Mnerals
and Energy and has filed a bl anket bond, is that correct?

A That's correct.

Q In the early '90s, did Buchanan Producti on
Conpany del egate the responsibility to explore, devel op and
maintain its properties and assets to third parties?

A Yes, it did.

Q And at this present tinme is Consol Energy,

Inc. the person that has...or the conpany that has accepted
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t hat del egation of responsibility?

A Yes, it has.

Q And is that why Consol Energy, Inc. is
seeking to be appointed or Buchanan Production Conpany is
seeking to have Consol Energy, Inc. appointed as designated
oper ator?

A Yes.

Q Have you listed all of the respondents in
your notice?

A Yes, we did.

Q Can | assune that you do not want to add or
subtract any respondents today?

A That's correct.

Q And your notice has been solely by
publication for the reasons expressed?

A Yes, it was.

Q What | ease terns would you offer in the
event that heirs stepped forward, and woul d you reconmmend to
the Board be asserted in their order to deal with the matter
of deemto have been | eased?

A Qur standard coal bed net hane | ease is $1 per
acre per year for a coal bed nethane |lease with a five year

paid up term and one-eighth royalty.
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Q The...l"mnot sure that we covered the

well...what's the well depth here?
A Yes, we did.
Q Dd we? GCkay. GCkay. The...is it...is it

your opinion that the devel opnent plan disclosed by the
application and the exhibits specifically one frac well in
this unit to develop gas fromthe Tiller on down is a
reasonabl e plan of devel opnment for this unit?

A Yes, it is.

Q s it your recommendation to the Board that
the Board pool this unit and include these unknown or
unl ocat eabl e peopl e so that production can proceed and yet
everyone who has clains or interest in the unit wll be
prot ect ed?

A Yes, it is.

Q Ckay. That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

KEN M TCHELL: M. Chairman, | have one technica

question. It doesn't concern the well per se, but it
concerns procedure.

BENNY WAMPLER: Go ahead, M. Mtchell.

KEN M TCHELL: When |...when | |ooked at item four
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and item seven, on the very |l ast page of itemfour on
your...on your notary of due diligence and item seven on the
| ast page, which is the notary of due diligence, the sane
notary signed it. She signed it the sane date, but yet she
gave two different dates as her conm ssion expiration. |
know there's a sinple explanation sonewhere. Itemfour shows
her comm ssion expiring 11/30/02. That's the |ast page of
itemfour. Itemseven, which we're working on right now
shows her expiration expiring 11/30/05, but she signed them
on the sane date. And | realize they're renewabl e every six
years, but ironically she signed these the sane date. | know
there's a great |ogical explanation. But | just thought you
m ght nmention it to her.

LESLIE K. ARRINGTON: | will.

BENNY WAMPLER:  Any ot her questions or comments?

(No audi bl e response.)

KEN M TCHELL: | nove for approval

DENNI S GARBI S: | second it.

BENNY WAMPLER: Mbtion to approve and a second.

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

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Buchanan Production Conpany
for pooling of a coal bed nethane unit under the Gakwood

Coal bed Methane Gas Field Il order identified as F-17. This
i s docket nunber VGOB-02-04/16-1021. W'd ask the parties
that wish to address the Board in this matter to cone forward
at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane for the
record.
Leslie K Arrington.

Who do you work for?
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CNX Gas Conpany, L.L.C.

Are you here on behal f of the applicant

t oday?
A Yes, | am
Q And who's the applicant?
A Buchanan Producti on Conpany.
Q Did you either prepare or caused to be

prepared under your supervision the notice, application and
rel ated docunents with regard to this pooling application?

A. Yes, | did.

Q And you, in fact, signed both the notice and

the application?

A Yes, | did.

Q This is an application under Gakwood 11,
correct?

A It is.

So, we're going to be tal king about panel
production fromnultiple | ongwall panel s?
A That's correct.
Q And we're going to be tal ki ng about
production fromthose panels on an active gob basis under
Gakwood |17?

A. That's correct.
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Q

The. .. have you listed all of the respondents

in both the notice and Exhibit B-3?

A Yes, we have.

Q Were you able to mail to then?

A Yes, we were.

Q And when did you mail ?

