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*xx* AGENDA ATTACHED

BENNY WAMPLER: Good norning. M nane is Benny

Wanpler. |'mDeputy Director for the Departnent of M nes,

M neral s and Energy, and Chairman of the Gas & G| Board.
"1l ask the Board nenbers to introduce thenselves, starting
with M. Brent.

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

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

CLYDE KING MW nane is Cyde King. |I'mfrom

Abi ngdon and wel cone.

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

the Attorney CGeneral and I'mhere to advise the Board.
MAX LEWS: M nane's Max Lewis. |'m from Buchanan
County. |'ma 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:  Thank you. The first itemon

today's agenda is the Board will reconvene docket nunber
VGOB- 93- 02/ 16-0328-01 for unit Q40 for further consideration
of applications filed for cal culation and di sbursenent of

funds on deposit. This is docket nunber VGOB-93-02/16-0328-
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01 continued fromMay. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: W've been in contact with M. W] son

and his office and the bank. W' ve experienced a delay in
getting information fromthe bank to try and reconcile our
records. W got a fax...was it a fax or email?

LESLI E K. ARRI NGTON:  Enai |

MARK SWARTZ: Enmil, at 4:58 last night, which may

contain the information we need. But obviously, you know, we
didn't have the chance to digest.

CLYDE KING 4:58 a.m?

MARK SWARTZ: So, we're going to need anot her

thirty days. But at least it |ooks |ike we nay have the

i nformati on which we've been struggling to get for a couple
of nonths. Although we need a continuance, it |ooks |ike we
actually may be able to conclude this next nonth.

BOB WLSON: W had...well, we had a coupl e of

problenms. W had a little lapse in comrunication there on

this one for one thing. But the bank didn't get back as
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quickly as it should. But we also had a secondary probl em
with this particular account. |[If you will recall, in the
months after...imediately after First Union took over the
account, we had sone problens. W had to go up and get
squared away insofar as sone erroneous account nunbers that
had pl aced noney in and this sort of thing. This particular
docket nunber is for account nunber Q 40, | believe.

BENNY WAMPLER: Correct.

BOB WLSON: And that was one of those that was

originally placed in an incorrect account. The bank was not
able to...or did not locate that particular portion of the
account. W found a little problemin our systeminsofar as
the cross referencing and the audit trail that they left when
they corrected these accounts. W're addressing that
intransit problem But we think we have al so gotten this
one squared away and that's the email that M. Swartz was
referring to that canme in yesterday afternoon late. | think
the account is to the point of being balanced now.
Unfortunately, it didn't get done in tinme to neet today's
deadl i ne.

MASON BRENT: Are there others out there that fal

in the sane category?

BOB WLSON: W suspect so. That's why we are
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going back to | ook at the system This was...when they
corrected the accounts, they put flags on the accounts and
created an audit trail. But apparently it doesn't run in
both directions such that when they were tracing it backward,
they did not hit a trigger that showed them where that

previ ous noney had been. So, we're going to have to go back,
and their conputer people are working on this nowtrying to
make sure that this doesn't happen in another case such that
when they get into it, they will automatically follow it back
to where it was corrected from Yeah, there's a potentia
problemthere. W are working on that. Hopefully, it wll
be a fairly easy one sol ved.

BENNY WAMPLER: So, we need to continue this until

the July hearing?

MARK SWARTZ: Yes.

BENNY WAMPLER. Do you have any housekeeping with

any of your other cases before we get into the---?

MARK SWARTZ: Yes. (Geo Met, who was a respondent

in docket itens five through nine, which is a total of five

itenms, which are all nodifications, their |awer had wanted

to take a vacation and | was against that, but Les tal ked ne
intoit. He's on vacation today and he asked if we could

conti nue this. So, | think M. WIson had tal ked to him as
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well. So, we're going to...we're...we don't have a problem
At Geo Met's request and their |awer, Scott Sexton, to
continue these five until next nonth. And you'll notice if
you | ook at the applications, we're basically tal king about
the | essees of a large and owmer. So, we're not

i nconveni enci ng a bunch of folks.

BOB W LSON: Yes. | have a letter from Scott

Sexton, who is the attorney for Geo Met, requesting that
these itens be carried forward so that they can have tine to
prepare a case and, as he said, he was scheduled to be out of
town this week. The letter specifically nentions 989-01,
995-01, 991-01, 990-01 and 993-01 which, as M. Swartz said,
are itens five through nine.

BENNY WAMPLER:  Any obj ection to continuing those?

(No audi bl e response.)

BENNY WAMPLER:  Heari ng none, those are conti nued

until next nonth.

MARK SWARTZ: Then the only ot her housekeeping..

sort of housekeeping and it's sort of not, but with regard to
docket itemtwo, that was on | ast nonth's docket.

BENNY WAMPLER: Ri ght.

MARK SWARTZ: And ny partner was here on that and

apparently, you know, took the testinony that was offered and
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so forth. But there was a concern with regard to a non-
specification of percentages in Exhibit B-3, and Les has got
t hat paperwork strai ghtened out, which he's prepared to pass
out. So, froma housekeeping standpoint, | think we're just
tendering those docunents and |l et you | ook at them and see if
they neet the directive that we received. If that's the
case, then we're probably done with two. Then | am prepared

to go with three and four.

BENNY WAMPLER.  Ckay. Well, 1'll go ahead and cal
this---.

MARK SWARTZ: (Ckay.

BENNY WAMPLER. ---so we'll have it properly on the
record.

MARK SWARTZ: That's fine.

BENNY WAMPLER. The Board wi || consider a petition

from Pocahontas Gas Partnership for a pooling of a coal bed
met hane unit under the Mddle R dge | Coal bed Met hane Gas
Field order identified as AZ-115. This is docunent nunber
VGEOB- 02- 05/ 21-1028. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of the applicant Pocahontas Gas Part nership.
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(M. Arrington distributes the exhibit.)

BENNY WAMPLER: And just for the record, will you

tell us one nore tinme what you're clearing up here with what
you' ve given us.

MARK SWARTZ: Right. Wen Crystal Stunp was here

| ast nonth, and Les, of course, the Board had a question with
regard to the prior Exhibit B-3.
BENNY WAMPLER:  Ckay.

MARK SWARTZ: Which, with regard to Tract 4, |isted

a nunber of folks and then indicated that their interest had
not yet been determned. So, there wasn't...there weren't
percent ages associated with their nanmes. The Board, |'m
told, had sone difficulty with that, understandably so. And
what we have tendered to you today, anong other things, but
this was the primary thing, is a revised Exhibit B-3, which
down at the right hand...lower right hand corner shows a date
of 6/17/02 and we have revised that Exhibit to show the
percentages. W may have even caught an address or two. But

we have strai ghtened that out.

| will point out that there is, | think, a mnor
m stake in this exhibit. |If you | ook at page two of four,
cone down about two-thirds of the way, you'll see tract four

14. 35 acres. The H C Bostic Coal Conpany, Inc., et al,
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whi ch was an entry in the original exhibit, just got omtted
t here because there's an or. There's a title issue. So,
we'll have Les fix that page so that when Sandra deals with
the order, it's correct. But the H C Bostic Coal Conpany,
Inc., et al, needs to be inserted under Tract 4 on page two
of four. Wen | was |ooking at that this norning, | caught
that error.

Now, in addition, the other anended or revised
exhibits...we've got a revised Exhibit E, obviously, which
tracks the B-3 percentages. And Les has filed the
suppl enental information with regard to nmailing and
publication. But | think that that...at |east we believe
that that...these itens satisfy the instructions that we got
fromthe Board last tine, or at | east we hope they do.

(Board confers anong thensel ves.)

BENNY WAMPLER: | guess, fromthe information | had

last tine conparing to today, there's different...different
folks in Tract 4 today than were listed in Tract 4 before.

LESLI E K. ARRI NGTON:  Un- huh

BENNY WAMPLER.  So, 1'd like to hear sonething on

that alittle bit.

LESLI E K. ARRI NGTON: Ckay. W went through and,

10
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as you can recall, we had it identified as, |I believe, J. P.
Strouth heirs.

BENNY WAMPLER: (| naudi bl e).

LESLI E K. ARRI NGTON:  Uh-huh. As they went through

trying to do the individual interest, we did identify sone
addi tional owners, additional, I'Il call it, children and
that's what's listed in here is the additional children that
we | earned of.

BENNY WAMPLER.  So, all the people that were |isted

the last tine are in here and you' ve al so added ot her fol ks?

LESLI E K. ARRI NGTON: Yes, we have.

MASON BRENT: Are you confident that it's conplete

now?

LESLIE K. ARRINGTON: Yes, | am

BENNY WAMPLER: Are these records of notice, you' ve

noticed to all these folks, the new fol ks that you have
listed?

LESLIE K. ARRINGTON: Well, with the original

notification, we done by publication through the J. P.
Strouth heirs. W did identify additional people as we tried
to...firmup all the individual interest.

(Board confers anong thensel ves.)

BENNY WAMPLER:  Any questions from nenbers of the

11
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Boar d?

CLYDE KING You do feel confident that you' re okay

on what the changes are?

LESLI E K. ARRI NGTON: Yes, | am

BENNY WAMPLER: | don't think we acted on it | ast

time. It was continued. So, we would need...do you have
anything further, M. Swartz?

MARK SWARTZ: No, | do not.

BENNY WAMPLER: |s there a notion for approval ?

MASON BRENT: M. Chairman, | nove that we approve

t he application.

CLYDE Kl NG Second

BENNY WAMPLER:  Mbtion and second. Any further

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

BENNY WAMPLER.  All in favor, signify by saying

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Buchanan Producti on Conpany

for pooling of a coal bed nethane unit under the Nora Coal bed

12
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Met hane Gas Field Order identified as BE-101. This is docket
nunber VGOB-02-06/18-1032. We'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark A. Swartz and Les Arrington on

behal f of the applicant, Buchanan Production Conpany.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: This is an application to pool a Nora

unit. And this particular unit is 58.78 acres. Les, you
need to raise your hand here and be sworn.

(Leslie K. Arrington is duly sworn.)

LESLI E K. ARRI NGTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Ckay, you need to state your nane for the

record, please.

A Leslie K Arrington.
Q Who do you work for?
A CNX Gas Conpany, L.L.C

13
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Q Ckay. And did you either yourself prepare
the notice and application and related exhibits or have
someone assi st you?

A Yes, | did.

Q And did you sign both the notice...you
personal ly signed both the notice and the application here?

A Yes, | did.

Q And we've tendered sone anended exhibits to
the Board today?

A Yes, we did.

Q And is that essentially the result of having
| eased sone peopl e?

A Yes, it is.

Q Ckay. So, we've got an Exhibit B-2, which
woul d |Iist presumably the folks that you were successful in
| easi ng between the tine you were originally filed this
application and today?

A Yes, it is.

Q And since you have | eases fromthem they
can be dism ssed and they're shown at Exhibit B-2?

A Yes.

Q And then that woul d have changed Exhibit B-3

because you no | onger needed to add those peopl e as

14
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respondents, right?

A Ri ght .

Q And then lastly that woul d have changed the
extent to which pooling's required. So, we've got an
anended, or revised, Exhibit A page two, correct?

A That's correct.

Q Okay. Wio's the applicant with regard to
this pooling petition?

A Buchanan Producti on Conpany.

Q | s Buchanan Production Conpany a Virginia
Ceneral Partnership?

A Yes, it is.

Q Are its two partners CNX Gas Conpany, L.L.C
and Consol Energy, Inc.?

A Yes, it is.

Q Are both of these corporate partners in
Buchanan Production Conpany wholly owned i ndirect
subsidiaries...strike that. Is CNX Gas Conpany, L.L.C. a
whol |y owned indirect subsidiary of Consol Energy, Inc.?

A Yes, it is.

Q | s Buchanan Production Conpany authorized to
do business in the Cormonweal th of Virginia?

A. Yes.

15



© 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 Who is the applicant requesting be
desi gnated by the Board as its operator?

A Consol Energy.

Q Ckay. |Is Consol Energy a Del aware
Cor por ati on?

A Yes, it is.

Q Is it authorized to do business in the
Commonweal t h?

A Yes, it is.

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

A Yes, it does.

Q Sonetine ago in the early '90s, did the
managenent conm ttee of Buchanan Producti on Conpany del egate
the authority to explore, develop and naintain its property
and assets in the Commonweal t h?

A Yes, it did.

Q And has Consol Energy, Inc. accepted that
del egation of authority as a successor to other folks who
preceded it?

A Yes.

Q Have you |isted the nanes of all of the

16
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peopl e that you are seeking to pool today in the revised

Exhi bit B-3?
A.
Q

Yes, we have.

kay. And have...and, | assune, you want to

di sm ss sone fol ks today?

A
Q

A
Q
seeki ng di sm ssal

A
Q

Yes, we do.
And where can we find their nanes?

Under Exhi bit Nunmber Four, |isted as Exhibit

Revi sed Exhi bit Four?

Yes.

Ckay. And what is the reason why you're
of the persons listed in B-2?

W' ve | eased those interests.

Ckay. Wiat is the interest that you've

acquired here and the interest that you're seeking to pool?

A

W' ve acquired 100% of the coal, coal bed

met hane and we have | eased or own 84.494639% of the oil and

gas coal bed nethane interest. W're seeking to poo

15.505361% of the oil and gas, coal bed nethane interest.

Q
A.

Q

How many wel | s are proposed?
One.

And there's a plat and it shows BE-101 in

17
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the drilling window, is that correct?

A Yes, it does.
Q And this well, do you have a permt for it?
A Yes. Permt nunber 5315 was issued on Apri

the 8th of 2002.

Q And the proposed drilling depth?

A Estimated depth of 2,375 feet, estinmated
cost of $199, 575. 03.

Q You have, | believe, an Exhibit E, which
indicates that we're going to need escrow here?

A Yes.

Q And, | think, that it indicates that there
is a need to escrow because of conflicting clainms, correct?

A Yes.

Q And also if you | ook at 205, and perhaps
el sewhere, there is also a need to escrow because of sone
unl ocat eabl e fol ks?

A Yes...yes, it is.

Q Ckay. And that would be the two reasons

requiring escrow?

A Yes, it is.
Q Now, this unit is a Nora unit, correct?
A Yes.

18
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Q And you have produced fromthe unit by one
frac one?

A Yes.

Q And the acreage in this unit is 58.78 as
i ndi cated by the plat?

A That's correct.

Q VWhat did you do to notify the folks that are
listed as a respondents of this hearing?

A We nmailed by certified nmail/return receipt
requested on May 17th of 2002. It was published in the Daily
Tel egraph on May the 25th of 2002.

Q Have you filed with the Board this norning
information regarding both mailing and publication?

A Yes, we have.

Q What | ease terns have you offered to the
fol ks that you...obviously, the | arge nunber of fol ks that
you have been able to | ease?

A Qur standard coal bed nethane | ease is a
dol l ar per acre per year rental with a one-ei ghth production
royalty. And the rental is a five year paid up term

Q Ckay. And the well does not require a
| ocati on exception, correct?

A No.

19
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Q s it your opinion that the plan of
devel opnment, which is disclosed by the application and
exhibits, is a reasonable plan to devel op coal bed nethane in
this Nora Field unit?

A Yes, it is.

Q And will the pooling of this well contribute
to and protect the correlative rights of all of the owners or
claimants to the coal bed nethane wthin and under this unit?

A Yes, it wll.

Q Ckay, and we've already noted that escrowis
requi red, correct?

A Correct.

MARK SWARTZ: That's all | have, M. Chairman.

BENNY WAMPLER: The fol ks who have address unknowns

are in Tract 3, is that correct?

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER. | didn't notice any in any of the

others. Are you on the surface at all of any of Tract 3?

LESLI E K. ARRINGTON:  No, sir.

BENNY WAMPLER: Not disturbing that all? That's

on the other side of Ball Creek it appears by your plat, the
Western side, | guess, of Ball Creek?

LESLI E K. ARRI NGTON: Yes, it is.

20
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BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

MASON BRENT: Do you know what that structure is in

the lower left hand corner of the drilling window, or if it
is a structure?

LESLI E K. ARRI NGTON: No, | don't. It has been a

long tine since I've been in that area. This well is |ocated
on the strip bench.

MASON BRENT: What? |'msorry.

LESLIE K. ARRINGTON: On a strip bench.