A W mailed it on March the 15th of 2002 by
certified mail/return receipt requested. It was al so

published in the Bluefield Daily Tel egraph on March the 22nd

of 2002.

Boar d?
A
Q
wi th the Board?
A
Q
A

| ocati on map.

Q

Did you get receipts back fromthese fol ks?
Just to check and make sure. Yes, we did.

Ckay. And you've filed those with the

Yes, we did.

And you' ve also filed proof of publication
Yes, we have.
When you published, what did you publish?

The notice of hearing and associ at ed

Do you want to add or subtract any

respondents today?
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A No, we do not.

Q What interest are you seeking to pool ?

A We're seeking to pool 22.675% of the coal,
oil and gas, coal bed nethane interest. W have | eased
77.325% of the coal, oil and gas, coal bed nethane interest.

Q Have you actually had | ease negoti ations
with these fol ks over the years?

Yes, we have.
And have never been able to reach terns with
t henf?
A That's correct.
Q And their history since we've been pooling

themw th sone considerable regularity lately, correct?

A Correct.

Q And their history has been to participate?
A Yes, it is.

Q VWhat is the well cost on this unit?

A The well...the unit cost---.

Q |'"'msorry. The allocated unit cost?

A The allocated unit cost is $219, 309. 77.

Now, that's allocating one well for three |ongwall panels.
Q Now, let's go...let's look at that as | ong

as we've started down that path. If you |ook at Exhibit B-3,
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let's start with that, which is a peace of paper that's
si deways in your...in your packet. For each...for the
coal bed net hane cl ai ns under the coal estate and the oil and

gas estate you' ve got...you report the acres in the unit,

right?
A Yes.
Q And then a total percent of the unit?
A Yes.
Q And that total percent of the unit would be

the percentage that these folks would use if they wanted to
partici pate?

A Yes.

Q So, they would take the 22.6750%tines the
all ocated cost to get a participation dollar?

A That's correct.

Q Wth regard to royalty, though, we have
al l ocate production to individual |ongwall panels, is that
correct?

A That's correct.

Q And so for each panel that affects this
particular 80 acre unit, we have a separate colum and an
i nterest expressed?

A. That's correct.

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

Q So, froma royalty standpoint the last or
the three right hand colums on Exhibit B-3 would pertain to
royal ty?

A It woul d.

Q Now, let's go to Exhibit, page one, which
| ooks like this. Tell the Board what you' ve done here.

A VWat |'ve shown there is there is four
| ongwal | panels in the VP-1 m ne, nunber two, three and four
east panels, and |'mallocating one well per |ongwall pane
to renove the gas fromthat area. And | have associ ated
costs listed for each panel and then |I've allocated it
according to the longwall panel |length and width in doing
that multiplication and comng up...if you notice at the
bottom you'll see each panel. For F-17, the four east
panel, the three east panel, the two east panel and its
associ ated costs with the total cost for the F-17 unit of
$219, 309. 77.

Q Now the allocation, let's just go up to the
four east longwall allocation. 1Is it true that what you have
done is calculated the total area of the entire panel?

A Yes.

Q And then placed the acreage or area of the

panel in the various units and done the nath to get the

46



© 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

percentage...the allocation percentage?
A Yes, we did.
Q Ckay. And for exanple here, in the four

east longwal|l panel, that's being allocated anong six units?

A Yes, it is.
Q And the other panels are allocated as
i ndi cat ed?
A Yes, they are.
Q So, can you tell the Board whether or not

you actually have nore wells in these panels than one?

A No, | do not. This is an old m ne area.
Q Ckay. This is...you' ve got one per
panel ---7?
A Yes.
Q ---and it's not the typical situation where

we' ve got the dozen?

A No, it is not. These are actually new
drilled wells.

Q Ckay. That you're going to be producing

...that you know you're going to be producing?

A. That's correct.
Q Ckay. |s escrow required here?
A. "Il have to look. WIlIl, no, it is not.
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Q Okay. Because we know who the fol ks are?

A That's right.

Q Ckay. And we know where they are?

A Yes, we do.

Q Ckay. The well cost estinmate is what?

A The well cost or the unit cost?

Q Yeah. The unit cost---7?

A 219---.