CLYDE KING Which...this house would be how far

fromthe well, approximtely?

LESLI E K. ARRI NGTON:  Approxi mately 500 feet

because the drilling off...the window offset is 300 feet.

MASON BRENT: Approaching fromthe north...are you

approaching this well fromthe north?

LESLI E K. ARRI NGTON: Yes, we are.

(Board nenbers confer anong thensel ves.)

BENNY WAMPLER: Ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?
MARK SWARTZ: No.

21
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BENNY WAMPLER: Is there a notion?

CLYDE KING | npbve we approve.

BENNY WVAMPLER: | have a notion. |s there a
second?

MASON BRENT: | second.

BENNY WAMPLER:  Second. 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:  You have approval. The next item

is a petition from Pocahontas Gas Partnership for pooling of
a coal bed nethane unit under the Cakwood Coal bed Met hane Gas
Field | order identified as FF-34. This is docket nunber
VGEOB- 02- 06/ 18- 1033. W'd ask the parties that wish to

address the Board in this matter to cone forward at this

time.

(M. Arrington distributes exhibits.)

(Paul Ri chardson and Mark Tuggl e approach.)

BENNY WAMPLER. Good norning. This is |ike going
back to school, isn't it? The seats won't nove. They | ust

22
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sw vel .

PAUL RI CHARDSON: It has been a long tine.

BENNY WAMPLER: | f you w il state your names for

the record.

PAUL Rl CHARDSON: Paul Ri chardson.

MARK TUGGLE: Mark Tuggle. |'mrepresenting Ruby

Lawson, Dolly Belcher and Doris Dye. |I'mDolly's son and the

ot her two's nephew.

BENNY WAMPLER. Ckay. State your nane.

MARK SWARTZ: Mark Swartz and Les Arrington on

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

BENNY WAMPLER: Ckay. What we do is we |let them

present their case and we'll give you an opportunity to ask
questions or neke statenents, okay. M. Swartz, you nay
pr oceed.

(Leslie K. Arrington hands out exhibits.)

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR WAMPLER

Q Les, I'"'mgoing to remnd you that you're
still under oath, okay.
A Yes.
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Q You need to state your nane, again.

A Leslie K  Arrington.

Q Who do you work for?

A CNX Gas.

Q Wo is the applicant with regard to this

pool i ng application?

A Pocahont as Gas Part ner shi p.

Q Okay. D d you either prepare yourself, or
cause to be prepared under your direction, the application,
the notice of hearing and the rel ated exhi bits?

Yes, | have.
Ckay. And have you signed both the notice

of hearing and the application?

A Yes, | have.

Q This pertains to an Gakwood | unit?
A Yes.

Q And it's...it's a larger unit than we

typically see. It's 89.46 acres, right?

A That's correct.
Q What's the reason for that?
A It's the makeup unit in the end of the

CGakwood Fi el d.

Q Ckay. And to rem nd everybody, the nmakeup
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units make up for the curvature of the earth, right?

A Basi cal | y.

Q Ckay. This is an Cakwood | unit?

A Yes, it is.

Q So, we're talk...we're tal king about a frac
wel | ?

A Yes, we are.

Q And if we |l ook at the plat, have you shown

the location of that well?

A Yes, we have.

Q And it's in the...within the drilling
wi ndow?

A Yes, it is.

Q So, you don't need a | ocation exception?

A That's correct. It's near two dwellings
shown on that plat map. If you'll notice Tract 1L...I think
it's 1L. It always confuses ne. W have purchased that
tract and those two buildings will be taken down.

Q Ckay. So, you've gone out, you neaning the

applicant, correct?

A Yes.
Q And actual ly purchased the surface on which
you' ve...your well is going to be | ocated?
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A Yes, it is.

Q The...you filed sonme anended or revised
exhi bits today, correct?

A Yes, we did. The reason for those anended
exhibits are for the purchase of that tract.

Q Ckay.

A It was in a...you'll notice, | believe,

additional 24% interest that we've acquired there.

Q Ckay. In addition to the surface?
A | believe that's correct, yes.
Q So, B-3 then is seeking dismssal of folks

listed there?

A. That's correct.

Q The list of respondents in Exhibit B-3 would

change accordi ngly?

A Yes, it did.

Q The same situation for Exhibit E?

A Yes.

Q And then because you're pooling, Les,

because you' ve acquired nore Exhibit A page two has al so
changed?
A That's correct.

Q Al right.
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BENNY WAMPLER. W I | the Tract |ID sheet change?

MARK SWARTZ: There's a revised Tract |D page that

you got this norning. | don't knowif it's...well, it's

listed in here. But, | guess, maybe we don't have it.

pr obl em

listed,

LESLI E K. ARRI NGTON: Let nme | ook.

MARK SWARTZ: Ch, there it is.

BENNY WAMPLER:  Where did you find it?

MARK SWARTZ: lt's alittle further---.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: ---al ong.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: It's a trick. | had the sane

BENNY WAMPLER: It worked for ne.

MARK SWARTZ: | had the sanme probl em

LESLI E K. ARRI NGTON: It does have...1lL and is

"' m sorry.

MARK SWARTZ: (Ckay.

MARK SWARTZ: And if you |ook at two of two, M.

Arrington has pointed out that 1L has been nodified to show

t hat Pocahontas Gas Partnership has, in fact, acquired the

surface in the oil and gas interest on the tract where the

well is | ocated.
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MARK TUGGLE: That is...belongs to---.

BENNY WAMPLER: Have you given him..do you have a

copy?

MARK SWARTZ: | gave one copy to them | don't

know if we've got an extra...here's an extra. Now, they each
have one.

BENNY WAMPLER:  Thank you.

Q M. Arrington, is Pocahontas Gas Partnership
a Virginia General Partnership?

Yes, it is.

Q And who are it's two partners?
A Consol i dati on Coal Conpany and Consol
Ener gy.
Q | s Pocahontas Gas Partnership authorized to

do business in the Commonweal t h?

A Yes, it is.

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

A Yes, it does.

Q In this application who was. ..that
Pocahontas Gas Partnership is requesting be designated as
oper ator?

A Pocahontas Gas Partnership
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Q Ckay. Have you listed the nanes of the

persons that you are seeking to pool in the revised Exhibit

B-3...1"msorry, Revised Exhibit-3?
A Yes, we have.
Q Okay. Have you listed the folks that you

woul d ask the Board to dism ss today in Exhibit B-27?

A Yes.

Q Okay. Turning to the revised Exhibit A
page two, would you tell the Board...describe to the Board
the interest that you' ve acquired and the interest that
you' re seeking to pool ?

A Yes. W have 100% of the coal...coa
owner's coal bed nethane interest |eased and we have 36. 0051%
of the oil and gas owner's coal bed nethane interest |eased.
We're seeking to pool 63.9949% of the oil and gas owner's
coal bed net hane interest and we have a 100% of the coa
| eased beneath this unit.

Q Ckay. Wiat did you do to notify the folks
that you're seeking to pool of this hearing?

A W mailed by certified nmail/return receipt
requested on May the 17th of 2002. W published in the
Bluefield Daily Tel egraph on May the 22nd of 2002.

Q And have you filed with the Board this
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nmorning information to verify mailing and publication?

A Yes, we have.
Q When you published, what did you publish?
A We published the notice of hearing and the

| ocati on map.

Q VWhat | ease terns would you offer to the
folks that are still...whose interest are still outstanding
as of today?

A Yes. A dollar per acre per year for a
coal bed nethane |l ease with a five year paid up termas a

rental and a one-eighth royalty.

Q One-eighth royalty?
A Yes.
Q And woul d you reconmend those terns to the

Board to be included in any order that m ght be entered with
regard to fol ks who mght ultimately be deened to have been
| eased?

A Yes, we woul d.

Q Have you al so given the Board this norning a
menor andum from one of your land folks with regard to efforts
to |l ease at |least three of the parties?

A Yes, we have.

Q And t hat docunment...who is that mail fronf
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A Ji m Hanbl en.

Q And what does he do?

A He's one of our |and agents.

Q And did you ask himto summari ze his contact

so that the Board woul d have sone understandi ng of due
diligence efforts in terns of |leasing at least with regard to
these three fol ks that you have gotten?

A Yes. | requested this after the fact of an
informal fact finding hearing that we had with M. W] son.

Q Ckay. There was...there was an objection to

the well permt, correct?

A Yes, it was.

Q And we had a hearing on that, right?

A Yes.

Q And we've got a decision on it?

A Yes, we do.

Q Now, this particular unit is...this unit is
under Oakwood | wunit?

A Yes, it is.

Q And as we've nentioned before, it's a makeup

unit. So, it's alittle larger and the acreage is depicted
on...or stated on the plat.

A. Yes, it is.
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Q And | take then that you' re seeking to

produce coal bed nethane fromthe Tiller on down---7?

A Yes, sir.

Q ---to the Red and Green Shells?

A That's correct.

Q We're tal king about one well?

A Yes.

Q Wat's the status? |Is it already drilled,

permtted?
A No. |I'mnot sure...l don't think it has
been issued at this date. Its estimted depth is 2390 feet

with an estimted cost of $201, 164. 80.

Q But there's a permt application on file,
right?

A Yes, it is.

Q W had a...an informal fact finding

conference and M. WI|son has issued his decision, correct?
A That's correct.
Q And the permt, as we understand, has been
processed?
A That's correct.
Q If we look at revised Exhibit B-3 for a

monment, turn to that, there is a colum...the far right hand
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colum that says interest in unit, right?

A That's correct.
Q How i s that cal cul ated?
A That's the total acreage in unit divided

into the nunber of acres each individual tract has within
that unit.

Q So, for Ruby Ball Larcen in Tract ID, just
to get an exanple, you divided 13.26 acres, which is the

amount of the tract that she has interest in that's in the

unit?
A That's correct.
Q You divided that by 89---7?
A . 467
Q ---.46, right?
A Yes.
Q And that should yield the 14.8223% correct?
A That's correct.
Q In terns of royalty or production, what
woul d her share of the royalty interest in the production be?
A It would be 14% of the total tines one-
ei ght h.
Q So, the 14.8223%tinmes 12 1/ 2% and t hat

woul d be her share?
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A Yes.

Q | f she wanted to participate in the unit,
how woul d she figure out the anmount of the check that shoul d
need to wite to becone a partner in the well?

A Mul tiple the 201, 164 by 14.8223%

Q Ckay. And if she was carried, the sanme kind
of calculation would apply to the 300% nultiple, right?

A Yes.

Q And that analysis of royalty, participation
and so forth of the interest in the unit percentage woul d be

true for the rest of the respondents?

A Correct.

Q And they're all figured out the sane way?

A That's correct.

Q Is there a need in this unit to escrow?

A Yes, it is.

Q And you' ve got a revised Exhibit E, correct?

A That's correct.

Q In looking at that, what are the reasons why
escrow i s required?

A Conflicting clains...conflicting clains.

Q That woul d be the only reason?

A Yes, it is.
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Q So, that neans that there...in the tracts
that are identified Exhibit E, one party owns the coal and
anot her party oil and gas, and that's the conflict?

A Yes, it is.

Q s it your opinion that the plan of
devel opnment of this Oakwood unit as disclosed in the
application and the exhibits that we've tendered, is a
reasonabl e plan to devel op coal bed net hane under this unit
for the benefit of all of the owners and clai mants?

A Yes, it is.

Q And will pooling of this unit protect the
correlative rights of all the owners and/or claimants so that
they will either be immediately paid or their funds wll be
escrowed so that their clains will be protected and
ultimately be payable when title is resol ved?

A Yes, it will.

MARK SWARTZ: That's all | have, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

MASON BRENT: Just to clear up the record, |

believe M. Swartz, when you were tal king about tract
identifications, you indicated that you had changed 1L. It's

really 11 on there.
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1 LESLIE K ARRINGTON: Right. It's always

2 confusi ng.

3 MARK SWARTZ: It is I. You're right. Sorry. You
4 need to put a dot over a small letter there. It's no wonder.
5 BENNY WAMPLER:  Any ot her questions?

6 MAX LEWS: Now, what was the reason that you nmade
7 this an 89 acre unit?

8 MARK SWARTZ: It's a...it's at the edge of the

9 field and the field so big that because of the curvature of
10 the earth, we started with a size and we put 80 acres in it.
11  When we matched up at the edge, the 80 acres didn't cover
12 it. So, we would have had a little bitty unit or nade a

13 bigger unit. So, when the field was originally created,

14 these were 89 acre units.

15 MAX LEWS: They wll be 89 acre units?

16 MARK SWARTZ:  No.

17 MAX LEW S: Just that one?

18 MARK SWARTZ: Just that row. The |last row.

19 MAX LEWS: Row.

20 MARK SWARTZ: \What happened was...mybe | didn't
21 say that. W started with a rectangle and then we put 80

22 acre units inside of it and when we did that, it didn't work
23 out at the end. So, nost of the units in the OGakwood Field

24
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on the perinmeter are different sizes than the 80 acres. This
happens to be one of those rows.

MASON BRENT: You can see that on Exhibit A-1 here.

LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: When the Board entered its order

creating the Cakwood Field, this unit ten years ago was this

Si ze.

BENNY WAMPLER: Ot her questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER:  Ckay, you fol ks can---.

MARK TUGGELE: Okay. Like | said, | represent
Ruby- - -.

BENNY WAMPLER:  Excuse ne just one second.

BOB WLSON: W need to swear the w tnesses.

BENNY WAMPLER: Yeah, we need to do that.

(Mark Tuggl e and Paul Richardson are duly sworn.)
MARK TUGGELE: | represent Dolly Ball, ny nother,

Ruby Lawson, and Doris Dye, ny aunt. W control 1L, 1H 1G
1D. And this is Paul Richardson. He represents 1E. W
control together over 60% of this grid.

The royalty rates that Consolidation Coal Conpany

has offered, basically they offered us $50 an acre for al
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the gas. That is coal bed nethane and deep gas know ng good
and well that the gas price is worth considerably nore. W
asked for nore noney, which they refused. They said, "well,
we're going to take your gas anyway." That was what was told

to us. That's what made us actually fight this well.

We petitioned the Board to...since they didn't own
a controlling interest in this grid, we petitioned the Board
to revoke their...refuse the permt. They declined. They
still issued the permt. But we are over 60% ownership of
this as represented here right now There's no place on
earth, in the United States, let's put it that way, that
34...36% ownership can control a grid, saying that we're
going to force you to sell out. That's not...that's not the
denocratic way anywhere. You're controlled by the majority.
The majority says that if they want to offer us sone nore
nmoney, we will negotiate with them But as to the point, we
even nmade an offer at the permt hearing. They said, no,
that's too nuch. W refuse. No. Twenty dollars an acre is
not...nothing to conpare...right on their front page, it says
right there that there's between 125 and 150 MM cubic feet of
nmet hane | ocated on this property. That's several mllion

dollars worth of gas. Now, they've adnmtted that in their
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own paperwork. So, what is $20 an acre to them and then they
just basically they say we're going to take your gas no
matter what with 36% control. At the tine, they didn't even
have that. At the tine they had...they didn't even have the
Hubert Wl son or G en WIlson control. But still a permt was
issued. We did nake an offer to them According to Jim
Hanbl en, he didn't wite everything in here that we proposed
to him He's just putting down what best contributes to the
Pocahontas Gas Partnership saying that yes, we've tried to
make attenpt, after attenpt, after attenpt. Well, if you go
to a Chevrol et dealership and you say |I'Il give you $20 for
that Z-71 four wheel drive and they say, no, you're crazy,
get out of here. |If you cone back with the noney, they wll
give it to you. And that's exactly what we have here.
They're offering us one dollar per acre for our gas up front
or we're going to take it fromyou. That's what they're
presenting to you is their saying that we own 36%..we
control 36% and we should be allowed to go ahead and take
their gas and put it an escrow fund that these people may or
may not get in the future because it depends on | egislation
if intwenty to fifty to a hundred years. Wo knows when
this is actually going to becone a | aw, you know, that says

that this gas bel ongs...you know, the coal bed net hane bel ongs
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to the coal owner or it belongs to the gas owner. And
according to their paperwork, it says that we are the gas
owners. So, they are admtting that we are the gas owners on
this property and by controlling 60%of this well, | fee

that they shouldn't be allowed to force pool this.

They shoul d be made to conme back to the table and
give us an offer or nmeet our offer. That wasn't a ot of
noney, you know, to begin with considering what they're going
to make off of this. |If someone is going to put $218, 000
into a well, you can doggone better believe that they're
going to nmake considerably ten-fold that or twenty-fold that.

So, | don't think that a thousand to fourteen
hundred dollars up front nowis going to hurt themat all
We made that offer to them before. But as arrogant as PGP is
in dealing with everything in Buchanan County com ng through
...they're starting in Tazewell and Russell Counties now,
that's the nethod they've taken. Either you sign it over to
us now or we wll take it. W don't feel that that's right
as being citizens...as being the owners given that in our
property and that's what we're here to fight today. W're
sayi ng, you know, as 60% ownership, they shouldn't be all owed
to force pool this property. That they should be nade to

cone back to the table and say, okay, you have a reasonabl e
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term This is going to keep us out of Court, which gets them
$10, 000 or $15,000 down the run or maybe even $40, 000 to

$50, 000 dependi ng on what kind of a jury we get. But their
approach is, and this is the way they' ve taken it throughout
the entire coalfields, Garden Creek, everything com ng our
way. You know, if they fight us and we | ose to you, then
basi cal | y what happens is the next guy, he doesn't even want
to fight themany nore. That just gives them nore power and
nore steamto keep approaching us. But we're just asking
that they cone back to the table with a reasonabl e anount of
noney and we agree to | ease to Pocahontas 3 for $20 per acre,
whi ch is nothing conpared to what they're saying that this
well is going to produce.

So, what we're asking for is that they not be
allowed to force pool this; that they cone back to the table
on us and they actually negotiate with us. | don't think
that that's unreasonable. Like I said, in any business in
the United States, even elections, unless you have 51%
control, you cannot tell anybody what to do, unless this is
basically Communi st manifesto that they're presenting here
sayi ng, you know, we own a percentage and we're going to take
it. That's basically what it sounds like. That's basically

all | have to say.
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BENNY WAMPLER: M. Ri chardson?

PAUL RI CHARDSON: | have a different situation. Up

until June the 4th, if you'll check it, in the May letter
that they sent out I only had 5.53 acres...5 acres and 5300.
Then after June the 4th, | got a letter from Ji m Hanbl en
that | had a 24 acres. Then they offered $50 an acre for ten
years and then it would be $1, 225.
| feel like him if we get a reasonable offer, you

know, because |ike he said, they've been threatening we'l]l

take it. See, | didn't get inon this until really in June.
So, I'mjust here to see what happens.
BENNY WAMPLER.  |'mtrying to find your 24 acres.

PAUL RI CHARDSON: Huh? You m ght not have it,

because how | got it is a |lease that they sent nme offering up
$5 an acre in the anmount of $1200...1,225 and then 12.5 that
all the cost would conme out of it processing that gas.

don't know whet her you got that or not. |[|'ve got it here if
you want to look at it.

BENNY WAMPLER: It nust cover...do you want to

expl ai n?

MARK SWARTZ: It's a | ease.

BENNY WAMPLER:  For all of his acreage---?

MARK SWARTZ: Ri ght .
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BENNY WAMPLER: ---that you woul d affect and not

just for this---7?

MARK SWARTZ: Right. Right. That's the

di f f erence.

BENNY WAMPLER: Do you understand what we're

saying? |In other words, you' ve got 5.53 acres in this area
that we're hearing today.

PAUL RI CHARDSON:  Yeabh.

BENNY WAMPLER:  They're | ooki ng at your total

acreage that they're tal king about affecting at sone point.

PAUL RI CHARDSON: The gas on 24 and Y acres?

BENNY WAMPLER:  Right. Wich is not on---.

PAUL RI CHARDSON: Not in this here---?

BENNY WAMPLER. That's right. Sone of it is, but

not all of it. | was just getting that clarified. M.
Ri ggs, do you want to address the |egal question that has
been rai sed?

SANDRA RIGGS: | think the | egal question was what

the Virginia Gas and G| Act provides with respect to what
percentage interest the applicant has to hold in order to
cone before the Board for a conpul sory pooling, whether it's
a 50% majority. That's controlled under Section 45.1-

361.21(A) or (C3). 1'll read that section to you. It says,
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"That the Board shall designate a gas or oil owner who is
authorized to drill and operate the well provided, however,
that except in the case of coal bed nethane wells the
desi gnat ed operator nmust have a right to conduct operations
or have the witten consent of owners with the right to
conduct operations on at |east 25% of the acreage included in
the unit." So, for conventional wells, the threshold is 25%
"Any owner within the unit can conme to the Board to seek
pooling and to be designated as the operator of that unit in
conventional if they have at |east 25% For coal bed net hane

there is no threshold. Any owner can cone before the Board

and seek conpul sory pooling." So, the statutory rule is not
a mpjority rule in Virginia. It's the one | just read to
you.

BENNY WAMPLER. So, there's no percent...they don't

have to have a percentage.

SANDRA RI GGS: They just have to be an owner within

the unit.

BENNY WAMPLER:  And t hen---.

MARK TUGGELE: Well, | guess, it's according to your

nmorals, then the majority rules.

BENNY WAMPLER: Wl |, then what kicks in is the

protection that you have on your percentage for the...
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Virginia is a statute that enabl es the devel opnent,
encour ages the devel opnent of the gas. It's a statute then
that protects you through the pooling of those owners. It
doesn't prevent it through the pooling. You' d have...you
know, to prevent it, you're talking Court. Involvenent with
| eases, we don't...we don't handle that. That's property
rights that the Board is not enpowered by the Iaw to handl e.
Ms. Riggs can verify that as our attorney. But the
protection cones through the pooling and the noney going to
into escrow. W understand, you know, a | ot of people don't
i ke that part because of the uncertainty of know ng the term
of when you get that noney out. Sone people are com ng
before the Board and getting an agreenent with the coal owner
and splitting 50/50. W're...the Board has no position on
that. Here, again, that's a private agreenent that people
do. But, you know, we're trying to nmake sure we're in
conpliance with what the |aw and regul ations allow. The
protection does cone through the pooling. It doesn't stop
t he devel opnent. You know, nothing in the | aw stops the
devel opnent, but it does protect the interest by pooling al
t he noney based on the percentage.

SANDRA RIGGS: | think the other thing that | heard

you say was you disagree wth the financial terns. And when
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an operator or an applicant conmes before the Board, the Board
enters a pooling order that offers the owners within the unit
three options. Are you famliar with the Board orders and
what . ..and how t hose options work?

MARK TUGGELE:  No.

SANDRA RIGGS: Well, the first one is that fromthe

time of entry of the order, pooled parties have thirty days,
| think it is, to make an election to decide which way they

want to go. The first oneis if you want to be a royalty, a
| ease roy...deened to | ease to | eased royalty, you get a

dol l ar per acre up front bonus and that's per year until they

drill the well and the pooling application is good for two
years. They've got two years in the permt to drill the
well. So, that's the...sort of to hold the | ease until they

get the well drilled.

Then once the well is drilled and starts producing,
you get a one-eighth royalty off of the production. So, once
they produce it, the value of that gas is determ ned by the
mar ket rate and then you get your one-eighth royalty based on
your percentage ownership within the unit; however, the
mar ket fluxuates. So, if gas is going up, the price they're
selling for is going up, therefore, the production value is

hi gher and the one-eight of that goes up. So, that one-
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eighth royalty fluxuates with the market.

The other option is you can becone their partner by

payi ng your proportionate share of the cost of drilling this
well. |If you want to have a working interest in the well,
you can take your percentage interest in the drilling unit,

mul tiply that by the cost of the well and pay that in and be
a full working partner with thementitled to seven-eighths of
t he producti on.

The other thing you can do is be a carried
operator. |If you don't want to put any noney up front, you
still get a working interest. But there's a penalty to that
because you have no noney at risk. They get to recover 200%
of their cost of the well before you start getting your
seven-eighths interest. So, when M. Wanpl er says that the
pooling order protects the parties, the way that's done is by
offering you terns ot her than what they've offered you.
You'll get those three options by law, either to be | eased
and get your one-eighth royalty; to be a participant in the
wor ki ng i nterest of seven-eighths of all of the production
off of this well of your percent interest by handi nhg over
your share of the cost of being a partner and that's your
percentage interest in the cost of drilling the well, or to

be carried. |If you don't want to put up noney, you've got to
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wait |longer and figure out what that financial calculation
woul d be because they do get to recover twce their up front
cost before you start participating.

But those are all spelled out in the law as to what
a pooling order contains. Once the order is entered, every
pool ed party has at least thirty days to nmake a deci sion
about which way they want to go.

MARK TUGGLE: But that's still...even though we are

pool ed, even though we are a partner, the noney is not going
to be distributed until basically this cones to---.

SANDRA RI GGS:  You can show your ownership. That's

exactly right. And that's because---.

MARK TUGGELE: And that could be a hundred years

fromnow before it's ever taken to the State Assenbly---.

SANDRA RI GGS: Wl | ---.

MARK TUGGELE: ---or before anything could happen

SANDRA RI GGS: That won't be decided by the General

Assenbly. That will be decided in the courts.

BENNY WAMPLER: Courts.

SANDRA RIGGS: That's a property dispute that has

to be resolved by the court system and not by the General
Assenbly. That's why the General Assenbly said we can't

solve that problem Al we can do is provide a nechani sm
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where the gas can be produced until these parties go into
court and get clear title to their property.

So, there is no magic fix at the CGeneral Assenbly
that's just going to solve everybody's issue and allow this
nmoney to conme out of escrow. It's going to be a case by case
resolution of the various conflicting clains.

MARK TUGGELE: So, unless we take the case

personally to court and we have...we'l|l never see it.

SANDRA RIGGS: Well, there are cases pending.

There a coupl e of cases pending. But there are no deci sions
in Virginia as to ownershi p of coal bed net hane gas.

VWhat we' ve seen here as a Board is the coal owner
gets together with the gas and oil owner and they say we
don't want our noney tied up forever and we don't want to go
through litigation. So, we're just going to enter into a
split agreenent. Mbst of the agreenents that have cone
before the Board have been a 50/50 split where the gas and
coal just agreed to split the noney 50/50.

At that point, that agreenent is presented to the
Board, the Board enters an order saying you don't need to
escrow any nore. Go on and pay out in accordance with the
settl enent.

BENNY WAMPLER: And then what we do is the noney
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that's in escrow at that tine is paid out. W order the
escrow agent to pay that out and then fromthen on the
conpany woul d pay the proportionate share to the owners
correctly rather than escrow.

SANDRA RI GGS: And that would be---.

MARK TUGGELE: (1 naudi bl e).

SANDRA RIGGS: ---regardless of which option you're

el ecting.

MARK TUGGLE: W are the gas owners. So---.

SANDRA RIGGS: Well, the coal bed net hane.

BENNY WAMPLER: The conflict is the coal owner and

the gas owner. Here the coal owner...you have coal owners
bei ng pooled as well here, and that's the conflict.

SANDRA RIGGS: As to who owns the coal bed net hane

gas, whether it's coal or gas.

PAUL RI CHARDSON: I n other words, they're saying

they mght own it?

SANDRA RIGGS: If...if you own both---.

BENNY WAMPLER:  That's ri ght.

SANDRA RIGGS: ---the coal and the gas, there would

be no escrow.

BENNY WAMPLER: There's no escrow.

SANDRA RIGGS: It would get paid out. It's only in
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a situation where there has been a severance between the coal
and the gas and that's held in two different parties that
escrow i s required.

PAUL RI CHARDSON: So, what should we do, just sit

back?

SANDRA RIGGS: Well, the other option, and the

purpose for this hearing, is to present to testinony as to
val ue so that the Board can establish the terns of the
pooling. | nmean, that's why we're having a hearing is to
hear from both sides of the party and for this Board to nake
a decision with respect to what the terns of the
participation or pooling would be.

MARK TUGGELE: Well, back to our...we agree to | ease

it tothemprior, but if it's goes through pooling, then we
want, | guess, the full dollar anmount that...narket val ue
that it's going to be.

SANDRA RIGGS: Well, that woul d depend upon the

el ection you nmake.

BENNY WAMPLER:  See, after...after today's hearing,

if the Board approves this pooling to go forward, then an
order will be entered. They will nmail you a copy of that
order. You will have an election...those election options

that Ms. Riggs just described to you. You'll have thirty
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days to make that decision. [If...you know, if you don't make

any decision, then you' re deened to have | eased by that and
t hat noney would be paid into escrow.

SANDRA RIGGS: And that would be the one-eighth

royalty option that we tal ked about, which would be tied to
mar ket val ue of the gas.

MARK SWARTZ: Well, you need to tell themthey're

al ways going to get a royalty no matter what, which, you
know, put out as an election. But if they're determ ned
ultimately to be the owner, they're always going to get a
royalty. The question is whether or not they want to
participate in the ownership of the well

SANDRA RI GGS:  Right.

MARK SWARTZ: That's really the option. | nean,

you know, it's stated as an election. But this Board wll
al ways provide for a royalty to persons who are ultimately
determned to own this gas. That will never...| nean, you
guys always enter that kind of an order.

The question really is do you want to
participate---.

SANDRA RI GGS: Parti ci pate.

MARK SWARTZ: ---as a partner in the well because

you feel that it's economcally desirable to do that. This
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Board will force Pocahontas Gas Partnership to take anyone
who wants to be a partner, you know, regardless of what their
other preference mght be. So, | nean, it's a two way street
here. You know, you're forced to give up your royalty
i nterest but Pocahontas Gas Partnership would be forced to
give up a working interest share as well. | nean, it is a
two way street.

The ot her observation | would nmake, you know, trust
me, the coal owners feel just as strongly, you know, that
t hey have sonething com ng here. You know, we've obtained
| eases fromthe coal here and have paid them bonuses. So, if
they're ultimately determned to be the owner, we're going to
have an agreenent with them So, there is another side to
the claimhere. They're certainly in favor of the
devel opnent.

MARK TUGGLE: So, if | cone and build a house on

your front yard and | charge rent before you get a penny out
of it, you have to pay 10% or a percentage of the house cost
before you can recoup rent. Does that sound fair?

MARK SWARTZ: The reason we're in court is so that

we're not trespassing or the reason we're before this Board
is so that we're not trespassing. | nean, you have notice of

this hearing. You have an opportunity to participate.
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You're going to have an opportunity to review the order, to
appeal the order to the Grcuit Court if you want to do that.
There is a big difference between goi ng on sonebody's
property without follow ng the | aw and doi ng what we're
doi ng.

| mean, there's a nmechanismin this State...the
| egi sl ature made a decision that it wanted coal bed net hane
devel oped rather than polluting. And...you know, they nade
t hat decision twelve years ago. That's where this lawis
comng from There's a big difference between just going on
sonebody' s property and doi ng sonething or follow ng the
| egal mechanismto undertake an activity. That's ny answer
to your question is that's the difference.

BENNY WAMPLER: It is an enabling statute. It's a

statute that pronotes the devel opnent of gas. W understand,
you know, a |lot of fol ks have a | ot of concern. The Board

has heard a | ot of concern with people about putting noney

into escrow and being force pooled. It's the law in
Virginia. It's not only the lawin Virginia, in fact, it's a
| aw t hat the Federal Governnent has adopted. |If the States

don't do it, then the Federal Governnent provides it if the
States refuse to do it.

MARK TUGGELE: Kentucky is 51% ownership
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BENNY WAMPLER: | don't know about Kentucky.

MARK TUGGELE: Several surrounding states is also

51% ownership. This is the only State that will allow |ess
than 51% If you |l ook at who actually pronoted the gas | aws
that was signed into lawto the General Assenbly, there's
your authors. You can look at the history. 1It's on file.
It is Consolidation Coal Conpany.

Al we're asking is that you protect, that you nake
them cone back to the bargaining and negotiate a price since
we do own it. | understand your point of view

BENNY WAMPLER. W just don't have the | ega

authority to do that. That's a private---.

MASON BRENT: M. Chairman, | wonder if it would be

hel pful if we could get Ms. Riggs to either cite or
paraphrase the statute, wherein, it limts the issues to
whi ch we can deal wth.

SANDRA RI GGS: The pooling provisions are set forth

in 45.1-361.21 and 45.1-361. 22.
BENNY WAMPLER: (I naudi bl e) .

SANDRA RIGGS: |Is that for pooling or the broad

authority of the Board?