Q ---is the 219 we've tal ked about ?

A Yes.

Q And that's...and that...and the percentages
woul d be as described on B-3---?

A Yes.

Q ---times that nunber?

A Uh- huh.

Q Ckay. Let ne see here. And what | ease

terms woul d you request that the Board insert in its order
wth regard to the deened to have been | eased provision?

A Qur standard coal bed nethane | ease terns are
a $1 per acre per year, with a five year paid up term wth a
one-ei ghth production royalty.

Q Ckay. Is it your opinion that the

devel opnent plan for the active gob under this unit as
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di scl osed by this application is a reasonable...reasonabl e
met hod to produce coal bed net hane?

A Yes, it is.

Q And are you requesting that the Board pool
t hese conpanies that you' ve |isted as respondents to all ow
devel opment to proceed and to protect...and at the sane tine
protect the correlative rights of all clainmnts and owners?

A Yes, we are.

Q That's all | have.

BENNY WAMPLER.  Did you cover the ownership

i nformati on, the percentages?

MARK SWARTZ: Oh, | may not have. Well, | think I

di d.
LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: But we'll do it again.

LESLIE K. ARRINGTON: W're seeking to pool---.

BENNY WAMPLER: She has confirmed it. | was

| ooki ng at sonething else at the tine.

MARK SWARTZ: No probl em

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

CLYDE KING | nove we approve.
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BENNY WAMPLER: Mbtion to approve. |s there a

second?

KEN M TCHELL: Second.

BENNY WAMPLER: | have a notion and a second. Any

further discussion?
(No audi bl e response.)

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

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Itemnine is

w thdrawn. W had a request to conbine ten, eleven and

twel ve and you have...if you'll flip your sunmmary sheet, ten,
el even and twel ve sunmary sheet that has been passed out.
"Il go ahead and call those.

This is a conbined request for three petitions from
Pocahontas Gas Partnership for pooling of a coal bed net hane
unit under the Mddle Ridge I, Coal bed Methane Gas Field
O der identified, the first one, as AZ-111, docket nunber
VGOB- 02- 04/ 16-1023; the next one is BA-111, docket nunber
VGEOB- 02- 04/ 16- 1024; and finally BA-112, docket nunber VGOB-
02-04/16-1025. W'd ask the parties that wish to address the
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Board in these matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: We...I1'Il also call the Board's

attention to the fact that we have a letter that was
addressed to ne from M. Janes Rasnake objecting to these
applications. Do you have the letter, M. Swartz---7?

MARK SWARTZ: Yeabh.

BENNY WAMPLER. - --and acconpanyi hg docunent ati on?

(Distributes exhibits.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, you need to state your nane

for the record.

A Leslie K Arrington.

You're still under oath, right?
A Yes.
Q Who do you work for?

>

CNX Gas Conpany, L.L.C
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Q | think it's CNX Gas, L.L.C. Are you sure
there's a conpany?

A CNX Gas Conmpany, L.L.C

Q Ckay. | know they keep ne confused.

CLYDE KING Wiat's it going to be next tine?

DENNI S GARBI'S: Swartz Gas Conpany.

MARK SWARTZ: Ain't going to happen.

Q Who's the applicant on these three
appl i cations?
A Pocahontas Gas Part nershi p.
Q Ckay. Now, is Pocahontas Gas Partnership a
Virgi nia General Partnership?
A Yes, it is.
Q Are its two partners Consolidation Coal
Conpany and Consol Energy, Inc.?
A Yes, it is.
Q Ckay. Wio are...who is the applicant
requesti ng be designated the Board's operator?
A Pocahontas Gas Part nershi p.
Ckay. |s PGP or Pocahontas Gas Partnership
aut hori zed to do business in the Commonweal t h?
Yes, it is.

Q Has it registered with the Departnent of
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M nes, Mnerals and Energy and does it have a bl anket bond on
file as required by | aw?

A Yes, it does.

Q Have you listed all of the respondents in
the notice of hearing and in Exhibit B-3?

A Yes, we did.

Q kay. And to the extent that you had

addresses for those folks, did you mail to thenf

A Yes, we did.
Q And when was that?
A. W nmailed on March the 15th of 2002. And

the unit AZ-111 was published in the Bluefield Daily
Tel egraph on March the 27th. BA-111 was published March the
26t h and BA-112 March the 27th.