BENNY WAMPLER. He's | ooking for the authority of

t he Boar d.
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MASON BRENT: Yes. The Board's authority.

SANDRA RI GGS: Ckay. The general powers and

duti es?

MASON BRENT: Yes.

CLYDE KING R ght.

SANDRA RIGGS: "The Board is to hold a nonthly

meeting at a tinme and pl ace designated by the Chairman. At

each neeting," let's see, "notification and cancell ation
shall be given at |east five days in advance. Four nenbers
constitute a quorum All determnations are by majority
vote. The Board shall the powers necessary to execute and
carry out all its duties specified in this chapter.

| nvestigate and i nspect records and facilities as are
necessary to performits duties and enpl oy such personnel and
consul tants necessary to performthe duties.” Then going on
in additional duties and responsibilities, "The Board shal
foster, encourage and pronote the safe and efficient

expl oration for and devel opnent, production and conservation
of gas and oil resources of the Commonweal th. Adm nister a
nmet hod of gas and oil conservation for the purpose of

maxi m zi ng expl oration, devel opnent, production and the

utilization of gas and oil. Adm nister procedures for the
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recognition and protection of the rights of gas and oi

owners with interest in gas and oil resources contai ned
within a pool. Pronote the maxi num producti on and recovery
of coal wi thout substantially affecting the right of gas
owners proposing a gas well to explore and produce gas. Hear
and deci de appeals of Director's permtting decisions,”" which
is the informal conference you went to on the permt. |If
that were appeal ed the Board woul d hear that appeal. "And
without Iimting its general authority, the Board shall the
specific authority to issue rules and regul ati ons or orders
pursuant to the adm nistrative process act to prevent waste

t hrough the design, spacing unitization of wells, pools or
fields, protect correlative rights, interspacing and pooling
orders, establish drilling units, establish maxi nrum al |l owabl e
production rates for the prevention of waste and for the
protection of correlative rights, provide for the maxi num
recovering of coal, classify pools and wells as gas and oi

or coal bed net hane gas, collect data, nake investigations and
i nspection, exam ne property, |eases, papers, books and
records and require or provide for the keeping of records in
the maki ng of reports, set application fees, govern practices
and procedures before the Board, require additional data from

parties in any hearing and take such actions as reasonably
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necessary to carry out the provisions of the chapter.”

MASON BRENT: So, nowhere in there are we

aut hori zed as a Board to conpel anyone to cone back to the
bargaining table. W just...we can't do it. W're powerless
to do that.

SANDRA RI GGS: Wl |, under 45.1-261.21, it says,

"The Board upon application fromany gas or oil owner shal

enter an order pooling all interest in the drilling unit when
the tests are net." |It's a mandatory...if they neet the

requi renents of statute, the Board is mandated to issue a
pool i ng order.

BENNY WAMPLER:  So, basically what we're doing is

maki ng sure the best we can with the help the citizens that
we're getting the record straight, that we have the proper
percentages of interest in the unit and those kinds of

t hi ngs, addresses, all the people identified, etc., mnaking
sure peopl e have been noticed or whatever. You know,
respecting your concerns and your rights, you know, with
that, we just don't have the authority to order themto cone
back to you. |If there's questions on the percentage of
interest of the anount of acreage or anything |ike that,
that's certainly within our power to get those adjusted.

BENNY WAMPLER: Does t he Board have any questions?
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CLYDE KING Do the people you represent own 80.50

acres of the 89. 467

MARK TUGGLE: No, we're a conbined total of 60.

(Board confers anong thensel ves.)

MARK TUGGELE: That's counting Paul Richardson in

Al together ours is 54. sonething percent.

BENNY WAMPLER: He's fi ve.

PAUL RI CHARDSON: See actually it is 5...24 acres.

There's three of us own it. Mself, |I've got a brother and
a sister-in-law. W own the...we have 47 acre...we have
anot her piece of property that joins this here 24, which they
want a roadway across it. So---.
(Board confers anong thensel ves.)

PAUL RI CHARDSON: That's the only thing | knew

about until in June...well, in May, when they started sending
these certified letters. W weren't supposed to have no gas
at all. They just want this roadway across this other
property.

BENNY WAMPLER:  Your brother and sister, they're

listed in here appropriately.

PAUL RI CHARDSON: They're not on this letter. But

in Lebanon, in the Courthouse, it is.

BENNY WAMPLER. Ckay. 1In a different tract, okay.
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Al right.

PAUL RI CHARDSON: I n case you cone up with that

| ater on.

BENNY WAMPLER: Right. Ckay.

(Board nenbers confer anong thensel ves.)

BENNY WAMPLER:  You do under stand t hough what we

were tal king about---?

PAUL RI CHARDSON:  Uh- huh.

BENNY WAMPLER. ---the protection | was tal king

about under the pooling? Even though | understand, you're
saying you can't get out and | understand that. | nean, but
if you can get---.

MARK TUGGELE: And it nay be give back to themin

the future. | nmean, we may never see a cent of it is the
probl em and no one else in the pooling process may ever see
one red cent of this entire pooling noney anywhere.

BENNY WAMPLER: | don't know how legally it could

ever go back to them | nean, there are attorneys here who
could address that. But | don't think---.

SANDRA RIGGS: It will never go back

BENNY WAMPLER:  ---that any body of |aw woul d ever

change it to where your property interest, which is your

property interest now unless you sell it will always be your
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property interest. It can't just be given to sonebody. But
what it is doing, as they sell that, that noney goes into
this escrow and that escrow continues to earn interest during
that period of tine and they continue to pay into it and we
do have...we have had...we've paid out over a mllion dollars
in the |last twelve to fourteen nont hs where peopl e have cone
in to the Board and had an agreenent. Both parties cone in
and say we have an agreenent. W have the coal owner and the
gas owner here and we authorize that. Then fromthat day
forward the gas conpany, whether it's Consol or whoever

whi ch ever gas conpany it is, PGP or any of the gas conpanies
operating in Virginia, then they would fromthat day forward
pay that royalty interest directly to you.

MARK TUGGELE: So, if we conme up wth an agreenent

with Swords Creek Coal Conpany, then it would be paid
i mredi ately to us?

BENNY WAMPLER: Whoever the coal owners are.

PAUL RI CHARDSON: That's who it is.

BENNY WAMPLER: | don't know...you know, that's

listed in here. Yes, that's the way that would work. And
that is if you' re |leasing or deened to be leased. |If you're
participating, if you buying into the well, then, of course,

you know, that's a whole different natter. But those terns

61



© 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

wll conme out in the formof an order subject to the Board's
approval here today.

SANDRA RIGGS: Swords Creek is who they show as the

coal owner

MARK TUGGELE: Yes.

BENNY WAMPLER:  So, | hope that's nmade sone sense

to you fromthat standpoint of our authorities and what we
can do. None of that takes away any of your rights
out si de- - -.

MARK TUGGLE: R ght. This is just a stepping stone

toacivil caseis all. W had to follow the hoops, too.

BENNY WAMPLER: | understand that. To your

know edge, are the other part of the record dealing with the
fol ks you're representing correct as far as the acreage is
concer ned?

MARK TUGGELE: Well, actually, according to the map,

it is correct. But according to their field representatives,

they're incorrect. There's actually...if you'll |ook on...
where the dividing line runs down section 11, you'll see our
mll house down in the very bottom down next to 1C, down next

to the highway. That is where the property line runs. It
actually follows the creek. Now, they're claimng another

100 feet of ownership since they bought this property 1l off
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of the Wlsons, and that's not right. As a matter of a fact,
they told us, you know, we can't do anything to our own
property, well house road, access or anything. They're
basically wanting to start using the access road that has
been there that ny grandfather and great grandfather hand dug
that road. Basically, they are just trying to take it. But
the actual line does run right down that creek where their
map is showng. W agree with...we agree with this property
map in this.

BENNY WAMPLER: Ckay. And the information that's

contained in the suppl enent?

MARK TUGGELE: Yes. But what they're actually

telling us in the field is incorrect.

BENNY WAMPLER.  Wel |, this is what we'll...is part

of the record.

MARK TUGGLE: Right.

BENNY WAMPLER:  Any further questions from nenbers

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

BENNY WAMPLER: Do you gentl| eman have anyt hi ng

further?

PAUL Rl CHARDSON:  No.

BENNY WAMPLER: M. Swartz?
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MARK SWARTZ: Not hing further.

BENNY WAMPLER: Is there a notion?

MASON BRENT: M. Chai rman, based on the

consideration of the issues that | think we're authorized to
deal with, | recomrend that we approve the application.

BENNY WAMPLER: Is there a second?

CLYDE KING May | ask a question, M. Chairman?

BENNY WAMPLER: Sur e.

CLYDE KING If we approve, when would this be in

producti on?

LESLI E K. ARRI NGTON: Near this well, it would

probably be six to eight nonths maybe.

CLYDE KING Six or eight nonths, which neans it

woul d be producing and there woul d be noney in escrowin six
to ei ght nonths?

LESLI E K. ARRI NGTON:  Un- huh

MAX LEWS: Does any of the pipeline run on their
property?

LESLI E K. ARRI NGTON: No, sir. No activities are

pl anned on---.
MAX LEW S: No neter houses?

LESLI E K. ARRINGTON: No, sir.

MAX LEWS: Just the well itself?
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LESLIE K. ARRINGTON: The well itself is not

| ocated...none of our facilities, the well site, the

pi peline, roads, nothing will be located on it other than M.
Ri char dson spoke about anot her access road he's speaking to,
not for this well location. But none of the facilities for
this FF-34 will be |ocated on any of their property. The
well site itself is located on a piece of the surface oil and
gas that we have purchased.

PAUL RI CHARDSON: So, you figuring---.

MAX LEW S: But it's on their mneral ?

LESLIE K. ARRINGTON: No, sir. The oil and gas

...their oil and gas---.
MAX LEWS: Gas.
LESLIE K ARRINGTON: ---is located within the

production unit.
MAX LEW S:  Yeah.

CLYDE Kl NG M. Chairman, |...under the

circunstances that we operate under and the fact that it wl]l
be in production in six nonths or so and there will be nonies
avail able, | second the notion.

BENNY WAMPLER:  Second. Any further discussion?

BENNY WAMPLER.  All in favor, signify by saying

yes.
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(Al nmenbers signify by saying yes, but Max Lew s.)
BENNY WAMPLER.  Opposed, say no.

MAX LEWS: No.

BENNY WAMPLER. W have one no. You have approval.

Thank you all.
MARK TUGGLE: Thank you.

PAUL RI CHARDSON: Thank you.

BENNY WAMPLER: Do you want to take a five mnute

break while the other parties cone forward?
(Al Board nenbers indicate affirmatively.)

BENNY WAMPLER: We'l|l take a five mnute recess.

(Recess.)

BENNY WAMPLER. W' ||l go back on the record. The

next itemon the agenda...the next itemon the agenda is a
petition from Evan Energy Conpany, LC for a well | ocation
exception for proposed well nunber 743. This is docket
nunmber VGOB-02-06/18-1034. W'd ask the parties that wsh to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behalf of Evan Energy Conpany. Qur witness in
this matter will be M. Jerry Hamlton. W'd ask that he be

sworn in at this tine.
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ot her s.

(Jerry Hamlton is duly sworn.)

BENNY WAMPLER

You nmay proceed.

The record will
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JERRY HAM LTON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hamlton, if you' d state your full name
for the Board, who you're enployed by and in what capacity?

A Jerry Ham | ton, enployed by Evan Energy
Conmpany, LC as Director of Environnental Safety Affairs.

Q Now, we just recently, prior to the hearing,
handed out a copy of your resune to the Board and | believe
this is the first tine, or at least in recent history, the
first tinme you ve testified before the Virginia Gas and Q|
Board. So, if you would, go through both your educati onal

background and your work history for them

A ["'ma...l'"ma 1972 graduate of Pound Hi gh
School. |I'ma 1976 graduate of Enory & Henry College with a
degree in environnental biology. Since May of '76, | have

been enpl oyed in various phases of coal mning, reclamtion,
restoration, permtting, starting with the Virginia
Departnent of Conservation and Econom c Devel opnent through
the Division of Mne, Land and Reclamation leading into

general manager of M ning Engi neering Services in Pound,
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Virginia and then on to coal production and superi ntendent
operations for various mning conpanies. The resune is
pretty well self explanatory. M/ background is basically
reclamation, restoration, earth noving, erosion and sedi nent
control

JIMKI SER M. Chairman, we'd ask that M.
Ham [ ton be accepted as a qualified witness in this matter.

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

Q Now, your responsibilities include the | and
i nvol ved here in the unit for well nunber 743 and in the
surroundi ng area?

A Yes.

Q This is a actually a location that you're
responsi ble for?

A Yes.

Q And you're famliar with the application
that we filed seeking a |ocation exception for well 7437

A Yes, | am

Q Have all interested parties been notified as
requi red by Section 4(B) of the Virginia Gas and Q| Board
Regul at i ons?

A Yes, they have.

Q Wul d you indicate for the Board the
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ownership of the oil and gas underlying the unit for well
nunmber 7437

A Ml ler Cove Energy is a 60% owner, Barnwel |
Ki ncai d 40% owner shi p.

Q And does Evan Energy Conpany have the right
to operate the reciprocal well, in this case, which wuld be
Evan well 723, which lies...we're seeking an exception of
about 82 feet from Evan well 723. So, you have the right to
operate all the surrounding reciprocal wells?

A Yes, we do. Yes, we do.

Q Now, in addition to your resune, we al so

handed out a little synopsis that you drafted in preparation
for this hearing that essentially explains the topographic,
t he erosion and sedi nent control reasons that we need to...
that we're seeking this exception of 82 feet. Can you just
ki nd of summarize that for the Board and | et them know t he
techni cal reasons that we're seeking this exception?

A The original stake | ocation or what woul d be
deened as the excepted | ocation on the 2500 foot spacing.

Q We have only one copy of this. So, I'll go
ahead and hold it up.

A Whi ch we can submt to the Board. The

original location is about the black dot up here. That area
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is onacliff area, one of the typical Lee County, a very
steep relief 42 to 48 degree sl ope, sandstone outcropping.
Very, very narrow point. | don't want to phrase it as an
environnmental nightmare to create this |ocation, but
excessi ve anmounts of overburden material would have to be

pl aced bel ow the |l ocation of the well. This material would
probably go 200 feet plus or mnus. Erosion control on the
preparation of this site would be virtually inpossible. The
road leading to this site would average a 18 to 20% gr ade.
Original construction would require blasting as well as
material would have to be placed bel ow a desired road grade
where it woul d probably slide and create further erosion and
sedi nent control problens. Long term naintenance on this
site would be virtually inpossible. You would be dealing
with a sandstone, a coarse grain sandstone that woul d be very
hard to vegetate. It would be so steep you coul d never
establi sh an adequate vegetative cover. The request to nove
it is to an area where, which is a natural flat, an area
shown on the map. This area is in a natural previous created
high wall. 1It's on a natural flat area. Anple roomis there
W th mnor excavation. FErosion and sedinent control on the
projected site or the site under request would be very

m nimal, road grade of |less than 10% going into this site or
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overal | average of |ess than 10% very maintainable, very
environmental friendly sat.

BENNY WAMPLER: How far are you novi ng that

| ocation? How far is that request to be noved?
JIMKISER | think it's roughly...this is a |egal
| ocation, the point that he has drawn on here.

BENNY WAMPLER: | under st and.

JIMKISER So, | think it's a little over 82 feet.
BENNY WAMPLER: The surface owner agrees to the

novenent ?
JERRY HAM LTON:. Yes, they do.
MAX LEWS: |Is that surface owner a private owner?
JERRY HAMLTON: No. It is...it is Mllers Cove
Energy and---.

JIM KISER ARC Land.
JERRY HAM LTON: Right. And ARC Land.

MAX LEW S: On both...both sides?

JERRY HAM LTON:. On both sides, yes, sir. 1It's on

the sane...the sane tract. Yes, sir. W are not taking it
off of the existing tract.

MASON BRENT: Who operates MCF 3?

JERRY HAM LTON: Qur conpany, Evan Energy.

MASON BRENT: You all?
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JERRY HAM LTON: Yes. All this was based on field

observation. W wal ked these sites prior to filing a permt
with DMME to make a environnental inpact assessnent of what
our sites wll do.

Q In the event this |ocation were not granted
...the exception were not granted, would you project the
estimated | oss of reserves in this unit resulting in waste?

A Yes. Approximately 400, 000, 000 cubic feet.

Q And what's the total depth of the proposed
wel | under the plan of devel opnent?

A 6200 feet.

Q WIIl this be sufficient to penetrate and
test the conmmopn sources as supplied in the subject formations
as listed in the permt application?

A Yes, it will.

Q And you're requesting that this | ocation
exception to cover conventional gas reserves to include the
designated formations fromthe surface to the total depth
drilled?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of

preventing waste, protecting correlative rights and

73



© 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

maxi m zing the recovery of the gas reserves underlying the
unit and the surrounding area for well nunber 7437

A Yes, it woul d.

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

BENNY WAMPLER: | woul d ask, are you going to pay

double in the overlap area?
JIM KI SER  Yes.
JERRY HAM LTON:  Yes.

JIMKISER | asked themthat yesterday.
JERRY HAM LTON:  Ckay.

BENNY WAMPLER:  Any...just...you nay have covered

this, but I didn't hear precisely the Exhibit B, the listing
of the conpanies there just the purpose of that.

JIMKISER  Just notifying all coal, oil and gas
owners within the designated area. That's a list of
everybody that was notified of the hearing.

BENNY WAMPLER: | saw...just one other question I

have and then 1'll ask the Board nenbers---.

MAX LEWS: Does this change the percentage of the
royal ti es of any other owners?

JIMKISER  No. No, sir. One tract is owned 60%

by one entity and 40% by anot her entity.
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BENNY WAMPLER:  You have Barnwel|l noticed...you

have Barnwel |l Kincaid over here. |Is that the sane---7?
JIMKISER  Yeah. Barnwell and Barnwell Kincaid is
the...is everything other than Arc Land. Barnwell Kincaid is
how he denotes MIler Cove, Darrell Barnwell, Billy Barnwell,
St ephani e Barnwel | and Carol yn (i naudible).
(Jerry Ham I ton and Jim Ki ser confer.)
JIMKISER | think that's how they designate---.
JERRY HAM LTON: That was a pl at designation.

BENNY WAMPLER. | wanted to get that clarified, the

different nane. It wasn't showing up there. Any questions
from nmenbers of the Board?
(No audi bl e response.)

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

JIMK SER M. Chairman, we'd ask that the
application be approved as submtted.
MAX LEWS: | nake a notion we approve it.

CLYDE Kl NG | second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

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

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

JIM KI SER  Thank you.
JERRY HAM LTON: Thank you.

BENNY WAMPLER: The next itemon the agenda is a

petition from Equitable Production Conpany for pooling of a
coal bed net hane unit under the Nora Coal bed Gas Field order
identified as VC-505187. This is docket nunber VGOB-02-
06/ 18-1035. We'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behal f of Equitable Production Conpany. CQur
witness in this matter will be M. Don Hall. W'I|Il ask that
he be sworn at this tine while I'm passing this out, revised
Exhi bit B.

(JimKiser distributes a revised exhibit.)

(Don Hall is duly sworn.)

BENNY WAMPLER:  The wi Il show there are no others.

You nmay proceed.
JIMK SER M. Chairman and Board nenbers, before
we get started, on this one if you'll take a | ook at your

revised Exhibit B that | just gave you on page one. The
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reason we revised it, if you'll conpare to the application
that's in your notebooks, we inadvertently on Tract 1 under
the...well, under Tract 1 if you'll go all the way down to
the one, two, three, four, five, six, seventh entry, I'm
going to try to pronounce this, Novel ada Kahl au, who we've
force pool ed nunerous tines in other wells, was originally
identified in the exhibit to the application as a | eased
party and Janes D. Breeding, Sr. and Myrtle Breeding were
identified as unl eased parties. Now, since this is a coal bed
met hane well and we're required on those application only
notice the unl eased parties, we noticed M. Breeding and
didn't notice...is it Mss or M. Kahlau?

DON HALL: M ss.

JIM K SER M ss Kahlau. W discovered the
m st ake, | guess, about nine days ago. W sent her a notice
along with a notice for another well that she's in that we're
pooling next nonth. It's obviously not technically a correct
notice. At this point, we'll just ask the Board's discretion
of whether or not we can nove forward or if this one needs to
be continued until next nonth.

BENNY WAMPLER: We better continue it until next

month and just do them both at one tine. So, that matter

wll be continued to the July hearing.
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The next item before the Board is a petition from
Equi t abl e Producti on Conpany for pooling of a conventi onal
gas unit identified as V-502735, docket nunber VGOB-02-06/ 18-
1036. W'd ask the parties that wish to address the Board in
this matter to cone forward. |It's item nunber twelve on the
Board' s agenda.

JIMKISER  JimKi ser, again, on behal f of
Equi t abl e Production Conpany. M. Hall is going to be our
W tness. He has previously been sworn. W are ready to nove
forward with this application. W do have a revised Exhibit
B on this one.

(JimKiser distributes the revised exhibit.)

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you' d state your nanme for the
Board, who you're enployed by and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Production as District Landman.

Q And do your responsibilities include the
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| and i nvol ved here for this unit and the surroundi ng area?

A Yes, they do.
Q Are you famliar with Equitable's
application seeking the establishnment of a drilling

unit...pooling order EPC well nunber V-502735, which was
dated May the 17th, 2002?

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A W do.

Q And prior to filing the application, were
efforts nmade to contact each of the respondents listed in
revised Exhibit B and an attenpt to work out a voluntary

| ease in regard to the devel opnent of the unit?

A Yes.
Q What is the interest of...referring to your
revised Exhibit B, what is the interest...|eased interest of

Equitable within the unit?

A We have 95. 95466% | eased.

Q So 95.47%@

A Ri ght .

Q Ckay. Are you famliar wth the ownership
of drilling rights of parties other than Equitable within the

79



drilling the unit? 1In other words, the unl eased portion of

the unit?
A Yes.
Q And what is that?
A That's . 0453%
Q O 4.53%
A Yeah.
Q And that's represented by M. Ed Jenkins and

then two unknown parties?

A. That's correct.

Q Ckay. Now, are all the unleased parties set

out in revised Exhibit B?

A They are.

Q Were reasonable and diligent efforts nmade
and sources checked to identify and | ocate unknown heirs to
i nclude primry sources such as deed records, probate
records, assessor's records, treasurer's records, and
secondary sources such as tel ephone directories, city
directories, famly and friends?

A Yes.

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

in the revised Exhibit B?
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A It was.

Q Now, are the addresses set out in the
revised Exhibit B to the application the |ast known addresses
for the respondents?

A Wth exception of a |lease party in Tract No.
3, Margaret Bates and Cifford Bates, 108 Flat Iron Road
shoul d be 19744 Flat |ron Road.

BENNY WAMPLER: Say it agai n.

DON HALL: Margaret Bates, Tract No. 3, is 108 Fl at
Iron Road. It should be 19744 Flat |ron Road
Q Are you requesting this Board to force poo

all the unleased interest as they are listed in revised

Exhi bit B?

A Yes.

Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

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

A A $5 bonus on a five year term and one-

eighth royalty.

Q I n your opinion, do these terns you have
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testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A They do.

Q Now, based on the respondents who are either
unknown or have not agreed to a voluntary |ease, do you
recommend that they be allowed the follow ng options with
respect to their ownership interest within the unit: One,
participation; twd, a cash bonus of $5 per net mineral acre
pl us a one-eighth of eight-eighths royalty; three, in lieu of
t he cash bonus and one-eighth of eight-eights royalty, a
share in the operation of the well on a carried basis as a
carried operator under the follow ng conditions: A carried
operator shall be entitled to the share of production from
the tracts pool ed accruing to his interest exclusive of any
royalty or overriding royalty reserved in any | eases,
assi gnnents thereof or agreenents relating thereto of such
tracts, but only after the proceeds applicable to his share
equal, A) 300% of the share of such cost applicable to the
interest of the carried operator of a |l eased tract or portion
thereof; or B) 200% of the share of such cost applicable to
the interest of the carried operator of an unleased tract or

portion thereof?
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A Yes.

Q Do you recommend that the order provide that
the el ections by respondents be in witing and sent to the
applicant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia 25328, Attention: Ml anie

Freeman, Regul atory?

A Yes.

Q And should this be the address for al
comuni cations with the applicant concerning any force
pool i ng order?

A Yes, it shoul d.

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

A Yes.

Q Shoul d unl eased respondents be given 30 days
fromthe date of the execution of the order to file their
witten el ections?

A Yes.

Q And i f an unl eased respondent elects to
participate, should they be given 45 days to pay for their

proportionate share of well costs?
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A Yes.

Q Does the applicant expect the party electing
to participate to pay to in advance that party's share of the
wel | costs?

A Yes.

Q Shoul d the applicant be allowed a 120 days
follow ng the recording...recordation date of the Board order
and thereafter annually on that date until production is
achi eved to pay or tender any cash bonus becom ng due under
the force pooling order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate but fails to pay their
proportionate share of well costs satisfactory to the
applicant for paynent of the those costs, then their election
to participate shall be treated as having been w thdrawn and
voi d?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of well costs, any cash sum becom ng
payabl e to such respondent be paid within 60 days after the

| ast day on which such respondent could have paid or made
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satisfactory arrangenents for the paynent of those well
costs?

A Yes.

Q Ckay. In this particular case, we have two
unknown interest owners in Tract 3. So, does the Board need
to create an escrow account for those respondent's benefit
until the noney can be paid to that party?

A That's correct.

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

A Equi t abl e Producti on Conpany.

Q Now, what's the proposed depth of the well

under the plan of devel opnent?

A 4818 feet.
Q Are you requesting force pooling of
conventional gas reserves will include not only the

desi gnated formations but any other formations excl udi ng coa
formati ons which nay be between those fornations designated

fromthe surface to the total depth drilled?

A Yes.

Q And what are the estimted reserves for this
unit?

A 300, 000, 000 cubic feet.
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Q Now, are you famliar with the well costs
for the proposed well under the plan of devel opnent?

A Yes.

Q Was an AFE prepared, signed and submtted to
the Board as exhibit Cto the application?

A Yes, it was.

Q Was this AFE prepared by an engi neering
department know edgeable in the preparation of such AFEs and
know edgeable in regard to well costs in this area?

A Yes.

Q I n your opinion, does the AFE represent a
reasonabl e estimate of the well costs for the proposed well?

A It does.

Q Coul d you state for the Board at this tine
both the dry hole costs and the conpleted well costs for
502735?

A The dry hol e costs woul d be $456, 369 and the
conpl eted well costs would be $269, 431.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes, they do.

Q Does your AFE include a reasonabl e charge

for supervision?
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A Yes.
Q Iny
granting of this appl
conservation, the pre

correlative rights?

our professional opinion, wuld the
ication be in the best interest of

vention of waste, and the protection of

A It will.

JI M KI SER
time, M. Chairnmn.

BENNY WAMPL

Not hing further of this witness at this

ER.  Could you just verify for ne that

Tract 3...1ooking at

3 the Bruce Jenki ns,
DON HALL:

nunber the plat. But

BENNY WAMPL

your |ocation map, Exhibit A |Is Tract
et al tract?

That's correct. Qoviously, we didn't
that is the tract.

ER And that's where we would find the

Mar gar et Bates and De
in the area?
DON HALL:
BENNY WAMPL

| oris Robinette, etc., all those fol ks

Right, in the exhibit, yes.
ER.  Thank you. Any questions from

menbers of the Board?
(No audi bl e
CLYDE KI NG

BENNY WAMPL

response.)
| nove we approve.

ER.  Modtion to approve. |Is there a

second?
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MASON BRENT: Second.

BENNY WAMPLER:  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

JIM KI SER Thank you.
DON HALL: Thank you.
BENNY WAMPLER. The next itemon the agenda is a

petition from Col unbi a Natural Resources, |ncorporated, for
pooling of a conventional gas unit identified as CNR-25...1'm
sorry, 24542. This is docket nunber VGOB-02-06/18-1037.

We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

MASON BRENT: M . Chai rman?

BENNY WAMPLER:  Yes.

MASON BRENT: I'd like the record to reflect that |

am going to recuse nyself fromthe last three itens on the
agenda.

BENNY WAMPLER: It shall so reflect. W still have
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a quorum He's just not voting.

CLYDE KI NG You' re here.

(Everyone cones forward.)

BENNY WAMPLER: |'|| ask each of you to introduce

yourselves and start on this end and go this way.

LYNETTE GREENE: Lynette G eene. |'ma

representative for Colunbia Natural Resources.
JIMKISER JimKiser representing Col unbi a Nat ur al
Resour ces.

ROBERT KENNON: Robert Kennon, | ead prospect

engi neer representing Col unbia Natural Resources.

PATRI CI A HOGSTON:  Patrici a Hogston.

RANDALL MATNEY: Randal |l WMat ney.

BENNY WAMPLER W' || ask themto go ahead and

present their case and then you'll have an opportunity to ask
questions. You may proceed, M. Kiser.
JIMKISER |'msorry, what was your nane, sir?

RANDALL MATNEY: Randall WMatney, representing Ccie

Beach and Adel phi a---.
LYNETTE GREENE: Ch, okay.

PATRI Cl A HOGSTON:  And ne.

JIM KISER Ckay.
RANDALL MATNEY: And Mazie---.
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MAZI E CHURCH CORDLE: Church Cordl e.

JIMKISER M. Geene will be our first wtness.
| guess, let's just swear Ms. Greene and M. Kennon at the
sane tine.

BENNY WAMPLER: Let's get everybody.

JIMKISER Al right. Swear themall.
(Everyone is duly sworn.)

JIMKISER W'I|ll|l start off with Ms. G eene.

LYNETTE GREENE

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Now, Ms. Greene, if you'd state your nane
for the Board, who you're enployed by and in what capacity?

A My nane is Lynette G eene. |'menployed by
Col unbi a Natural Resources as a |and representative.

Q | think you testified before the Board just
last nonth for the first time and your resune was submtted
and you gave sone testinony regarding that and you were
accepted as a qualified witness in land matters. And your

responsibilities obviously include the Iand involved in the

90



© 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

unit for well nunber 24542 and in the surroundi ng area?

A Yes.
Q And you're famliar with CNR s application
seeking the establishnent of a drilling unit and a pooling

order for this well, which was dated May the 17th, 20027
A Yes.
Q Does CNR own drilling rights in the unit
i nvol ved here?
A Yes.
Q Does the proposed well that's depicted as

Exhibit A to the application include all acreage w thin 2500

feet of...in other words, a 1250 foot radius for the proposed
wel | ?

A Yes.

Q Now, prior to filing this application, were

efforts nmade to contact each of the respondents naned in
Exhibit B and an attenpt made to work out a voluntary
agreenent regarding the devel opnent of the unit?

A Yes.

Q And at this tinme, what is the interest
within the unit that CNR has under | ease?

A 89.36% of the unit.

Q And you're also famliar with the ownership
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of drilling rights of parties other than CNR underlying this

unit, in other words, the unl eased interest?

A Yes.

Q And what is that percentage?

A 10.64% at the tinme of application.

Q Are all the unleased parties set out at
Exhi bit B?

A Yes.

(JimKiser confers with Lynette G eene.)

Q Ckay, were reasonable and diligent efforts
made and sources checked to identify and | ocate any unknown
heirs to include primry sources such deed records, probate
records, assessor's records, treasurer's records and
secondary sources such tel ephone directories, city
directories, famly and friends?

A Yes.

Q Now, in your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
her ei n?

A Yes.

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

respondent s?
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A Yes.
Q Are you requesting this Board to force poo

all unleased interest as listed at Exhibit B?

A Yes.
Q Now, are you famliar with the fair market
of drilling...fair market value of drilling rights in the

unit here and in the surrounding area?

A Yes.

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

A A $5 bonus for a five year termand a one-

eighth royalty.

Q In your opinion, do the terns you have
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
wWithin this unit?

A Yes.