Q Do we have a sunmary sheet for---?
A Yes, we have.
Q You've got it, okay. Are the...do you w sh

to add any respondents or subtract any today?

A Vll, we do...would like to dism ss severa
parties.

Q Have you passed out a group two sumrary
exhibit to the Board today?

A. Yes. It was the second sheet attached and
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it has a group and persons that we would like to dism ss.

Q Ckay. You probably need to read those into
the record.

A Ckay. Sure. GCeneva Cotsmre, Della
Meadows, Margaret Kl effrman, Doris Smth, Janmes Massie, Ruby
and Leroy Lester, G adys Puckett, Mary Keen, WIIiam Ear |
Ri chardson, Nel son Ri chardson, Alice Marie Misick, Betty
Doty, Violet Dunn, Ellen Fletcher, Betty Nuckles, R chard E
Rose and Arcel Rose.

Q And why is that you're seeking to dismss
t hese fol ks?

A We either |eased themor purchased it. |
assune we've | eased those interests.

Q Ckay. And Exhibit B-2, the additiona
exhi bit that we've submtted today, would be a |list of those
f ol ks?

A Yes, it is.

Q Ckay. And then we've revised Exhibit B-3,
E, EE and A, page two because we've got percentage changes

here because of these additional |eases?

A That's correct.
Q Ckay. D d you publish as well?
A Yes.
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Q Ckay. And you' ve provided the publication
and the mailing information in the additional exhibits that

you' ve given to the Board?

A Yes, we did.

Q Ri ght ?

A Uh- huh.

Q And so to the extent that there are return

recei pt cards, the Board has themand then there's a
spreadsheet |isting, you know, the dates of mailing and
address data and so forth?

A That's correct.

Q Ckay. Wth regard to all three of these
units is a fact that there is escrow required, correct?

A Yes, that's correct, it is.

Q Ckay. And in each of these units, there are
al so sone split agreenents?

A There is.

Q And so when the Board drafts its orders, it
needs to be sensitive to the fact that there are fol ks whose
interest would be authorized to be escrowed who have reached
agreenents that allows us to pay themdirectly?

A That's correct.

Ckay. These units are Mddle...all three of
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themare Mddle R dge units, correct?

A That's correct.

Q And all three of them contai ned 58. 74 acres,
is that correct?

A That's correct.

Q And in the event the Jawbone Seamis bel ow
dr ai nage, the production here would be coal bed net hane gas
fromthe Jawbone on down?

A That's correct.

Q Ckay. Wth regard to the wells, we're

proposi ng one well per unit, correct?

A That's correct.

Q And the plats here indicate that each of
these wells is actually within the drilling w ndow?

A That's correct.

Q And the well information, have you

summari zed that in your group two exhibit for the Board?

A Yes, we have.

Q Ckay. Wiy don't you go through the units
one at a tinme and advise the Board the interest that we're
seeking to pool and what we've obtai ned.

A Ckay. In each one of these units, we have a

100% of the coal |eased for the coal bed net hane; and al so
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have a 100% of the coal |eased below this unit. W have

96. 6817% of the oil and gas, coal bed nethane | eased in AZ-
111. We're seeking to pool 3.3183% of the oil and gas,

coal bed nethane interest in AZ-111. In BA-111, we have 100%
of the coal owners, coal bed nethane interest |eased and
97.93840% of the oil and gas, CBM|eased. W're seeking to
pool 2.0616% of the oil and gas interest, coal bed nethane
interest. W have a 100% of the coal |eased beneath this
unit. BA-112, we have a 100% of the coal |eased and a 100%
of the coal owner CBM | eased. W have 64.23807% of the oi
and gas owners, coal bed nethane interest and we're seeking to
pool 35.76193% of the oil and gas, coal bed net hane.

Q And what terns have you offered the fol ks
that you' ve obtained | eases fromand woul d you be prepared to
| ease additional outstanding interest for?

A Yes. Qur standard coal bed net hane | ease is
a $1 per acre per year with a five year paid up termwith a
one-ei ghth production royalty.