Q Now, as to those respondents |listed at
Exhi bit B who have either not agreed to a voluntary | ease or
are unknown, do you recommend that they be allowed the
follow ng options with respect to their ownership interest
within the unit: One, participation; twd, a cash bonus of $5

per net mneral acre plus a one-eighth of eight-eighths
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royalty; three, in lieu of the cash bonus and one-ei ghth of
ei ght-eights royalty, share in the operation of the well on a
carried basis as a carried operator under the foll ow ng
conditions: Such carried operator shall be entitled to the
share of production fromthe tracts pooled accruing to his
i nterest exclusive of any royalty or overriding royalty
reserved in any | eases, assignnents thereof or agreenents
relating thereto of such tracts, but only after the proceeds
applicable to his share equal, A) 300% of the share of such
cost applicable to the interest of the carried operator of a
| eased tract or portion thereof; or B) 200% of the share of
such cost applicable to the interest of the carried operator
of an unl eased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that
the el ections by respondents be in witing and sent to the
applicant at Col unbia Natural Resources, Inc., 900
Pennsyl vani a Avenue, Charleston, West Virginia 25302,
Attention: Mary Sue Shul berg?

A Yes.

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

pool i ng order?
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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 shall be deened to have el ected the cash royalty
option in lieu of participation?

A Yes.

Q Shoul d unl eased respondents be given 30 days
fromthe date of the order...execution of the order to file
their witten elections?

A Yes.

Q And i f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of well costs?

A Yes.

Q Does the applicant expect the party electing
to participate to pay to in advance that party's share of
conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed a 120 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 becom ng due under the order?

A Yes.
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Q Do you recommend the order provide that if a
respondent elects to participate but fails to pay their
proportionate share of well costs satisfactory to the
applicant for paynent of the those costs, then their election
to participate be treated as been wthdrawn and voi d?

A Yes.

Q Do you reconmend the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of those well costs, any cash sum
becom ng payable to that respondent be paid within 60 days
after the last day on which such respondent could have paid
or made satisfactory arrangenents for the paynent of those
wel | costs?

A Yes.

Q Ckay. We do have, what, two unknown owners
inthis unit on Tract---.

BENNY WAMPLER: 6

Q ---6. Now, as such, does the Board need to
establish an escrow account so that any proceeds attributable
to those unknown interest can be paid into that?

A Yes.

Q And who shoul d be naned t he operator under

the force pooling order?
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A Col unbi a Natural Resources.

Q I nc.?

A I nc.

JIMKISER No further questions of this wtness at
this time, M. Chairnman.

BENNY WAMPLER:  Questions from nenbers of the Board

of this w tness
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

ROBERT KENNON

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

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Kennon, if you'd state your nane for the
Board, who you're enployed by and in what capacity?

A Robert Kennon. |'m enpl oyed by Col unbi a
Nat ural Resources as a | ead prospect engi neer whose duties
i ncl ude reserve econom c analysis for the wells in this
particul ar area.

Q Agai n, last nonth your...was your first

experience testifying before the Virginia Gas and G| Board
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and your qualifications as a...a qualified witness in the
area of operations were accepted. Your responsibilities do,
as you just stated, include the |ands involved here and in
t he surroundi ng area?

A Yes.

Q And you're famliar with the proposed
expl oration and devel opnent of the unit involved here?

A Yes.

Q And what's the total depth of the proposed
wel | under the plan of devel opnent?

A 5622 feet.

JIMKISER It may be different than what we stated
in the application, M. Chairmn.

ROBERT KENNON: That's per the revised G pl at.

JIMKISER  Ckay.
ROBERT KENNON: There was an el evation that made

some corrections.

Q Ckay, we stated...we had it at 5690 in the
application. So, the actual depth should be 56227

A Yes, sir.

BENNY WAMPLER: That's what | have.

LYNETTE GREENE: | have that, too.

JI' M Kl SER: He does?
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BENNY WAMPLER: That's what | have.

LYNETTE GREENE:  Un- huh.

BENNY WAMPLER:  5622.

JIM KISER Um
BENNY WAMPLER: They just didn't give you an

updat e.

(Laugh.)

JIMKISER [|I'mthe [ast to know.

BENNY WAMPLER. That's okay as |ong as the Board
has it.

CLYDE KING Yeah.

Q I s the applicant requesting force pooling of
conventional gas reserves not only to include the designated
formati ons but any other formations excluding coal fornmations
whi ch may be between those fornmations designated fromthe

surface to the total depth drilled?

Yes.
Q And what are the estimted reserves for this
unit?
A 500, 000, 000 standard cubic feet.
Q Now, are you famliar with the well costs

for the well under the plan of devel opnent?

A. Yes.
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Q Has an AFE been prepared, signed and
submtted to the Board as exhibit Cto the application?

A Yes.

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

A Yes.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of the well costs for this
proposed wel | ?

A Yes.

Q Coul d you state for the Board both the dry
hol e costs and the conpleted well costs?

A Estimated dry hol e costs $184,077. The
conpl eted well costs of $285,578.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

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

A Yes.

Q I n your professional opinion, would the

granting of this application be in the best interest of
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conservation, the prevention of waste, and the protection of
correlative rights?

A Yes.

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

BENNY WAMPLER:  |'Il just correct what | said

earlier. \Wat we have is correct on the AFE provided 5622
total depth, but what was in the application was 5690. So,
you're correct in that (inaudible) the AFE.

JIMKISER Al right. Correct.

BENNY WAMPLER: Questions from nenbers of the Board

of this w tness?
(No audi bl e response.)

BENNY WAMPLER. Ckay, |'ll yield to you folks.

PATRI CI A HOGSTON: Ckay, go ahead.

RANDALL MATNEY: Could | ask Ms. Greene a few

questions---?

BENNY WAMPLER: You sure can

RANDALL MATNEY: ---to make sure | understand

everything? Wen would production start?

LYNETTE GREENE: After this well is drilled, we're

hoping to have it on line by the end of the year.

RANDALL MATNEY: Uh-huh. Okay, well, you'd want
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the property owners to be know edgeabl e i n what was goi ng on,
woul dn't you?

LYNETTE GREENE: Yes.

RANDALL MATNEY: Peopl e that owned property?

LYNETTE GREENE: Yes, sir.

RANDALL MATNEY: So, your representative of the gas

conpany needs to be know edgeabl e of the contract and answer
all legal questions, health, safety and environnent, unknowns
or whatever and get the answers and get back with the | and
owner then, wouldn't you?

LYNETTE GREENE: Yes, sir.

RANDALL MATNEY: Well, the gas conpany

representative woul d be know edgeabl e that you'd send,
woul dn't he?

LYNETTE GREENE: (No audi bl e response.)

RANDALL MATNEY: So, he'd know nore...would he have

know edge about how they | ay pipelines and conpressor
stations and all this?

LYNETTE GREENE: He woul d, but did he approach

about conpressor stations?

RANDALL MATNEY: Well---.

LYNETTE GREENE: WAs that what he approached you

about, sir?
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RANDALL MATNEY: No, | just asked you would he have

knowl edge of how they put the pipelines in and things |ike
t hat ?

LYNETTE GREENE: He...as far as the construction

end of it, no. But as far as preparing the land in order to
construct it, yes.

RANDALL MATNEY: Ckay.

LYNETTE GREENE: GCetting the rights ready, he would

know t hat .

BENNY WAMPLER: Let ne just clarify one thing for

you. Those are permtting issues that you're raising and not
really issues before the Board.

RANDALL MATNEY: Ckay.

BENNY WAMPLER:  Just so that you know. Not to cut

you off on where you're going.

RANDALL MATNEY: Ckay.

BENNY WAMPLER: | just...l just want you to be

aware of that.

RANDALL MATNEY: Well, he'd be know edgeabl e...you

all would know who's the proper |and owner and you' d know all
about Wlls and all that then, wouldn't you?

LYNETTE GREENE: Yes.

RANDALL MATNEY: You done searched that out?
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LYNETTE GREENE: Yes.

RANDALL MATNEY: (kay. And...so, you'd want a

| andowner to be know edgeabl e of what's going on. Well,
that's the problemwe' ve got. M nother has offered to sell
but the guy that cone to get the property...he called on
Friday and wanted to cone on Monday. He said he was new to
the job. | started asking hi mquestions about this contract.
You know, it has got all this stuff init. He didn't know.
He didn't know. So, he wote down all these questions and
got back...he said, "I'lIl get back." And, you know, health,
safety and environnental questions that we had. He tried,
guess, but he just didn't know the answers. So, he was
supposed to get these answers and get back with her and try
to work out sonething.
What he got back was, we'll just force pool you.

So, she's not knowl edgeable...l nean, he couldn't tell her
what was going on. As a matter of a fact, he didn't know the
di fference between natural gas and nethane, and | know that.
And, you know, sonme of the questions, |ike environnental.

He said, well, the contractor said that they would pay for
the tinber, but it don't say who decides the price, you know,
the fair market value or sonebody just give you what they

want .
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| mean, there was several issues there. | asked
him | said...about the tinber, he said, "well, we go around
the tinber, we go around the trees.” | said, "what do you
got a big truck | oad of 45s and 90s, when you cone to a tree,
do you 90 around that and 45 around that?" \What's the dea
here? | said, "I tell you what," | said, "I"lIl take you up
the road and show you where they're putting the pipeline.
They're cutting a strip about a 100 foot wde." And, you
know, | don't know what the problemwas. He was not very
know edgeabl e.

He nade several prom ses, you know. So, | started
| ooking at the contract. The contract plainly says, and |
can show you, it says nothing oral...nothing oral is binding.

It has to be in this paper. And that's all that Mommy's
asking for is to put it on paper, these prom ses they nake.
He set right there and told ne all that and | |ooked and it
said nothing oral is binding. It says it has be in this
contract. Then it has got in this contract here that, you
know, that they want you to sign, it says, you waive any
right for a civil action against Colunbia Natural. Well, if
they don't pay you, how are you going fight your noney? |
mean, you can't sue them And if they cone...if they sink

your water, you waive your right to sue themthere. | nean
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just... everything | seen was just a big contract wote up
for the conpany and nothing for the...for the | andowner.

They couldn't...he didn't know, you know, if your coal was
tied up, you know. All this is tied...he didn't know t hat
coal, oil and gas was tied together. He didn't know if Mnmy
could sell her coal, since they owmn it all, if you sell the
gas. He didn't know none of that. He never...| feel |ike

nobody reasonably nade an attenpt to buy her stuff out. |

called himon the phone, | told him she wll sell. But, you
know, it was like take it or leave it, | guess. Take this
contract. | guess he think everybody is dunb.

VMR WAMPLER: M. Kiser.

JIMKISER Well, we would certainly be willing
to...if this particular |and person was not...obviously, you
weren't satisfied with his know edge base. W would be
glad...this whole force pooling process fromtoday until you

actually you have...a suppl enental order can take anywhere

from--.
RANDALL MATNEY: Well, he wote down ei ght
questions. | asked himstuff in this contract.
JIMKISER --60 day---.
RANDALL MATNEY: | asked him

JIM KISER Ckay.
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RANDALL MATNEY: We're not dumb up there where we

live at.

JIMKISER Al right, let me finish. It wll take
maybe 60 to 90 days. We'd be nore than willing to send a
different, nore experienced | andnman out there to work with
you and your nom and get those questions answered and stil
woul d be nore than willing to have you be subject to a
voluntary | ease rather than a force pooling order

RANDALL MATNEY: Well, he wote eight questions.

He said | just didn't realize these was in there and |I'm new

to the job. | worked in the coal mnes. |I'mtrying to get
out of the coal dirt. I'mtrying to get a clean job, |
guess. | don't blanme him But we never got the answers to

t he questions, none. Just call Momy back and said we'll

just force pool you. You know, like it don't make no

di fference, you know.
JIMKISER Do you renenber his nanme by any chance?
RANDALL MATNEY: No. | don't want to know him |

don't want to see him | think it's very untactful to send
sonebody out that has no know edge of what's going on. That
don't know the difference between natural gas and net hane.
We expect---.

LYNETTE GREENE: |s your---7?
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SANDRA RIGGS: Well, this is...thisis a

conventional gas drilling unit. It has nothing to do with
met hane.

RANDALL MATNEY: Well, it says coal, oil or gas.

asked him | said, what...what's the deal here. W' re buying
the natural gas. | said the contract says oil, gas and
constituents.

SANDRA RIGGS: Well, we're tal king about the

pooling...the pooling application that's before the Board
today is a conventional gas---.

BENNY WVAMPLER:  Onl y.

SANDRA RI GGS: ---pooling application.

Conventional gas only and not coal bed net hane.
JIMKISER See, it wouldn't grant the applicant
any rights to the coal bed net hane.

BENNY WAMPLER:  They' d have to cone back

RANDALL MATNEY: See, that's what |'m saying. They

ain't nobody that knowed it. I|I'mnot alawer. I'ma
mechanic. | work on stuff for aliving. | don't know about
stuff like this. Wen sonebody cones, they need to be able
to answer every question that |'ve got.

SANDRA RIGGS: Well, let's...why don't you ask..

wWth respect to this pooling application, let's see if we
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can't clarify some of this for you. This is conventional gas
only and not coal bed net hane.

RANDALL MATNEY: kay. That's natural---?

SANDRA RI GGS: You' re an owner---.

RANDALL MATNEY: You're tal king about natural gas?

SANDRA RIGGS: Right. Deep---.

RANDALL MATNEY: Well, | asked that guy. He said,

well, it's only natural gas. | said, well, why don't you
specify this natural gas. He didn't know why. He didn't
know t he difference.

SANDRA RIGGS: On Tract 5, is that where your

interests are?

RANDALL MATNEY: | don't...... lt's---.

LYNETTE GREENE: |s your nom Cci e?

PATRI CI A HOGSTON:  Yes.

RANDALL MATNEY:  Yes.

SANDRA RIGGS: Tract 5, do you have the pooling

application?

RANDALL MATNEY: Is this it?

SANDRA RIGGS: Turn to the map.

RANDALL MATNEY: | mean, we know it's a done deal

But, you know, we want to be treated |like we've got a little

bit of sense when you cone with a contract.
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SANDRA RIGGS: Up in the corner, Tract 5, that 1.33

acre, is that the tract we're tal ki ng about?

RANDALL MATNEY: Yeah, it's a 130 sone or 40 sone

acres.

SANDRA RIGGS: Well, within this drilling unit,

we're tal king about 1.33 acres, which is Tract 5. That's al
we' re tal king about.

RANDALL MATNEY: | guess it is.

SANDRA RIGGS: Well, if you'll ook on Exhibit B

t hat shows where your interest are---.

RANDALL MATNEY:  Unh- huh.

SANDRA RIGGS: ---within this drilling unit, it

woul d be Tract 5. According to this map---.

RANDALL MATNEY: Yeah. Yeah, that's right. Ckay.

SANDRA RIGGS: ---there is no activity on the

surface. Is that right, of their tract?
JIMKISER That's right.
SANDRA RI GGS: There's no pipelines. There's no

gas wells. There's no access roads. So, therefore, there's
no environnental issues, anything that affects your tract.
They're draining the gas and paying you a royalty from
beneath. But there's no activity on your surface.

RANDALL MATNEY: That ain't what the contract says.
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SANDRA RIGGS: W'll, we're...do you have the

pool i ng application?
JIMKISER No, he's tal king about the |ease that
he was of fered.

LYNETTE GREENE: Q| and gas | ease.

BENNY WAMPLER: He's tal king about the | ease

agreenent that was provided.

RANDALL MATNEY: The | ease agreenent don't say

that. They want to bring gas fromother properties and dril
and store on it free of charge.

SANDRA RIGGS: Well, the |ease that they're...that

they presented to you has to do with your entire ownership,
presune. Wat we're tal king about today in this pooling
application is 1.33 acres located in the upper corner of this
circle you're | ooking at on the nap.

RANDALL MATNEY: Okay, yeah, | understand. Yeah.

SANDRA RI GGS:  Which woul d be the area drained by

JI M KISER  24542.

SANDRA RI GGS: 24542. W're tal king about that one

wel | .

RANDALL MATNEY: Well, see, this all should be

explained to ne instead of nme having to mss a days work to
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conme over here to hear this, you see, is ny point. And
that's why | think they need to talk to us and cone and
explain to her what's going on on her property that she owns
i nstead of sending sonebody that don't know.
JIMKI SER Well, that's what |'m proposing to you
| will ensure that they'll send the nost experienced | andman
out there to go through this with her---.

RANDALL MATNEY: Well.....

JIMKISER ---rather than an experienced one.