Q And you would ask, | take it, that the Board
insert those terns in any order it mght enter with regard to
pooling these units?

A Yes, we woul d.

Q Ckay. Is it your opinion that the plans
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di scl osed by the various exhibits here represent a reasonable
nmet hod to devel op the coal bed net hane gas fromthese Mddle
Ri dge units?

A Yes, it is. One additional coment, we
woul d also like to dism ss David Bl ankenship. He was |isted

on the Exhibit B-2 and he is not an owner.

Q Ckay. And he was omtted fromthe group two
exhi bit?

A Yes, it was.

Q But he's in the B-2?

A He's listed on the B-2---.

Q Ckay.

A ---as not an owner, though.

Q Are there any other folks that you want to
dismss at this point?

A No.

Q | s there anybody you want to add?

A No.

Q Ckay. Is it your recommendation to the

Board that they approve these three petitions, pooling
applications, to protect the correlative rights of all owners
and cl ai mant s?

A. Yes, it is.
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Q Have you had di scussions with M. Rasnake in

the past wwth regard to his clains?

A | have not.

Q Have you exchanged correspondence with hinf
A Yes, we have.

Q Ckay. Have you...do you have a title | awer

that you generally work with?

A Yes, we do.
Q Wio is that?
A. It's David Altizer with the firmAltizer,

VWl k and Wihite in Tazewell, Virginia.

Q Ckay. And did you request that M. Altizer
and his firmspecifically |ook at sonme of M. Rasnake's
clains?

A Yes, we did.

Q And this has been an ongoing issue, by that
| nmean it surfaced in Decenber or January of this year?

A It actually surfaced in Decenber and I
requested David Altizer take a...revisit sone docunents that
we were given by...actually by M. Wlson. W had himreview
that and he gave us a letter on January the 10th. Fromthat
letter, we drafted these applications.

Q Ckay.
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A That's where we're at today.

Q Just to put this in perspective. If we | ook
at M. Rasnake's letter, he is apparently claimng about a
48% i nterest, correct?

A In the Jacob Fuller Heirs, yes.

Q kay. And if we look at, just take AZ-111

for exanple, we're showi ng himat page four of eight on

Exhi bit B-3.
A Uh- huh.
Q Let nme see, actually |I probably need to go

with a revised exhibit. So, let's |look at the stuff that was
passed out today.

A On the bottom of page two.

Q Ckay. In the revised exhibit, the 4/11

Exhi bit B-3, Janes Rasnake is |isted at the bottom of page

two now.
Yes.
And we're showi ng what percentage in the
unit?
A Well, we're showi ng percentage in the
unit---.
Q Wll, let's just start with that.
A Ckay. Yeah, 0.0552%
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Q Ckay. Now, to conpare apples to apples, if
we...if we ook at his letter, he's saying tract...go to the
application. The tract that we're tal king about is a tract
that, when we |l ook at the plat, it's this little triangle
down in the corner here, Tract 1G--.

A Yes.

Q ---is the portion of this larger tract that
intersects in the exanple we're using, AZ-111. M. Rasnake
isin his letter saying |I've got a 48% interest in that

tract.

That's

| nean,

o > O >

saying. And it is your

that tract?

tract

correct.

that's---.

That's what he's sayi ng.

---the sum and substance of what he's

position that he has what interest

A Ckay. It's 1.8519%
Q In that tract?

A In that tract.

Q Ckay.

inthis unit?

Because it was 1.75 acres of that

A. Correct.

MARK SWARTZ:

At this point,
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unusual step of testifying. So, | guess you have to put ne
under oat h.
(Mark Swartz is duly sworn.)

MARK SWARTZ: My nanme is Mark Swartz. |'m an

attorney. | have an office in Abingdon, Virginia. | have
reviewed underlying title docunents with regard to M.
Rasnake' s cl ains on nunerous occasions. | have acquired
copies of title docunents pertaining to his clains. | have
reviewed in detail M. Altizer's title opinions, but |'ve
al so reviewed the docunents that those title opinions were
predi cat ed upon.

M . Rasnake nakes a collection of clains pertaining
to...to sinplify this, basically three parcels, a 68 acre
tract, a 75 acre tract and 72 acre tract. W have been here
before with regard to the 68 and 75 acre tracts and today
we're dealing with the 72 acre tract.