RANDALL MATNEY: She needs to say what she has to

say. | think it's pretty relevant too.
JIMKISER Al right.
BENNY WAMPLER: Go ahead. Go ahead, ma'am

PATRI CI A HOGSTON: Wl |, what | have to say

concerns---.
BENNY WAMPLER.  Wbul d you state your nane for the
record?
PATRI CI A HOGSTON: Patricia Hogston, and | object
to this. Colunbia sent soneone to ny house last fall. 1In

the very beginning, they called ne to get the phone nunbers
for nmy husband's sisters. | told themat that tine ny
husband was sick and to not call back and bot her hi m because

he had cancer and was very sick. They said okay. Well, |ast
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fall, they canme to the house and wanted to talk to him So,
| had to get himout of the bed, and he didn't feel |ike
bei ng pressured into signing a | ease. W already knew what
the | ease said. W'd seen one.

My husband passed away Decenber the 29th, 2001.
So, a few weeks later, | received another copy of the |ease

in the mail and they insinuated, or inplied, that we'd never

had a copy or we'd never seen it before. Well, |I'd seen two
or three copies. | just wote on this he had deceased and
mailed it back. So, around the first of April, | was gone

sonewhere and ny daughter was with ne since ny husband had
passed away. She got a phone call and they asked for her.
They told her that her father's | ease had |left her as the
owner, and our two grandsons, in this property, his interest
inthis property, which is absolutely not true. | told ny
daughter that's yours when | pass away because he |eft them
sonet hi ng and everything else went to ne until | pass away.
Then a few days | ater, soneone cones to ny door and was from
Col unbi a Gas and they asked for ny daughter. Wen | found
out what they wanted, | told her, | said, you read the | ease
wong...read the WIl wong. | said, that's not...you' re not
reading it correctly. So, she pulls out a copy of the WII

that she had gone to the courthouse and got and she started
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explaining it to ne. | said, no. She turned over here. |
said, right here it is. | said, if you'll go back and read
the first, it said, "I give, devise and bequeath all the rest
and residue of ny estate real, personal or m xed what soever

| ocated to my wife Patricia S. Hogston with the exception as
set forth in Article IV." They didn't read Article I'V.
That's what applied at the tinme of his death.

So, | looked at her...| started |ooking for it, she
didn't even have Article IV. It wasn't in her copy of the
WIl. Now, what happened to it, I don't know. | went in and
got nmy copy and | read to her Article IV. | showed her. So,
she understood then. She said, well, her boss told her
that's the way it was, the way she | ooked at it and two or
three other people in the office. But they couldn't even
read the WII correctly.

| feel like that they should cone and ask ne if he
left it to me or what before they went to the courthouse and
got a copy of his WII. | was very, very hurt by that.

RANDALL MATNEY: That's ny point. They can't even

read the WIIl and had it right there. They're so reckless.

l...1 don't like...l don't want to do business w th anybody
like that. If you can't read the WIIl in black and white.
mean, | can understand if you don't know sonething. Wen you
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got it in black and white, they ought to be able to fix that.

SANDRA RI GGS: Wl | ---.

PATRI CI A HOGSTON: That nade ny daughter and

grandsons feel like that | had withheld information from
them That they were not getting everything they were
supposed to fromthe WII.

SANDRA RIGGS: Well, they're required by law to do

due diligence to try to track down the owners of gas and oi
interest that they're pooling. Part of the requirenent that
they have is to go to the courthouse and review public
records. That's the way predom nantly they're supposed to
determ ne ownershi p because the property records is where you
would go to find out who owmns what. That's where they start.
Then fromthere if they can't figure it out, they start
contacting people directly to try and resolve. Because in
the coalfields, many tines you have heirships that aren't
recorded or aren't put of record and generations go by and
the only way you can find out who the owners are and who the
heirs are after two or three generations, is by contacting
relatives and making inquiry.

So, you know, part of the regulations of the Board
requires themto do that due diligence in order to tie down

exactly who is entitled to proceeds fromthe gas producti on.
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That's just by way of explanation to tell you that that's
sonething that the law requires themto do.

PATRI CI A HOGSTON: Well, they should be able to

read it correctly.

SANDRA RI GGS: But do they have---7?

JIMKISER | believe we do have her interest
correct on Exhibit B to the application.

SANDRA Rl GGS: ---based on the current...the

application for pooling in Tract 5, they appear to have you
listed as the owner of that?

PATRI CI A HOGSTON:  Yes.

RANDALL MATNEY: She had to straighten it out,

t hough.
PATRI CI A HOGSTON: See, they cane to the house to

get ny daughter and grandsons to sign a | ease because they
didn't read the WII correctly.

RANDALL MATNEY: We'd like to talk to sonebody

that's know edgeabl e of what's going on, sonebody that can
explain the contract that they got you to sign.

SANDRA RI GGS: Wl | ---.

JIMKISER Well, we probably did the---.
SANDRA RIGGS: ---nornmally when you' ve got two

parties negotiating, one has their advisors and the other has
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their advisors and that's how you cone together on your
terms. You probably need to contact an attorney or sonebody
that can advise you in your best interest because they're
negotiating for thenselves. They aren't negotiating for you.

RANDALL MATNEY: Well, no, they weren't

negotiating. Take it or leave it, that was the way we got
it.

SANDRA RIGGS: Well, they presented you the | ease

and then you...then you instituted negotiations. [|s that
what you're saying?

RANDALL MATNEY: No, we tried. But, you know. ..

well, Momy's willing to sell. But the guy that was supposed

to get all these answers to these questions and answer them

you know, and then haggle fromthere, | guess, but he just
said we'll just force pool you, you know. Do what they want.
JIMKISER Wll, like | said, we'll send sonebody

nmore know edge out there and try again. M firmprobably did
the title opinions inthis unit. |If there's any question,
obvi ously, we agree that, you know, you own the interest...
the interest that your husband had in that tract. | can go
back and take a |l ook at that, and with nmy client's

perm ssion, even provide you a copy of that. So...if that

w Il be hel pful.
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PATRI Cl A HOGSTON:  Ckay.

JIMKISER  But, you know, we...we would rather
operate under a |l ease than a pooling order, also. So,
if...if you all are anenable to it, then | can have Lynette
send soneone out with, | guess..what has Ron got, twenty or
thirty years of experience?

LYNETTE GREENE: Ron has thirty...about thirty

years of experience.

JIMKISER  And have himtalk with you and
hopefully get answers to those questions. |If we can't get
themfromhim 'l give you ny card and you can call ne.

RANDALL MATNEY: It sounds |ike a w nner.

BENNY WAMPLER: Do you have anything further?

RANDALL MATNEY: No. |If he's wanting to go back,

you know, and explain things, which sonething m ght happen.

BENNY WAMPLER: Wl |, like he said, once the Board

order cones out, if the Board approves the application today,
you'll still have thirty days fromthat date. You know, an
opportunity there to nmake decisions on a |ease or to
participate in the well and the options you heard her, M.

Ri ggs, explain this norning.

SANDRA RI GGS: Your choice is either to foll ow one

of the options set forth in the Board order, and you may |ike
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those terns better than you like the | ease terns. You don't
have to sign a voluntary |lease. You can...you can elect to
| ease through the Board's pooling order.

So, you need to conpare terns. Like that |ease
covers all of your ownership where this pooling order only
covers what | told you 1. whatever acres.

RANDALL MATNEY: 1.33 or sonething.

SANDRA RIGGS: Right. It may give additional

rights to the operator that you don't want to give that the
pooling order would not. So, you need to | ook at the pooling
order and you nmay decide that you want to go that route
instead of a voluntary |ease. But then that would be your
opti on.

RANDALL MATNEY: Uh- huh. Yeah, we understand that.

| understand that.

BENNY WAMPLER:  You're just wanting your questions

answered. We under st and.

RANDALL MATNEY: Well, we didn't think that they

ought to be able to force pools until they can answer what
they're wanting us to sign.

SANDRA RIGGS: |Is there a permt issued on this

well? A lot of the questions that you have are permtting

i ssues as opposed to pooling issues. Bob Wlson is the Gas &
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Ol inspector. He can give you his nunber as well in terns
of questions you m ght have about the permtting process.

RANDALL MATNEY:  Un- huh.

SANDRA RI GGS: Because when they file an

application for...this well isn't on your property and
according to this plat there's no intrusion---.

BENNY WAMPLER: (| naudi bl e).

SANDRA RIGGS: ---on to your property, physical

intrusion on to your property.

RANDALL MATNEY: If you sign that contract, there

w1l Dbe.

SANDRA RIGGS: Well, that's what |'m saying. You

may want to conpare---.

RANDALL MATNEY: | know. Yeah, | know what you're

sayi ng.

SANDRA RIGGS: ---a |lease to the pooling order and

make a decision what's in your best interest. But in terns
of permtting issues, M. WIlson can help you with those
i ssues. You tal ked about environnental issues and those
ki nds of things are handl ed through the permtting process.

RANDALL MATNEY: Well, they should be able to

answer that whenever they cone to buy your gas or whatever

they're going to do. So, we didn't know...we figured they
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was going to take a dozer and just plow it up or whatever
They can't tell you if they don't know They can't tell you
what's going on and we don't know. W don't know. W should
not have to cone here. They should have knew they weren't
going to get on the property. But he didn't know that. |
probably knew nore about it then he did. After | read the
contract, | had an idea what they wanted. Wat they're going
to get wll be sonething el se.

BENNY WAMPLER.  Wel |, we agree with you on that.

But the representative contacting you should be a
know edgeabl e representati ve.

RANDALL MATNEY: He said he had about six nonths of

experience or sonething like that.

BENNY WAMPLER:  Any questions from nenbers of the

Board of these w tnesses?

(No audi bl e response.)

JIMKISER M. Chairman, we'd ask that the
application be approved as submtted.

BENNY WAMPLER: Is there a notion?

MAX LEWS: | make a notion that we continue it
until he contacts you about what's on your property.

RANDALL MATNEY: It sounds good.

CLYDE KING Is that a notion to approve?
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BENNY WAMPLER: Mbtion to continue i s what he made

until they contact these folks.

CLYDE KING |s that agreeable with everybody?

RANDALL MATNEY:  Yes.

JIMK SER Well, we've...we've gone on the record
as saying that we'll send sonebody out there at the earliest
opportunity. | guess, as early as tonorrow, if that's

convenient for you all---.

RANDALL MATNEY: You'll just have to call Mommy and

make an appoi ntnent with her.

JIMKISER ---to...to get those questions
answered. And if we negotiate a | ease, then we could dismss
them out through the suppl enental order process. |If they
decide that the force pooling order is a better option to go,
then we'll have it and we can proceed. | don't know how it
benefits anyone to continue it to next nonth.

SANDRA RIGGS: Until...until you get the pooling,

you' re going to have nothing to conpare against to decide
whi ch way you want to go.

RANDALL MATNEY: Yeah, okay.

JIM KI SER:  Yeah.
SANDRA RIGGS: That's the other issue, too.

CLYDE Kl NG Can make...could we nove that it be
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approved subject to approval of all parties?
MAX LEWS: How are we going to know that? W have
no way of know ng that.

BENNY WAMPLER: W can't do that. | mean, because

they may...l nean, that's noving into property rights.
Certainly---.
CLYDE KING There ought to be sonme way we could

handl e to---.
JIMKISER Well, | think it's going to...it would
be nore---.

CLYDE KING ---satisfy both parties.

JIMKISER As Ms. Riggs stated, | think it would
be nore beneficial to themto approve the order so that they
can see a Board order so that they have sonething to conpare
to the voluntary | ease. You have our word on the record
today that we'll have a nore know edgeabl e | and person out
there to answer these questions regarding a | ease so that
you' Il have that answered. Then it usually takes, what,
maybe two weeks to get a recorded Board order that we can
send out. Then at that tine, you'll have thirty days from
that point to decide whether to go with the | ease or nake one
of your election under the Board order. | think that's a

nmore | ogi cal process.
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BENNY WAMPLER:  Does that sound reasonable to you

fol ks?
JIMKISER Ms. Greene said she'll cone out and
meet with your nother.

RANDALL MATNEY: That's fine.

LYNETTE GREENE: | can neet with your nom

CLYDE KING Is that satisfactory for all parties?

MAX LEWS: |s that acceptable to you?
RANDALL MATNEY: What are we sayi ng exactly now?

MAX LEWS: That she's going to conme out and
explain all the legality about your property and
everyt hing...about your rights.

RANDALL MATNEY: Yeah, she can cone.

JIMKISER And if she has questions, she can cal

ne.
RANDALL MATNEY: W just took offense to sending

sonebody there that couldn't answer the questions. |'msure

you can understand that. |If you go to a car lot to buy a car

and they don't know nothing about it and don't know if it's
15" wheels or 16, or don't knowif it has got a V-6 or if
it's an electric notor or whatever. | nean, you know, you're
going to wal k off. That's about the way we feel out there.

| mean, that guy couldn't answer nothing.
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JIMKI SER So, again, |I'd ask that we have the
application approved as submtted.

CLYDE KI NG Is there a notion on the floor, M.

Chai r man?

BENNY WAMPLER: A npbtion to continue is on the

floor. Max is thinking about it. Are you still |eaving that
noti on out there?
MAX LEWS: Yeah, I'mgoing to |leave it out there.
BENNY WAMPLER: He has got the notion out, notion

to conti nue.

CLYDE KING | nove that we approve with the

stipulation that all parties---.

SANDRA RIGGS: | think you first have to deal with

his notion before you can---.
MAX LEWS: How are you going to know that?
CLYDE KING Ch, okay.

BENNY WAMPLER: |'ve got to deal...l've got to dea

wth this to see if there's a second. So, | take that you're
not secondi ng---.

CLYDE KING  No.

BENNY WAMPLER: Now, so that doesn't have a second.

JIMKISER | want to go back...can | go back to

the notion to continue? | nean, do you understand that
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that's not going to get themin the position they need to be
in to where they can deci de between a | ease and a Board
order? Because they're not...if it's continued, they're not
going to have any order to conpare the |ease to.

RANDALL MATNEY: W just need our questions

answer ed.

JIMKISER  Right.

RANDALL MATNEY: Let's go ahead and answer sone
guestions. I'll wite up about a hundred questions and if
they answer them then that wll be all we need to know.

CLYDE KING If all parties agree, it shouldn't---

MAX LEWS: You're not going to know whet her those
questions are answered or not.

SANDRA RIGGS: Well, | would repeat that they're

not your attorneys. They represent the conpany. You need to
have your own representation.

RANDALL MATNEY: | understand that. | under st and

t hat .

SANDRA RIGGS: | nean, the terns that they're

offering you are contained within the | ease. You either
agree or disagree with that. Now, the questions that you're
getting into go beyond the | ease terns. You' re now wanti ng

to know their production and operation business and that's

126



© 00 N o o b~ w N P

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

)
1

not what a | andsman does. You're asking questions about how
the well is going to be drilled and what intrusions on the
surface and all that kind of thing and we've already

determ ned there is no intrusion on your surface.

RANDALL MATNEY: Well, they should have knew t hat

when they...when he cone to the house.

SANDRA RIGGS: Well, | understand that. But now

you know that. So, going fromthis point forward in terns of
presenting a hundred questions or a thousand questions---.

RANDALL MATNEY: Well, you know, | just said that,

you know, things that | wanted to ask them about.

SANDRA RIGGS: W're trying to resolve the issues.

Not just debate the issue. | nean, if there are legitimte
| ease questions, a | andsman can cone out and deal with that.

RANDALL MATNEY: That's what |'ve got.

SANDRA RIGGS: |If your questions go to operations

or legal issues, nowthat's a different...you can't expect a
| andsman to be able to give you | egal advice.

RANDALL MATNEY: |1'm not.

SANDRA RI GGS: GCkay. O even operational advice

about what the operations are going to | ook at.

RANDALL MATNEY: | know...l knowit. |'ve seen gas

wells all---.
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SANDRA RI GGS:  Now, when they get ready to drill

they will apply for a permt. At that point, you wll
receive...l don't know. Are they within the notice---7?
JIMKISER  Sure.
BOB WLSON: Yes.

SANDRA Rl GGS: You woul d recei ve notice---.

JIMKISER  You would a copy of the permt
appl i cation.

SANDRA RIGGS: ---on that permit. You would have a

right to object. At that point, you would address all the
envi ronnental and safety issues and questions that you have.
That's not part of the | ease negotiation. That's goes to
the permtting issues. So, just so we don't m x apples and

or anges here.

RANDALL MATNEY: | know. | understand what you're
sayi ng.

SANDRA RI GGS: We keep everybody in their own area
of expertise is all I'm..all |I'msuggesting to you.

BENNY WAMPLER:  So, the notion for continuance dies
because it doesn't have a second. |Is there another notion?

CLYDE KING | nove, M. Chairman, that we approve

the application wth the approval of all parties, if that

makes sense.
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SANDRA RI GGS:  No.

(Ms. Riggs confers with M. King.)

CLYDE KING | nove that the operator sends a

linesman out to satisfy the parties, that way everyone woul d
be happy.

JIMKISER W've already agreed to do that. You
don't need to nmake a notion to do that.

CLYDE KI NG | so nove.

JIMKISER Are you saying you' re making a notion
to approve the application as submtted wth the caveat that
we send a | andman out to---?

CLYDE KING Right.

JIM KI SER Ckay.
CLYDE KING And that would satisfy you folks.

BENNY WAMPLER: s there a second?

MAX LEWS: A roll call vote.

BENNY WAMPLER. What's that? Are you going to...

don't have a second. | can't vote.
(Benny Wanpler and Max Lewi s confer.)
SANDRA RI GGS: It dies for a |lack of a second.

BENNY WAMPLER: It dies for a |l ack of a second.

We've got to try to negotiate---.

CLYDE Kl NG It dies for a |l ack of a second.
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BENNY WAMPLER: | have to have a notion that's

going to get a second. Can't we negotiate a notion that's
accepted? They seemto be acceptable with the caveat that
they contact you. |Is that---?

RANDALL MATNEY: \What, continue it and |let them

cont act us?

BENNY WAMPLER: Wl |, the notion was to approve it

with the caveat that they have to contact you

CLYDE KING And send a know edgeabl e person out to

talk to you
JIMKISER And we're going to do that.
SANDRA RIGGS: Wthin the thirty days that you have

the right to make your elections so that you have all the
information you need in tinme to make a deci sion.

JIMKISER And that way, you're in the position to
where you can deci de whether or not you are in...a voluntary
| ease or is nore favorable to you or the...or to have your
i nterest pool ed under the Board order is nore favorable to
you. Qherwi se, we're not getting anywhere.

CLYDE KING Least ways, you've got sonething to

tal k about.

BENNY WAMPLER: Are you going to second that

nmoti on?
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MAX LEWS: No.
BENNY WAMPLER: | just asked.

JIMK SER  Are you not allowed to second?

BENNY WAMPLER:  Typi cal ly, no.

JIMKISER Well, you know, maybe this is an
untypi cal situation since we only got four of seven Board
menbers here.

BENNY WAMPLER: Yeah, that's the difference.

That's the problem
(Board nenbers confer.)

BENNY WAMPLER: Let nme ask you a question. On the

record, I'll just ask you a question. |If that notion to
approve the order with the stipulation that they be
cont act ed- - -.

RANDALL MATNEY: Could | say sonething? W'd |like

to have this neeting continued until the next Board neeting
and see if we can work sonething out, if | could nake that
not i on.

(Everyone | aughs.)

SANDRA RI GGS: You can't neke notions.

PATRI Cl A HOGSTON: You're not allowed to.

RANDALL MATNEY: Well, whatever.

BENNY WAMPLER:  You' re naki ng a request.
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RANDALL MATNEY: |'m nmaking a request that we

conti nue this---.

BENNY WAMPLER: That...that notion already---.

RANDALL MATNEY: ---and Ms. Greene cone and see if

she can work sonet hing out.
MAX LEWS: |'ve already nmade that notion
BENNY WAMPLER:  That noti on was nade---.

PATRI Cl A HOGSTON: Made and it fail ed.

BENNY WAMPLER: ---by Max and it died. Right now

we're---.

MAX LEWS: Nobody woul dn't second it.

JIMKISER | nean, we've agreed to do everything
they' ve asked us to do. What we've agreed to with an
approved application today puts themin the position they
need to be in. | don't know. ..what is it that people don't
under st and about that.

(Board nenbers confer.)

JIMKISER W've net every, you know, |egal hurdle
that we have to neet and clear as far as, you know,
attenpting...you know, locating the parties, attenpting to
| ease them notifying the parties. |If we're not going to get
this approved, | want to know what the |egal grounds are for

not approving it particularly based on what | saw earlier
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t oday.
SANDRA RIGGS: Well, | don't think they're

suggesting they're not going to approve. | think they're
suggesting they nmay continue to allow due diligence to
conti nue and negoti ati ons.

JIMKISER W've already said we're going to do
that. |If we get the...we've got sixty or ninety---.

MAX LEWS: Yeah, |'ve heard a | ot of people say
they're going to do that.

JIMKISER Wait a mnute. W' ve got sixty or
ni nety days before this process is over and surely if we've
going to be able to negotiate a |lease, we'll be able to do it
inthat tine period. And then as we've done in nmany cases in
the past, we dismss themout as a pooled party in the
suppl enental order. It's as sinple as that.

BENNY WAMPLER: Well, | believe that to be the

case, that that is the way to go personally as Chair. But

"' mjust questioning whether or not, you know, as Chair under
Roberts with three people here, | can second or |I would. |
woul d say this, I would second the notion to approve it from
t hat standpoint because | believe that you're better off to
have the Board's order in front of you wwth an opportunity to

|l ook at...look at that | ease terns and everything else in

133



© 00 N o o b~ w N P

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

)
1

your negotiation process. You' re always able to take that up
on appeal if in event you determ ne that that Board order. ..

you were aggrieved by that |ater on.

JIMKISER | nean, | don't know Roberts very well
either. But, | think---.
SANDRA RIGGS: | don't have themw th ne.

JIMKISER  Yeah, but |I would think we would
be. .. because of the fact that we only have four of seven
Board nenbers present and one of them had to recuse hinself,
that it would al nost conpel the chairman to be allowed to
second a notion or nake a notion. | nean, otherwse it just
abrogates...or, you know, nakes the Board non-functi onal
practically.

MAX LEWS: You're wanting to wite...rewite the
Robert's Rules of Order?

JIMKISER No, I'mjust going to be practical and
| ogi cal ---.

MAX LEWS: |Is that what you want to do?

JIMKISER ---here, Max. |I'mnot trying to do
anything that's inproper.

BENNY WAMPLER:  Not hi ng t hat has been sai d noves

you from--.

MAX LEWS: No.
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SANDRA RI GGS: He' s entrenched.

BENNY WAMPLER. He's entrenched. |'ve got an

entrenched Board nenber with three people here.
JIMKISER Wll, let's take a recess and get a
copy of Robert's then.

BENNY WAMPLER: Let's do it. Let's do it. So,

we're recessed. We'll...we'll find out what it says and then
we'll...whether or not | can actually second a notion.
(Recess.)

(Benny Wanpl er asks that we go back on the record,
while JimKiser was still out of the room)

MAX LEWS: 1'd like to make a notion that we
accept this application on the...that they contact you...on
the stipulation that they contact you and explain their
intentions of what they're going to do.

BENNY WAMPLER: | have a notion. Is there a

second?

CLYDE KING |Is that basically what we tal ked

about ?

BENNY WAMPLER: That's the one that died, yeah

MAX LEW S: Yeabh.
CLYDE Kl NG | second

BENNY WAMPLER:  The notion is seconded. Any
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further di

yes.

scussi on?
(No audi bl e response.)

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

(AI'l nmenbers signify by saying yes. Mason Brent

did not vote.)

BENNY WAMPLER: The notion is approved. Thank you.

(O f record.)
(JimKiser reenters the room)

BENNY WAMPLER: It's approved.

JIMKISER  You approved it?
(No audi bl e response.)

BENNY WAMPLER:  Bob, do you care to tell Sandy that

we're going on? W' re done.

accept - - -.

t hey---.

conpl et ed

noney on?

CLYDE KING The notion is that you all get

BENNY WAMPLER: It's accepted with the caveat that

RANDALL MATNEY: That was $285, 000---.

JIM KI SER  Ri ght.
RANDALL MATNEY: If you buy into this, that well

was $285,000, right? 1Is that what you put up the
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JIMK SER That's the AF...yes, sir. That's the

conpleted well cost...the estimate. It's an estimate.

RANDALL MATNEY: Suppose it's an estimate and you

put up your noney, then what? It's not real inportant.

VWll, we'll talk about that | ater.

JI M KISER  Yeah.
MAX LEWS: Well, but you don't understand there's

200...you've got to put up 200%

carri ed.

RANDALL MATNEY: Huh?

BENNY WAMPLER: Not unless it's carried. That's

MAX LEWS: Oh.
BENNY WAMPLER:  That ' s---.

CLYDE KING No. No, not 200%

JIMKISER Are you going to call the next itenf

Can we take a tine out on that one? W're trying to

negoti ate that one right nowwith M. Johnson.

The next

BENNY WAMPLER: Sur e.

JIMKISER W may have sonething worked out on it.
BENNY WAMPLER:  Ckay.

(Break.)
BENNY WAMPLER:  Ckay, we're back on the record.

itemon the agenda is a petition from Col unbi a
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Nat ural Resources, Incorporated for pooling of a conventiona
gas unit identified as CNR- 24655, docket nunber VGOB-02-
06/ 18-1038. We'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIMKISER M. Chairman, JimKiser with Col unbia
Nat ural Resources. |If you would, could you go ahead and cal
those two itens together because we're going to handl e them
t oget her.

BENNY WAMPLER: | sure will. The next itema

petition from Col unbi a Natural Resources, |ncorporated for
pooling of a conventional gas unit identified as CNR- 24629,
docket nunmber VGOB-02-06/18-1039. W'd ask the parties that
Wi sh to address the Board in these two matters to cone
forward at this tine.

JIMKISER  Again, JimKiser of behalf of Col unbia
Nat ural Resources.

DONALD R JOHNSON: Donald R Johnson, attorney for

the Green/Charles heirs in both...both applications.
JIMKISER And they represent the unleased parties
in both units.

DONALD R. JOHNSON. They are all the unl eased

parties.

JIMKISER Al the unleased parties.
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BENNY WAMPLER:  Ckay. You nay proceed.

DONALD R JOHNSON: Okay, I'mgoing to nove for a

conti nuance for the reason being that we have been working on
a lease of this property...of the properties covered by these
proposed pooling applications as well as substantial other
acreage belonging to ny clients.

We anticipate that we will have a | ease proposal to
CNR no |later than July 12. W have agreed that if the
parties are not in agreenent on July the 16th, that there
will be no notion for a continuance unless both parties agree
toit. W would |ike to proceed on that basis, hoping that
we w Il have a | ease proposal satisfactory to all the
parties.

BENNY WVAMPLER: M. Kiser?

JIMKISER W're going to go ahead at this point,
M. Chairman, and agree to his request for a continuance of
these two matters. And reiterate that he has represented
that his...he and his clients will have a proposal to ny
clients, CNR, at a date to be no later than Friday, July the
12th. W would also, just for the purposes of the record,
like to give you a brief history of the | ease negoti ati ons
t hat have taken place to date.

On Cctober the 10th, 2001, M. Johnson submtted a
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draft lease to CNR  On Novenber the 2nd, 2001, CNR submtted
a redline version of the lease to M. Johnson with a map
depicting the acreage that they wanted to | ease. On Novenber
the 21st, 2001, the parties arranged to neet in John
Barrett's office. On Decenber the 11th...on Decenber the
11t h, the parties did neet and di scuss the version...the
redline version of the |ease and the acreage to be | eased.

On Decenber the 13th, CNR submtted a proposal to M. Johnson
pertaining to sone |ease terns. |In January, in response to a
tel ephone call fromM. Mffatt, an attorney with CNR, M.
Johnson sent a letter to CNR stating that he was not in a
position to respond to the proposal until the m ddle of
January. And sonetine in the mddle of February, M.

Moffatt, again, called M. Johnson regarding the status of

t he proposal and was advised that it's in the works and woul d
be sent to his client for review. |In March, we got severa
emails to M. Johnson asking for an update on the status.
|"'mnot trying to beat up M. Johnson here. [|I'mjust trying
to show you that---.

DONALD R JOHNSON: Go ahead, Jim | nean, go

ahead.
JIMKISER |'mjust trying to show you t hat

we've...we're making diligent efforts to get this done. And
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DONALD R. JOHNSON: These are all billable hours,

t 00.
JIMKISER Al billable hours for you.
DONALD R. JOHNSON: Exactly. Thank you, sir.

JIMKISER  You know, M. Johnson has represented
to us that his client, in good faith, does want to negotiate
a voluntary lease. | think the term he used, enbarrassed
that we haven't been able to get to it at this point or
haven't been able to acconplish by this point.

Then in April, when we still weren't getting
anywhere...late April, CNR asked ne to advise M. Johnson
that we were going to go ahead and file these applications
and hope that would spur sone action. That's why we're here
today. | nust say, at least in ny personal case, reluctantly
agreeing to this continuance. But | do have his assurance
that we're going to have a proposal fromhis clients, the
Green/Charles heirs, that they are in agreenent, to be
presented to us at a date no later than the 12th, which
obvi ously as you know i s pushing up against the July the 16th
hearing date. An agreenent that...if we're not in agreenent,
that there won't be another notion for a continuance unless

for sonme reason we've agreed to it.
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So, all that being said, you now have on the record
a history certainly of our good faith attenpts to get this
acconplished. And we hope and suspect we won't be back here
July the 16th. That we'll have an agreenent in place.

DONALD R JOHNSON: Let ne, just in response to

that, advise the Board for the record, that we're talking
about significant acreages in the |eases that we're talk...
that we're here presently negotiating. Mich nore, of course,
t han any acreage that we're tal king about for these two
pooling orders, which anounts to about a 100 acres.

My clients, nost of themor all of them Ilive
outside of the State of Virginia. M principal contact is
M. John Barrett of Pikeville, Kentucky. These parties have
owned and nmanaged this property for a very long tine. This
is a significant proposal covering all of their properties
that are available for oil and gas leasing in the
Commonweal th of Virginia, all being in Buchanan County.

So, it's not that we're tal king about just a 100
acre |l ease here. W're tal king about a nmajor...a ngjor
commtnent. And...and we do want to be in partnership with
Col unbi a Natural Resources and nake good things happen for
themas well as ny clients.

So, we'll be back here on the 16th, unless there is
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sone agreenent to continue this matter again pending final
negotiation of a lease. I'mnot telling you we won't be

back. But hopefully we won't be back to appear before you to
request...for a request for a pooling. Thank you.

BENNY WAMPLER:  Thank you.

DONALD R JOHNSON: | appreciate the Board's

approval of that...of this request.

BENNY WAMPLER:  Any obj ection to continuing until

next nont h?

CLYDE Kl NG Do we need a notion?

MAX LEWS: No.

BENNY WAMPLER'  No. We'Ill just continue it. |If

there's no objection---.

CLYDE Kl NG Cont i nue.

BENNY WAMPLER. ---it's continued. Thank you.

MAX LEWS: | object.
BENNY WAMPLER:  You obj ect.

(Everyone | aughs.)

DONALD R JOHNSON:. Thank you, M. Lew s.

BENNY WAMPLER: He's just in an objectionabl e nood.

MAX LEWS: That's right.
JIMKISER D d you...M. Chairman---?

MAX LEWS: Not on that...not the stipulation that
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you had. That's the reason | object.

DONALD R. JOHNSON:  What stipul ati ons?

JIMKISER Before we go off the record, could you
for ny and ny client's edification, review what happened on
the matter that was called well 24542, which, | guess, was
itemthirteen earlier today?

BENNY WAMPLER: W approved it.

JIMKISER  You did approve it?
BENNY WAMPLER. We approved the application with a

stipulation that you---.
JIMKISER  You just had a call for a vote or---.

BENNY WAMPLER: Max nade a notion to approve---.

JIMKISER Al right, Mx.
BENNY WAMPLER: ---and M. King seconded the

nmotion. W had a vote and all three of us voted in favor.
JIMKISER Very good. | appreciate that. Thank
you.

BENNY WAMPLER:  Thank you very nmuch. Do you have

anyt hi ng?

BOB WLSON: No.

BENNY WAMPLER. W' ve continued eight itens, add to

what ever you have next nonth.

BOB WLSON: Next nonth could be a | ong day.
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BENNY WAMPLER: Wl |, (inaudible).

JIM KI SER Hopefully.
BENNY WAMPLER: Ckay. Enjoy. Thank you very nuch.

Hearing i s concl uded.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcri bed by ne personally.

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

July, 2002.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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