To give you a feel for where these are |ocated, the
three units that we're here on today are AZ-111, BA-111 and
BA-112 and |'ve sort of outlined themin yellow They
intersect in various...to various extent, a 72 acre tract.
The one that we're tal king about right now, AZ-111, just
catches this little triangle corner. Wen we get to BA-112

you're see that it's a nmuch nore significant portion of the
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unit.

The tracts that we have been here with regard to
before are over to the west and nore in the area of AX-108,
109 and so forth. The tracts to the west were dealt with in
a chancery action in a partition case. The tracts that we're
involved with today in ny...well, in my opinion, were not
addressed because they just sinply weren't in the partition
action. I'mgoing to talk alittle nore about the partition
action and the 72 acre tract in a nonent. But it is
inportant to recall, as we go forward here, that the
partition action had one outcone with regard to M. Rasnake's
nmot her and the 72 acre tract which was not, in ny opinion,
part of the partition action would have a conpletely
different outcone with regard to M. Rasnake's nother and
ot her people that he has sought to acquire interest from

The chancery action was commenced, and | have the
paperwork that M. Rasnake obtai ned from R chnond because
it's actually on file there, was comenced because the Jacob
Ful l er Heirs, sone of themreceived deeds during their Dad's
lifetime and he essentially did sone estate planning while he
was alive. But two of the heirs, WIlliamT. Fuller and Laura
Ful ler, did not get their shares while Jacob Fuller was

alive. | don't recall whether or not W T. Fuller was a
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m nor, but Laura was certainly a mnor at the tine that this
partition action was comrenced. The partition action...M.
Rasnake argues that the partition action dealt with all of
Jacob Fuller's interest in oil and gas and coal that he owned
at the tine he died. That's what M. Rasnake says.

The chancery action, however...the chancery action
dealt with a collection of parcels and these are actually the
maps from 1917 or so that were filed with the Court as part
of the chancery action. The tracts and the |ands that were
at issue in the chancery action that were divi ded between
Laura Fuller and W T. Fuller are depicted on this map. Wen
we...and we have platted these...this tract that was divided
on our Qakwood...on our Mddle Ridge grid system So, we
know pretty much where this is and we know that the | ands
that were divided in the chancery action were over here and
are not in the 72 acres.

Now, what M. Rasnake has contended, and what we
have spent a fair anount of tinme trying to determne, is
whet her or not the chancery action dealt with interest beyond
t hose depicted on this nmap. Having reviewed the map, having
reviewed the Court's several orders to the comm ssioners, the
Court actually ordered the comm ssioners divide the | ands

that I've just shown on the map into two parcels and then the
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Court had them convey those to Laura and W T. Fuller. Let
me find that portion of the chancery order. Ckay, the

conmi ssioners on 10th day of Decenber, 1917 reported to the
Circuit Court for Russell County and gave the descriptions of
Tracts 1 and 2, which |I've just shown you the map of those
tracts, and gave the netes and bounds description of those

two tracts and said "we laid off and allotted to Laura Fuller

| ot nunber one."” So, we have a defined tract that was
allotted to Laura Fuller. It goes on and says "we laid off
and allotted to W T. Fuller ot nunber two." The outcone of

the chancery case was to partition known | ands and all ot
them There is no order beyond that. So, what happened in
point of fact was if Jacob Fuller owned additional interests
in real estate when he di ed beyond those mapped as | just
showed you and as divided in this chancery action, those went
to his heirs generally, okay.

It appears that there was a concern that M.
Fuller, fromthe record, and I'll get to that in a mnute,
that Jacob Fuller had additional interests which were not
covered in toto by this partition action. There is an
unrecorded deed which M. Rasnake has given us, and | nean
unrecorded, that purports to transfer other interests not

covered in the partition action. There are a couple of
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problens with this deed. One, it's unrecorded. Two, none of
the signatures are notarized, authenticated or acknow edged.
So, if you try to record this deed, the Court...the agency
t hat accepts docunents for recording would not accept it
because it doesn't neet the prerequisites. There is no
underlying factual basis with delivery, you know, all of
these sorts of things. So, |'ve got essentially a deed that
| know wasn't recorded, | know the signatures weren't
aut henti cated because it looks to ne like |I've got the whole
t hi ngs, or acknow edged, and that purports to acconplish what
M. Rasnake would |ove to see. But it just...you can't get
there fromhere. So, it's ny opinion that this deed, because
it can't be recorded, it's not | odged of record, it's not
authenticated, is a inconplete docunent of, unfortunately, no
consequence from his standpoint.

The title to the 72 acre tract was not addressed in
the chancery action probably because before Jacob Fuller
di ed, now we're com ng back...l'msort of making the ful
circle to get back to what's the story on this tract because
it wasn't in the partition action. M guess as to why it
wasn't in the partition action is because | know that Jacob
Full er, before he died, sold the property. So, the 72 acres

he made...he actually nade a deed while he was alive and
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reserved the mneral, the oil and gas mnerals. So, ny
opi ni on based on the collection of docunents that are

avai lable to nme, and | have seen nothing new. ..| nean, |
reviewed the stuff that we got the other day. 1|'ve seen
nothing new. M opinion is, the chancery action only
partitioned the described property. The unrecorded deed is
of no effect because it can't be recorded. It's not

acknow edged. You know, you can't get there from here.
There was an out conveyance by M. Fuller of everything...of
the 72 acre tract mnus an oil and gas reservati on which went
in general to all of his heir including Laura Fuller.

M. Atizer has reviewed all of this stuff as well
and has given an opinion to ny client that what | have just
represented to you, it's also his opinion with regard to this
particular tract. | think David and | had sone di sagreenents
wWth regard to partition action. But, you know, we're on the
sane page with regard to what happened with the 72 acre
tract.

So, the long and short of that is, the interest
that we're reporting in these applications and we've used the
exanple fromthe first application that we're dealing wth,
the percentage at the bottom of page two, you know, 1.8% or

what ever is M. Rasnake's undivided interest com ng down
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t hrough his nom okay, to himregarding to the reservation of
oil and gas in the 72 acre tract. M. Rasnake's only claim
of a larger interest would be the unrecorded deed, and |
acknow edge, you know, there's a piece of paper that says
that. But you've got sone pretty severe hurdles to overcone.
So, our positionis that the title of record in the county
is consistent with what we're reporting in the exhibits that
we' ve given you today and it does not show record title of
sonme 48% interest in this.

So, ny response, and this is with regard to al
three of these units...l mean, M. Rasnake nakes the
sane...and then the stuff that...Les has pointed out to ne,
the stuff that...l will make one other observation. Wen M.
Rasnake wites to the Board, he never wites to us. So, in
spite of the fact that | have nmet with him spent, you know,
hours with himat night going over title docunents, you know,
that...you know, |'ve had conversations with him that he has
been at Board neetings and we've tal ked, you know, he sends
stuff to M. WIson and you'll notice that, you know, he
clearly knows where | am because he has been to ny office,
you know. But there's no cc to nme or no cc to Les. So, you
know, we get this stuff because Bob's, you know, hip to the

drill and figures when he gets a letter from Rasnake, he
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probably needs to fax it to us. And we got, you know,
anot her packet of docunments, nost of which frankly we've seen
before, which M. Rasnake has, you know, tried to record..
and this is pretty amazing. |In anongst these, on March 29t h,
you know, he has tried to record...to carry sone of these
docunents fromone county to another and has, you know, tried
to record this...oh, amazingly he tal ked sonebody into
recordi ng apparently this unacknow edged deed and it was
recorded as of March the 26th, '02, in Russell County. So, |
guess, the Cerk wasn't, you know, alert. Anyway, that's
where we are on the title.

If we felt that M. Rasnake had a denonstrabl e
interest on the order of nagnitude that he has, we woul d have
reported that in our title docunents. That's all | have.

BENNY WAMPLER:  Thank you, M. Swartz. | guess the

first cooment | have is that the Board doesn't nmaeke title
determ nation. The Board seeks to insure due diligence in
maki ng sure people are aware and acknow edged and | see that
inall three of these that the people that he has |isted here
were noticed. They're not here today.

MARK SWARTZ: Correct.

BENNY WAMPLER: You know, the information that he

has presented specifically is saying that you woul d have us
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approve the applications with the ownership that you' ve
submtted in order to deny themof full ownership interest.

O course, here again, that's not up to this Board to grant
or take away. That's up to a Court of law. If, in fact, you
fol ks do that and trespass, there are laws that will deal
with that and that's an action he would need to bring and not
action this Board would take. But we do appreciate, you
know, the---.

MARK SWARTZ: Well, | need to tell you that sort of

to show due diligence. | nean, |I'mshowing that to you to
t hat we've done our honmework.

BENNY WAMPLER: | under st and. | understand. Well,

we woul d have had that question for sure. Are there
questions from nenbers of the Board?

SANDRA RI GGS: So, in the order, should the Board

choose to approve, we need to acknow edge his claimthat
there's a conflict? |If you go to disburse later---.

MARK SWARTZ: Well, this noney is going to be

escr owed.

SANDRA RIGGS: Well, | know.

MARK SWARTZ: So, he's going to have duke this out

at sone point.

SANDRA RIGGS: It could...there's no way that it
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coul d be disbursed without first having the title

determ nation for any...not necessarily for his interest, but
other interests that it would encroach on. Wat |'mthinking
is in the order sonehow you need to acknow edge this title
conflict, you know, and require it be resol ved before

di sbursenents are nade.

MARK SWARTZ: Ri ght .

BENNY WAMPLER:  Right. Yeah, | think...I think---.

CLYDE KING That's very inportant.

MAX LEW S: | think we shoul d.
BENNY WAMPLER: | think we should. That's what |

was trying to get at that that's sonmething that is a dispute
that would have to be resolved in the Court of | aw | think
we' ve recorded in the order---.

MARK SWARTZ: You know, as |uck would have it, you

know, this is a little easier for you guys, | think, because
he's in these units even under our analysis.

BENNY WAMPLER: Ri ght.

MARK SWARTZ: So, it's not a situation that we had

bef ore where was you're not even here.

SANDRA RI GGS: It's an all ocation issue.

MARK SWARTZ: Right. [It's an allocation issue as

opposed to a you're in or an out issue, which makes, | think,
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alittle easier for all of us.

KEN M TCHELL: Motion for approval, M.

BENNY WAMPLER: Mbve to approve.

MAX LEWS: Wth those stipulations?

BENNY WAMPLER: W th that stipul ation?

Chai r nan.

KEN M TCHELL: Wth the provisos that our |ega

counsel advi sed.

BENNY WAMPLER: Is there a second?

MASON BRENT: | second. The notion is second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER. W have unani nous approval. One

final itemthat | have, going back to the |ast Board hearing.

Foll ow ng the | ast Board hearing where we had a two to two

vote, M. Swartz had witten M. WIlson a letter

r egar di ng

t hese three itens, VGOB-02-02/19-1002, VGOB-02-12/19-1003,

and VGOB- 02-02/19-1004. M. Swartz, on April the 1st, wote

to M. WIlson saying, "In light of the Gas and Q| Board's
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actions/inaction regarding the referenced pooling application
at the February and March, 2002 Board Hearing, the applicant
Pocahontas Gas Partnership advises the Board that it hereby
voluntarily wthdraws said applications.”

| just bring that before the Board, | guess, in
order to approve a final order that would, in fact, show that
those were withdrawn. |Is that acceptable to the Board?

(Al'l Board nmenbers indicate affirmatively.)

BENNY WAMPLER. W have everyone acknow edgi ng t hat

it is. So, that...the order will reflect they' re w thdrawn.

MARK SWARTZ: G eat.

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

BOB W LSON: No, sir.

BENNY WAMPLER:  Does any nenbers of the Board have

anyt hi ng?

(No audi bl e response.)

BENNY WAMPLER:  Thank you very nuch

MARK SWARTZ: Thank you all

BENNY WAMPLER:  Appreciate it. The hearing is
cl osed.

STATE OF VIRG N A,
COUNTY OF BUCHANAN, to-wit:
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|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcribed by me personally.

G ven under ny hand and seal on this the 3rd day of

May, 2002.

NOTARY PUBLI C

My comm ssi on expires: August 31, 2005.
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